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Exmlanatory Note

Among the Supplementary Appendixes {0 Financial Intermediaries in the

American Economy since 1900, collected in this volume, Appendixes C, D,

H and I contain supplementary material too Bulky for inclusion in the
main text, and Appendixes B, E, F and G provide rather detailed descrip=
tions of the derivation of estimates used in the book. While the second
group is needed by readers who want to investigate the bases for some of
the estimates == and I wish they were numerous == the other four have
been iﬁcluded because they embody a substantial amount of materisl that
has not hitherto been avallable to students of our financial history and
is rather laborious to collect. To add these appendixes to the printed
text would have been an unwarranted expense to many of its readers; there=
fore, to provide mimeographed copies for libraries and interested students
seemed the best means of making the material accessible as the starting
point for future research in this field. Its use will not be seriously
impaired, it is hoped, by the fact that the appendixes are presented as
working papers (written mostly between 1951 and 1953 and mimeographed at
different times and by different hands, mainly in 1954) which, by virtue
of their origin, lack some of the typographic uniformity, editorial
polishs; last minute revisicns, and repeated checking usually and righte
fully associated with printed work in hard covers.

I have had the assistance of Charlotte Scott on the statistical
work underlying Appendixes C, D and G, that of Alexander Ganz on Appendixes

E and F, and that of Howard Greenbaum on Appendix I.

Raymond W. Goldsmith

June 16, 1958
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Appendix B

ESTIMATES OF ASSETS OF PERSONAL TRUST FUNDS ADMINISTERED
BY BANKS AND TRUST COMPANIES

Personal trust funds administered by banks and trust companies are estimated to have held
approximately $60 billion of assets at the end of 1852, mostly invested .in stocks, and govern-
ment and corporate bonds. These departments are as important holders of securities as any
group of financial institutions, Unfortunately there is less information available on them than
on almost any financial intermediary, evén those of much smaller size. We were, therefore,
ched with the alternative of not segregating personal trust fudds administered by banks and
trust éompanies, i.e., of merging them with the direct holdings of individuals and thus omitting
therﬁ_ altogether from this study; or of attempting to build up the necessary statistics from
scarce and unsatisfactory information, and thus to put up with results that would necesscarily
be affected by a considerable margin of error. The result is a compromise, In view of the
importance of personal trust funds adminjstered by banks and trust companies an gttempt has
been made to derive rough estimates of the total value of such funds and their distribution
for the nine bench-mark dates utilized throughout t_his study (1900, 1912, 1922, 1929, 1933,
1939, 1945, 1948, and 1952). The amount of time spent on these estimates, however, has had
to be limited and no attempt has been made to collect additional primary data. The estimates
presented here should be sufficient to evalucte trends in the total assets of personal trust
funds administered by banks and trust companies over the last fifty years, and in the distribu-
tion of this total between the main types of investment, This is all that is required within the
confines of this study, The estimates would hardly be satisfactory if qnalysis of the opers
ation of trust departments were the major specific objective of study; nor is it claimed that
better figures could not have been produéed using only the material now available, It was
felt, howéver, that those improvements which could have been made solely by mere thorough
use of printed material would not be sufficient to warrant the additional effort required.
Serious work in this field calls for additional primary data of higher quality, particula;ly with

respect to valuation, than are now available.
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1. Aggregate Value of Personal Trust Funds Administered
by Banks and Trust Companies

~a) Character of available information

No satisfactory census of the total assets -in persondl trust funds administered by banks and
trust companies has ever been taken, nor do we even possessg sample data systematically
colicsted. A number of estimates of total value of 'personai trust funds exist, it is true, but
they vary.in definition and methods and each of them has been prepared for one date only,
mostly since the late thirties. A summary of these estimates is givén in Table B-8 although
the listing is undoubtedly incomplete, Only one of these estimates, that of Stephenson, is )
based on an inquiry directed to all banks and trust companies administering persondl trust
funds, but even in this case there are guestions about completeness of coverage and, more
importantly, about the methods of valuation, All of the other estimates are synthetic, and are
generally derived by blowing up figures for trust 'fun&s in certain states or for the trust funds
administered by one group of banks.

Apart from the margin of ertor introducéd by the blow-up procedure all estimates suffer
from the uncertainties and differences in (a) the definition of the types of funds covered
{particularly the extent to which gceounts in which the banks have only limited discretiori-
ary cr advisory powers are included) , ard (b} The method of valuation underlying the statis-
tics which is probably their weakest pojnt. It is known that none of the basic statistics,
whether those of the Comptrolier of the Currency or those of state bank supervisory authori=
tiz s, prescribe a uniform method of valuation of assets administered by trust departments.
This matter is apporently always left up to the reporting institutions with the result that
virtually all available data represent a mixture, with weights unknown, of at least four
methods of valuation, namely (i) market value of assets of personal trust departments as
qf date of report; (i) market value of the assets at the tin;e they were entrusted to the care
of the administering bank or trust company; (iii) par or face value of assets, a method
particularly common for bonds and other clcims;' (iv}) so-cdlled control value, an adminis-

trative device under which each share of stock is given the same valye, usually $1 but some-
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times $100, while claims are generally entered at face value, 1
1Workinq on these statistics one is bound to think agais of the Mikcxdo's opetations ‘‘on a

cloth untrue with a twisted cue and elliptical billiard balls.?..

It is probably true to say that nobody knows to what’ extenf these different valuations

enter into the basic data of personal trust departments with which all statisticians have

necessarily had to work. The market value of the assets at the repdrting date, however, has
probably been only rarely employed in reperts to supe;Visory authperities, which form the
background of all statistics, although this method has in regent yecrs been spreading in
internal use as a supplement to the other less consistent methods of valuation. It is also
obvious that the uncertainties and the differences in the method of valuation affect stock
to a particularly great extent, and are less serious for bonds, particularly United States
Government securities.

In this situation, particularly in the absence of usable estimates for the period before
the late thirties, it has been felt necessary to develop a new set of figures, partly follow-
ing methods of calculation adopted by previous estimators and partly using different or

modified approaches..

b) Estimates based on Bureau of Internal Revenue data

The only source for a comprehensive and continudus estimate of the value of assets adminis-
teted by perscnal trust departments is provided by certain tabulations made by the Bureau

of Internal Revenue ¢s part of its Statistics of Income. This source, however, unfortunately
has at least four drawbacks for our purposes. First, the data refer to the income from per-
sonal trust funds rather than to their assets and, therefore, call for capitalization at assumed
rates of yield for the different types of .assets, always a hazardous procedure, Secondly,

the reports cover without distinction personal trust funds administered by banks and trust
companies and by other trustees, particularly attorney‘s at law, Thirdly, the figures are

available only since 1937. Fourthly, beginning with 1940 the Bureau of Internal Revenue

has tabulated only the returns invelving net income taxable to fiduciaries, which seem to



B«4
account for about one half of the total income of cll trust departments, Notwithstanding
these difficulties, the Bureau of Internal Revenue statistics are probably the most
promising source of deriving comprehensive figufes for the assets administered by
personal trust departments personal trust again_st which all other data can be checked,
particularly as they exclude pension funds and advisoty and custocdianship accounts,
both of which seem to be included, though to ain unknown extent, in virtuclly all other
basic data. Suc‘h use would, however, require a more intensive analysis of the matericl
new gvailable (published in Statistics of Income or qvcilable ct the Bureau) than
c2uld be made on this occasion. Much more importantly, it would call for a rearrangement
and expansion of the tabulations now furnished by the Bureau of Interncl Revenue, an
expansion which should not be beyond the realm of possibility «s a total of less thon
300,000 returns a year is invelved.

The Buregu of Internal Revenue data 1n fact provide not cne but two bases for
gstimating personal trust assets. The first is given iby the reports which have been
made, since 1937, on Form 1041 by fiduciaries for each of the personcl trust funcs with
a gress income ©f $500 or over which they administer. It is with these returns th(t
the preceding paragraph hgs declt.

The second is the information ©n income from trust funds which is included in in-
dividucls’ income tax returns and which has been shown separately since 1922 {and
alsc for the solitary year 1916) in Statisties of Income. These figures, however before
1836 were essentially limited tc nongovernment interest, and even gfter that date are

2

so far below either the totals reported by the fiducicries themselves® or below what

the true figures probably are, that no use hes heen made of them since no method has

2For the year 1948, for instance, jncome from trusts gnd estates reported in individuals? inceme
tax returns amounted to only $1,315 million compared to over $2,300 miIiion reported in fidua
ciaries? returnss The tyo figures could not be expected to be equal, since irdividuals pelow
the exemption Jimit do pot have to file returns, part of fiduciary income remains undistributed,
and some is distributed to nonindividuals, B8ut the difference of approximately 75 percent e~
which appears to have been of about the same gize in other years mw is much too large to permit.
use of -individuals? tax returns as a basis of an estimate of all personal trust funds,



B-5

been found to adjust for the obvious under-reporting as well as for the fact that the -
recicients of very small incomes from trust funds ate not under obligation to report them.

It is possible to derive estimates of the assets of personal trust departments from
the Bureau of Internal Revenue reports by fiduciaries if one 1s willing to apply
an average rate of capitalization to the different types of income distinguished in the
reports (dividends; taxable and tax exempt interest; rents .and royalties? income from
unincorporated business), and if one is further ready to acceept the rather crude step-
up for nontaxable returns which must be made after 1939. Such estimates have been
prepared for 1839, 1945 and 1948 — the last year for which the basic data wore aveil-
able when these calculations were made — and are shown in Table B+3 and described in
the footnotes thereto. It may be said by way of anticipation that the total so obtained
is not unreasonauble, but appears to be on the low side, provided it is assumed that
the propartion of personal trust funds administered by trustees other than banks and

trust companies is small.

c) Estimates based on reports from Conptroller of the Currency

The Comptroller has since 1929 included in his annual reports a tabulation of the total
amount and distribution of personal trust funds administered by national banks {see
Table B~11). These figures, while comprehensive in their field, have gt least

three serious shortcomings if one wants to use them as a hasis of a national estimate
of personal trust funds administered by banks and trust companies. The first is that
nctional banks were not fully empowered to ardminister personal trust funds before
1927, and that the ratio of total trust funds administered by banks and trust companies
accounted for by actional banks apparently has been increasing throughout the period,
and for part of it rapidly, This precludes the use of n constant blow-up ratio, and no
information is available on which to base un adecuate variation of the ratio. It is
cbvious, however, that the share of national barks in all personal trust funds cdminis-

tered by banks and trust companies was too small before the late thirties to regard
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the rate of increase of the structure of the figures reported by the Comptroller as represen
tativeyg The second drawback .is the existence bf:éh un¢Jassified category which has included -
as much as twowfifths of the total, The third is shared by virtually all other basic data s
the lack of uniformity .in the methods of varuétiqn dhd the uncertainty as to what types of
funds are included,  Probably the figures include host of the‘pens}on funds administered by
national banks, although these are generally not regarded as personal trust funds and must be
kept separate to avoid double counting, More seriouslyy they have included at various dates
widely varying amounts of funds in agency, custodian, escrow, and similar accounts which do not

represent trust funds in the "sense used here,

d) Estimates based on state data

Reports of the bank supervisory authorities of certain states constitute the cnly source
of information which is available continuously, and within their limitations apparently
consistently for a comparatively long period of time; and almost the only one which
reaches back beyond 19291 Unfcrtunately, however, there are only two states which
are large enough to give their figures a representative character and which have pub-
lished them back to the turn of the century, viz. Massachusetts and Pennsylvania. 3
3A few other large states, notably Ohio and Illincis, provide figures at least back to
the twenties and it is possible that similarly long series might have been found for
some of the smaller states if the search had been extended to them.

The figures for one of these two states moreover (Massachusetts) are of doubtful
value as a basis for national estimates as a substantial proportion of all trust funds
is apparently administered by trustees other than banks and trust companies, ‘By mis-
chance — or rather for reasons of interstate competition — no official data have been
published for the state with the largest amecunt of trust funds (New York), though an
attempt at a circuitous estimate has been made for the early forties in Table B-9.

The data on trust funds administered by banks and trust companies in selected

states obviously can be used as a basis for a naticnal estimate only if it is assumed
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thert the trend of the figures in these states is representative of that of the entire United
States; and that the metheds of vqluation have not changed too much. A certain check
on the comprehensiveness and compatibility of the data from the different states is
pcssible, though only since the mid~thirties, by comparing the ratics of the assets re-
ported by the vatious states® supervisory aixtho,rities and the _ratios of income reported
by fiduciaries to the Bureau of Internal Revenue, particularly for the years 1937-39 when
the Burequ tabulated oll such returns, An attempt to derive an index of growth of per-

sonal trust departments since 1900 from these data is made in Table B-6.

e) Estimates based on Federal Reserve Board data
‘The staff of the Board of Governors of the Federal Reserve System has published, as
part of its Liquid Assets Survey, for the period beginning with 1939 data on the demand
ard time deposits and on United States Government securities included among the assets
of personal trust funds ad;n.inistered by banks and trust companies, While the infor-
mation on deposits is obtained directly from bank reports and, therefore, can be regard-
ed cs both comprehensive and accurate, the figures for United States Government se~
curities held are derived by multiplying the estimated holdings of national banks by a
constant rctio of two and one-half. The holdings of United States Government securi-
tizs by trust departments of national banks, in turn, were ¢stimated to be about one-
third of all their bond holdings between June 1939 and June 1941, and it was gssumed
that thereafter all increases in bond holdings consisted of United States government
securities., .These figures, which obviously contain in themselves a substantial margin
of error, can be used as the basis of another estimate of the total assets of personal
trust departments if certain assumptions, derived from the material to be discussed
under {2}, are made regarding the distribution of personal trust funds by type of asset. .
Starting from these figures an estimcate has been prepared for the years 1920, 1930,
1640 and 1950 by two members of the Board’s staff of the aggregate holdings of public

and long-term private debt by the trust departments of commercial benks (see Table B-5),



the methods of derivation of which have not been described in detail. The results are

considerably higher than the comparable figures in other estimates, particularly in Table

B-1, and are difficult to reconcile with them. These estimates, together with the Board’s

figures on holdings of U.S. Government securities by trust departments, can be used

ss o basis of yet another overall estimate of trust fund assets, which is shown in Table

B-5. However, as the Board’s figures are now in the .proé:__esS of revision it has not been

felt that they should be given particular weight in attempting to evolve a synthetic

estimate from the numerous partial data now available.-

}} Selection of final aggregate estimate

The estimates of the total value of personal trust fund gssets resulting from the differ~

ent methods are shown for the main bench mark dates in Table B-}. To obtain even

these fragmentary figures considerable stretching and patching of the original data was

necessary. It is cbvious that the differences between the estimates are substential,

but that the estimates nevertheless display a common basic pattern. To obtain a final

estimate it has been necessary to piece G series together from the various estimates

in Tabl¢s B-3.to B-13 and from fragmentary data discussed in the text or mentioned

in the notes to tables. This has required, to a good extent, judgment about the quality

and the nature and direction of the errors in the different estimates, judgment that

generally must lack the support of quantitative data, The result of all this is the

i~llowing set of very rough estimates of the total market value of personal trust funds

adrainistered by banks ard trust companies, excluding pension funds and, of course,

oxcluding all corporcte trusts and agency accounts:

1900.

1912
1922
1929
1933

Market Velue in Billions

§ 3
7
18
30
25

1939
1945
1949

1952

$35
45
50
60




B-9
For 1949 and 1952 the error in the estimate, if the underlying definitions are
accepted, may be as much as §5 billion and probakbly not more than $10 killion, i. e.,.
it amou?ts to about 10.or 20 .percent of the estimated value. The error is more like=
ly to be in overestimating than in underestimating the correct figure, if a strict de-
finition of personal trust funds {excluding all custodian and agencY accounts) is
cdopted. For the earlier bench mark dates the absolute errors are generally smaller,
but the relative errors larger. For the Purposes of this study, however, it does not
make too much difference whether the increase in the value of personal trust funds
administered by banks and trust companies between 1900 .and 1952 was twentyfold,
as these figures indicate, or actudlly only fifteenfold or possibly as large os twenty-
fivefold. The mcin characteristics of the series — @ continuous substantial increase,
particularly before 1929 and after 1939, und o stagnation between 1929 and 1539 ~
are not likely to be profoundly altered by better figures. Nor is it propable that
additional investigation will lead to shifting the level of the entire series substan-
tially l;lpwcrd or downward, except possibly before the twenties when the estimates
. are, in effect, heavily dependent on data from only two states.
2. Distribution of Assets of Persénal Trus¢ Departments
between Main Tyves of lnvestment
The task of estimating the structure of the tctal assets in personal trust funds

administered by banks and truét compbahies, i.e., of determining the percentage and
the amounts held in the mcin types of investments, is qt the sdme time easier and
more difficult than the derivation of the figures for the aggregate value of such
funds at selected bench mark dates. It is egsier because there is a little more infor-
mation available on the distribution of assets since for this purpcse use can be made
of even smcll samples of trust ccecounts. It is more difficult becuse of the greater
variety of the estimates; the differences between them; and the greater impact on the
figures of the different methods of valuation for stocks on the one hand ¢nd claims

on the other.
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All methods used to derive estimates of the total value of personal trust depart-
ments also provide a breakdown between main types of gssets: the capitalization of
fiduciary income reported to the Rurequ of Internal Revenue from 1939 on; the sta-
tistics of the Comptroller of the Currency from 19295 and the data on a few of the states,
particularly Massachusetts, back to 1900. In addition there are data on the distri-
bution of severcal small samples of trust accounts, particularly those of Riddle (Table
B-14) and of Stephenson (Table B-15). Finally, scme fairly reliable figures are avail-
able on specific assets, particularly on cash, although only beginning with 1839.

Onz example, and possibly the most important cne, of the divergencies among the
estimates is Given by the proportion of stock. Most scurces would lead to putting tnis
proportion at the time these estimates were made {1952) at about 40 to 50 percent.
Reports of the Comptrcller of the Currency, however, show a ratio of slightly more
than 20 percent, and it is not evident to what this great difference is due since the
state reports and the other deta presumably also do no't vclue stocks at market either,
Woreover, most sources indicate thqt the proportion of stocks increased slightly be-
tween 1939 and 1949 whereCs the stotistics of the Comptroller show @ movement in
the opposite direction, Similarly, mcst sources agree that the share of real estate is
now very small, probably under 5 percent. Capitalization of the income statistics of
the Bureau of Internal Revenue, however, would lead tc putting real estate at well
over 10 percent of the total assets administered by trust departments.

In view of the difference between these scurces cnd the fcilure of any single ¢ne
to satisfy critical requirements, the pattern of distribution of gssets must be built
up synthetically. The results of this process of picking and choosing, it is hoped

juciciously, are shown in Table B-2. .

3. . Finel Estimctes
The final estimates shown in Table B-1 fincl insofar as this study goes, but

not in any other sense — have been cbtained by cpplying to the estimates =f the
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total amount of personal trust funds administered by banks and trust companies shown

in Table B+11, the percentage distribution which is indicated in Table B-2. It has al-

ready been emphasized that the estimates of both the aggregate amount and of the
distribution of assets are tentative and, at least for the earlier part of the period, are
subject to a substantial margin of error. The estirﬁates of the absolute value of the
different types of investment held by personai ttuét departments are necessarily sub~
ject to even larger relative errors than those of the aggregate amounts. It is not yet
possible — and for the period before the thirties may never be — to derive a set of
estimates which does not conflict with at least some of the figures now available on
either the total amounts of personal trust assets or their distribution. This is not
astonishing in view of the differences in sources, methods, scope and quality of the
available data. The best that can be done in this situGtion is to devise a set of
figures wnich agrees reasonably closely with what are regarded, necessarily to some
exteént on a subjective basis, as the most Ieliable figures and which tries to avcid
producing movements which are prima feeie unrecscnable. This is all that can be
clcimed of Table B-1. .

In comparing this table with other data three features in particular should be
kept in mind: (1) The figures are intended to reflect market yqlues throughout and,
t'herofore, may be expected to show more pronounced fluctuations than almest all
the nther estimates and source matericls in this field which are generally based on
bock values or Other methods which are removed from the up and down of market
valuations., Nevertheless, the figures shown in Table B~1 probably stil! do not
show sufficient fluctuations if the strict test of market prices is applied; (2) The
figures are intended to exclude pension funds administered by banks an:i trust
companies, a qualification which is of substantive importance only during the for-
ties; (3) The estimctes still include scme funds, though probably not very large

amounts of them, which are not of a strictly fiduciary character but are administered
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on an agency basis including investment advice. {The estimates, however, are intended
to exclude in principle all agency accounts, _p‘articuidrly those where the functions of

the bank arc only those of a custodian or limited to routiné services.).

4. Partial Cheeks

While there is no possibility of checking the estimates for the various types of
assets held by trust departments, as they are shown in Table B+1, comprehensively or
for long periods of time, two sets of statistics have become available after the original
estimates were completed which permit a checl& of the estimates for 1949 for two im~
portant categories. of assets - stocks and mortgages.

A statisﬁcal study undertaken by the Brookings Institution for the New York Stock
Ezxchange (L. H., Kimmel, Share Ownership in the United Stctes, 1952) estimated that
at the end of 1951, 11.3 percent of all shares outstanding in publicly-owned stock issues
were held by fiduciaries. The proportion of the value of these share‘s; accounted for by
fiduciories may be estimated at about 14 1/2 percent. Allowing for intercorporate hold-
ings the share of fiduciaries probably amounted to about 17 percent of all non-cory.or~
ate holdings of publicly~owned stock issues. (These figures are obtcined by comtin-
ation of datw: op. eit., pp. 67 and 79.) If this percentage is applied to the total value
of non-corporate h:::ldings of stock at the end of 1949, which has been estimated at
about $121 billion in Table F-2, we obtain an estimate of stocks held in trust funds
administered by banks and trust companies of about $19 billion, This is only neglicibly
below the estimate of $20 billion shown in Table B~l. The margin of error both in the
original estimates of the RBrookings Institution (particularly that inherent in the appli-
cation of the distribution of the beneficicl cwnership of nominee holdings in 20 select-
ed corporations to all publicly-held stock issues as described in Appendix B) and in |
the cdaption to an estimate of the vclue of stoéks held by fiduciaries are sufficient to
acecunt for a difference of more than this size. The estimates of Table B-1, may,
therefore, be reqarded as compatible with, and even as reasonably confirmed by, the

figures based on the Brookings enquiry,
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The second check is provided by tne statistics of real estate loans of regis-
trants under Requlation X of the Federal Reserve Board. These statistics show that
as of May 31, 1951 the mortgage loans of corporate fiduciaries registering under
Regulation X amounted to $949 million (Fed'e'mZ Reserve Bulletin, 1952, p, 634). This
figure overstates the total value of real estate “loans;by _cofpomte fiduciaries as of
December 31, 1849 first, because of the probable increase in such leans in the
seventeen months after December 31, 19497 and secon‘dlvy,._becau,se of the fzct that
it includes a certain amount of loans made jby, the banks in their capacity as agents
rather than as trustees. The figure, on the other hand, understates the correct total
for the end of 1949 because corporate fiduc,iqries not reqularly mcking recl estate
loans did not have to register under the terms of Fegulation X, and because a pre-
sumably small proportion of fiduciaries fciled to report, The estimate of $1,000 million
of Table B-1 may, therefore, be regarded as quite compatible with the new statistics,

clthough it may well be slightly too high.



Table B-1 - B-14

Estimated Vclue of Personal Trust Funds (Excluding Pension
Funds) Administered by Banks and Trust Companies

{millions of dollars)

1500 1912 1922 1929 1933 1939 1945 1949 1952

: Totcl Assets 3,000 7,000 18,000 30,000 25,000 35,000 45,000 50,000 60,000
Stocks 0o ‘_ 2,450 . 6,300 »__12,600" 8,000 12,950 18,000 20,000 25,000
Bonds 750 1,750 6,300 1,650 11,259 14,700 20,475 24,000 28,500

U.S. government 0 C 800 900 2,560 3,500 12,375 15,530 17,500
State and local government 150 359 1,800 3,060 3,753 4,200 4,530 5,C00 6,000
Other 600 1,40C 3,600 6,750 5,000 7,000 3,600 4,500 5,000
Mortgages 1,200 1,54C 2,700 3,000 2,500 2,450 1,35¢C 1,059 1,000
Real Estate 30U 760 1,350 1,500 1,255 1,750 1,353 1,060 1,580
Bank Deposits 30 210 540 97 750 1,400 1,800 2,000 2,500
Other Assets , 120 350 81y 1,380 1,250 1,750 2,025 2,3*’.3%’) 2,002

Source: 1900-1949: Totals of page B-8 multiplied by percentages shown in Table B-2.

1952: Rough estimates based on movement of total assets and the composition of assets of several leading New York City trust
companies (unpublished data) und of personal trust departments of national banks «¢s reported in Annual Report of the Comptroller
of the Currency, 1952.



Table B-2 B-15

Percentage Distribution of Assets in Personal Trust
Funds Administered by Banks and Trust Companies

1900 1912 1922 1929 1933 1839 1945 1949
Stocks 200 35.0 35.0 42.0 32.0 37.0 40.0 40.0
Bonds : 25.0 25.0 | 35.0 35.5 45.0 . 42.0 45,5 . 48.0
'5,S. - Government 0.0 0.0 5.0 3.0 10.0 10.0 27.5 30.0
State and local government 5.0 5.0 10.0 . 10.0 15.0 12.0 10.0 . 10.0
Other 20.0 20.0 20.0 22.5 20,0 20.0 8.0 - 8.0 rj
Mortgages 40.0 . 22.0 15.0 10.0 10.0 . 7.0 3.0 2.0 ”
Real Estate 10.0 10.0 7.5 5.0 © 5.0 5.0 . 3.0 . 2.0
Bank Deposits 1.0 3.0 3.0 3.0 3.0 4,0 4.0 4.0
Other Assets 4.0 5.0 4.5 5.0 . 5.0 . 5.0 . 4.5 4.0
"Total 100.0 100.0 100.0 100.0 | 100.0 100.0 100.0 100.0 |

Source:. Based on Tables B-3 to B-15,



1939

1) Taxable returns

2) Nontaxable returns
3) All retumns

- 4) Estimated value of
assets {in billions)

1945

5) Taxable returns

6) All returns

7) Estimated value of
assets (in billions)

1948

8) Taxable retumns
9j All returns
10) Estimated value of
assets (in billions)

Tdble B-3

Estimates of the Value of Personal Trust Funds Administered by Corporate and
Noncorporate Trustees Bused on the Capitalization of Income Reported

Total
Number of
Returns
(thetsoncs)

(1)

63.1
156.5
219.6

124.1
359.5

107.9
369.7

in Returns of Fiduciaries to the Bureau of Internal Revenue

Total Income
Including
Tax-exempt
Interest

(2)

570.8
" E860.4
1,431.3

30.4

794.1
1,782.8

48.2

953.9
2,475.8

50.4

% Does not include net capital gains or losses.

(dollcr figures in millions, except as noted)

Dividends

(3

322.7
442.6
765.3

12.8

3717
762.1

16.6

551.8
1,291.2

22,5

Interest
Taxable Tax-exempt

(4 ()
108.6 64.3
205.0 38.5
313.6 102.8
9.0 3.7
123.9 74.3
303.6 165.8
11,7 10.4
Q0.2 54.1
257.1 139:1
9.2 5.8

Rents
and
Royalties
€}

43.7
132.8
176.5

2.2

81.9
282.7

3.5

123.7
492.4

6.1

Trade
Business
and
Partnership
(7)

14.8
10.4
25.3

0.3

108.9
185.6

2.3

97.9
182.3

2.3

Income
from
Fiduciaries

(8)

11.1
15.4
26.5 -

0.7

11.8 -
24.3

0.6

15.6
36.6

0.9

B-16

Misc.
Ineome @

(9

18.6
58.7

1.5

20.6
77.1

1.9

Demand
Deposits

(10)

snee

1.7

{sources noted on next page)



Line

58

6,9

7,10
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Notes to Table B3

Cols. 1 and 3 to 9: Taxable fiduciary returns with net income (Statistics of Income for
1939, Part I, Tables II and 15), adjusted upward by the ratio of the Collector of Inter-
nal Revenue's count of the number of taxable returns to the Statistics of Income re-
port of the number of taxable returns..

Col, 2 Sum of cols. 3 to 9, ‘

Cols. 1, 3, 4 and 6 to 9: Nontaxable fiduciary returns with net income and with no net
income (Statistics of Income, loc. cit; J}adjusted upward by the ratio of the Ccollector
of Internal Revenue’s count f the number of nontaxable returns to the Statistics of
Income report of the number of nontaxcble 'ret‘lirn_sp_

Col. 2: Sum of cols. 3 to 9. '

Col. 5¢ Estimated by multiplying the taxable interest reported in nontaxable returns
with net income and with no net income (Statistics of Income, loc. rit.) by the ratio
of tax~exempt interest reported in nontaxable fiduciary returns with net income.

Sum of lines } and 2.

The various sources of income in line 3 were capitalized as follewsls

Col. 3: Average yield of common and preferred stock (see Table F-8, Line 5),

Cel, 4: Moody's average corporate bond yields (see Statistical Supplement to the Survey
of Current Business).

Col. 5: Standard and Poor’s municipal high grade bond vield (i bid.)

rols. 6 and 73 Assumed yield of 8 percent. (The implied multiplier of 12% is higher

than a given rent multiplier would be, as part of rents and royalties prc_abcxbly are
reported on net basis.)

Cols. 8 and 9: Assumed yield of 4 percent. .
Col, 10: From Federal Reserve Bulletin, 1951, p. 808.

Cols. 1,3,4 and 6 to 9: Statistics of Income, Part 1, 1945, Taxable Fiduciary Income
‘Tax Returns, Table 2, pp. 280-1, and preliminary unpublished data on Statistics
of Income for 1948. No cdjustment was made, as the count of the Collector of
Internal Revenue and the report in Statistics of Income were virtually identical.

Col, 2: Sum of cols. 3 to 9.

Cel. 5: Estimated on the basis of the relationship between tax-exempt and taxaoble
interest reported in taxable fiduclary returas in 1938,

Col, 1 and 3 to 8¢ Lines 5and 8 multiplied by 1 # o/b) where () is the 1945 or 1948
ratio of the number of nontaxable returns (unpublished count of the Collector of
Internal Revenue) to taxable returns, divided by the 1939 ratic of nontaxable to
texable returns, and (o) is the ratio of nentoxable income te taxakble income, by
source of income, in 1939 (line 2 divided by line 1, cols. 3 to 9).

Same sources and methods as line 4,
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Table B-=4

Distribution of Personal Trust Funds Administered by
Corporcte and Noncaorporate Trustees, Based on the
Capitalization of Income Reported in Returns of
Fiducigries to the Buresu of Internal Revenue

1939 1645 1948

Amount (billions of dollars)

Total Assets 30‘,.4 48.2 50,4
Stock 12,8 16,6 22.5
Government Bonds (state and municipal,

and tgx-exempt U.S, Government) 3.7 10.4 5.8

Other Bonds (corporate, and taxable
U.S. Government), Mortgages, Loans

and Time Deposits 3.0 11.7 9.2
Real Estate and Mineral Rights 2.2 3.5 5.1
Unincorporated Business - 0.3 2.3 2.3
Demand Deposits 1.2 1.8 1.7
Miscellaneous 1.2 2,1 2.8

Percentage Distribution

Total Assets 166.0 100.0 100.0
Stock 42.1 34.4 44,6
Goverament Bonds (state and municipal,

and tax-exempt 11.S. Government) 12,2 21,6 11.5

Other Bonds (corporate, and taxable U.S,
Government): Mortgages, Loans

cnd Time Deposits 29,6 24.3 18.3
Real Estate and Mineral Rights 7.2 7.3 12.1
Unincorporated Business 1.0 4.8 4.5
Demand Deposits 3.9 3.3 3.4
Miscellaneous 4.0 4.3 5,6

Scurce: Table B-3: -
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Table B-5

Estimates of the Value of Personal Trust Assets Administered by Banks and Trust

Companies, Based on Federal Reserve Board Estimates of Holdings of
Long-Term Debt and Liquid Assets, and Bureau of Internal Revenue
Reports of the Dividend Income of Fiduciaries

(billions of dollars)

19222 1929 1936 1950
(1) (2) (3) (4)
1) ~Total Assets 26-29  36-39 38 66
2) Commercial Bank Trust Departments’
Holdings of Public and Private
Long-Term Debt 15 17 22 39
3) U.S. Government Securities _ i 1 3 24
4) State and Local Government Bonds,
Ceorporate Bonds, Mortgages, Loans,
and Time Deposits 14 16 19 15
5) Stecks 8-10 15-17 11 20
6) Bank Deposits 1 1 1 3
7) Heal Estate and Miscellaneous 2-3 3-4 4 4
Line

1 Sum of lines 2, 5, 6 and 7.

2 11The Changing Importance of Institutional Investers in the Amerjcan Capital
Market,’’ by Charles H. Schmidt and Elegnor J, Stockwell, in Law and
Contemperary Problems, Duke University, Vol 17, No. 1 Winter 1852) p. 5.
The figures refer to 1920, 1830, 1940 and 1950 respectively.

3 Cols. 1 and 2: Rough estimate based partly on cols. 3 aad 4.

Cols. 3 and 4: Federal Reserve Bulletin, July 1951, py g0g.

4 Line 2 less line 3.

5 Cols. 1 and 2: Rough estimate based, in purt, on cols. 3 and 4,
Cols. 3 and 4: Based on Table B-3, col. 3. '

6 Federal Reserve Bulletin, loc. cit. |

7 Rough estimate: see Table B-1.
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Table B-6

Estimated Value of Personal Trust Assets Administered by Banks and
Trust Companies, Based on Reported Value of Personal Trust
Assets Administered by Banks and Trust
Companies in Nine States

Nine Selected States 2 Estimated Value of Personal

Value of Population Fiduciary _ e po i
rersonal as percent inccme as j and Trust Compenies
trust assets of the percent of the Amount Index
Cbillions Unitfed States United States {billions (1948 100)
of dollars) tetal total of dollars)
(1) (2) 3) (4) (5)
Year '
1800 . 336 . penve 4 8
1912 cocore 314 cerene 7 13
1922 0.2 ressee . 18 35
1929 18.5 30.4 65.6 30 58
1933 16.0 303 64,0 25 48
1938 18.5 30.3 51.8 36 69
1945 22.5 . 28.8 51.3 44 84
1948 25.0 28.9 48.7 52 100

2 Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut, New York,
Pennsylvania, Illinois.

{source notes on next page)

Trusts Administered by Banks
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Netes to Table B-6 (concl.)
Column

1 Pennsylvania, 1900-1848: Comparative Statement of Consolidated Resources. . .,
Pennsylvania Department of Banking (data for national and state banks);
Annual Report of the Comptroller of the Currency, 1949 (data for naticnal
banks).

- Massachusetts, 1900-1948: Annual Report of the Massachusetts Commissioner
of Banks, 1535, p. XXVI (data for state banks); */Institutional Investors

. “For, Besic Industry in New England,’’ Menthly Review, October 1948,
Federal Reserve Bank of Boston, Statistical Appendix (data for national
and state banks).

Hlincis, 1929-1948: Statement Showing Total Resources and Licbilities of 111~
inocis State Banks, State Auditor of Public Accounts {duta for state banks).

New England states, 1930-1947: Table B-13.

New York, 1929-1948: Estimates of cssets administered by state institutions
based chiefly on following sources: (1} "Trustees of Funds in New York
State Consider Revamping Portfolics’! Wall Street Journal, April 12, 1850,
(2) Capitalization of income of trust departments of trust institutions for
1841 on the basis of the relationship of the fee rate to the amount of prin-
cipil (see Table B-9). (3) /Fiduciary Business of UJ.S. Trust Soars,”! New
York Times, January 4, 1850. (4) Unpublished data for selected years on
the value of personal trust assets cdministered by the trust departments of
several large state institutions having « sizable trust business. (5) Unpub-
lished estimates of personal trust assets administered by all state institutions
in New York, cbtained from cfficials of several institutions with large trust
departments,

(S

1900-1948: Statistical Abstract of the United States, 1950; estimates for 1912,
1522 and 1929 interpolated from decadal census figures.

3 1929+1948: Statistics of Income, various issues,

4 1800, 1912, 1922: Derived by extrapolating backwards the estimates for the
years 1929 to 1948 on the basis of data for Massachusetts and Pennsylvania
on the value of perscnal trust assets (see notes to col. 1) and population
as a percentage of the United States total.

1929-1948: Col. 1 divided by col. 3,

5 1900~1345: Based on col. 4,
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Estimated Value of Certain Personal Trust Funds Based on Capitalization
of Incomes Reported in Returns to the Bureau of Internal Revenue

Income irom Individuals?
Fiduciaries Reported in Income from
Individuals’ Income Tax Fiducidry Fiduciaries
Returns Excluding : Income as a Proportion
Dividends Excluding of Fiduciary
and Capitalized Value of Income Tax-exempt Income Excluding
Tax-exempt Tax-exempt from Fiduciaries Reported Interest Tax~exempt
interest interest Average Yield by Individuals (millions Interest
Year (millions of dollars) (percentage) " (billions of dellars) of dollars) (percentage)
(1) - (2) (3) T4 RO (6) (7)
1922 258 5.95 4.3
1923 329 6.04 5.4
1924 310 5.80 5.3
1925 306 5.47 5.6
1926 333 5.21 6.4
1927 422 4,97 8.5
1928 462 4.94 9.4
1929 520 5.21 10.0
1930 449 5.09 8.8
1931 398 5.81 6.8
1932 330 6.87 4.8
1933 296 5.89 5.0
1934 297 5.69 5.2
1935 336 5.50 6.0
1936 ‘ 835 5.30 15.8
1937 841 5.10 16.5
1938 666 4,90 13.6
1939 : 724 4,71 15.4 1,328 54.5
1940 782 4,72 16.6

1941 784 4.74 18.5 1,565 50.1



Year

1942
194

1944
1945
1946
1947
1948

Column
i

Table B-7 {concl.) B~ 23

Income from Individuals’
Fiduciaries Reported in Income from
Individuals! Income Tax Fiduciary Fiduciaries

Returns Excluding Income s a Proportion
Dividends Excluding of Fiduciary
and Capitalized Value of Incomo Tax-exempt Income Excluding
Tax-exempt Tax-exempt from Fiduciarics Reported interest Tax-exempt
interest interest Average Yield by Individuals (millions Interest
{millions of dollars) (p ercentage) (billions of dotlars) of dollars)} (percentage)
(1 (2) (3) €] {5) (€) (7)
783 4.48 17.5
839 4,22 19.9
923 3.96 23.3
46 3.70 25.6 1,617 58.5
1,108 4.10 27.0
-1,231 4,51 27.3
1,315 4.91 26.8 2,338 56.2

1922-1935:  Statistics of Income for 1545, Part 1, Table 21, pp. 233-41; excludes individuals! income from dividends on stock
of domesti¢ corporations, tax~exempt interest, capital net guin from sale of assets held more than two years, and dividends
on share accounts in federal savings and loan ¢ssociations.,

1036-1945: Statistics of Income, loc. cit.; excludes individuals’ income from tax-exempt interest.

1946-1048: Preliminary reports on Statistics of Income, Part 1, Treasury Department, varicus releases.

1922-1933: Moody's corporate bond yield averages (Banking and Monetary Statistics, p. 468).

1934-1935: Based on interpolation between yields for 1933 and 1934.

1939, 1941, 1945, 1948: Based on effective yield rates implied in estimates of perscnal trust assets, excluding tax-exempt
bonds, derived by capitalizing returns of fiducicries to the Bureau of Internal Revenue (Table B-3).

1940, 1942-44, 1946-1947: Based on interpnlation between yields for 1939, 1941, 1945 and 1948,

Col. 1 divided by col. 3. Since Col. 1 includes short-term capital gains and losses, col. 4 is likely to cverstate fluctuations
in market value of trust fund assets.

Col. 2 divided by col. 3.

Income of trust funds, excluding tax-exempt interest, as reperted by fiduciaries (Table B-3.)
Col. 2 divided by col. 6.
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Table B-8.

Some Additional Independent Estimates of the Value of Personal
Trust Funds Administered by Banks and Trust Companies

Amount
(hillions
Estimator Year of dollars) Source
Riddle 1932 31 The Investment Policy of Trust
’ Institutions, 1934,
Goss 1933 25-37 Barron’s, March &, 1933,
Westerfield 1938 over 30 Honey Credit and Bonking, p., 1053,
Davenport 1939 50 @ Hearings before the Temporary National
Economic Committee, Part 9, Savings
and Investment, p. 3729.
19486 44,6 Trusts and Estates, January 1947, p, 95,
Stephenson 1947 35 Trust Bulletin, April 1948, "'Trust
Business in the United States, 1547,"!
pp, 19-32

2 1neludes personal trust funds administered by individual trustees, as well as by
corporate trustees,
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Table B-G

Estimate of Principal it Estate and Trust Accounts
in Trust Institutions in New York State, 1941

15 17
Institutions Institutions
in outside
New York New York Nonreporting
City City Institutions Total

1} Trust institutions’ income

from entire trust depart-

ment {millions of dellars) 29.2 . 1.4 3,1 34.3
2} Trust institutions? income

from estates and trust

activities of trust depart-

ment as ¢ proportion of

entire inccme from operas

tion of trust department 0,445 0.710 0.600 0.473
3) Trust institutions’ income

frori estates and trust

activities of trust depart-

ments (millions of dollars) 13.3 1.0 1.9 16.2
4) Proporticn of trust insti-

tutions’ fees tc principal

of estates and trusts 0.0022 0.0022 0.0022 0.0022
5) Estimated value of principcl

of estates and trusts ad-

ministered by trust insti-

tutions (million dollars) 5,050 460 860 7,370

Line

1 For reporting institutions, from Special Report of the Superintendent of Banks, Trust
Department Earnings end Expenses, March 5, 1943, p. 12. For nonreporting insti-
tutions, assumed at 10 percent of reporting banks, from estimate in Special Report,
p. 12, that the reporting institutions '‘on the basis of reported trust department vol-
ume, cdministered more than 80 per cent of the total estate and trust account business
conducted by corporate fiduciaries in this state,’

2 For reperting institutions, from Special Report, Table V. For nonreporting institutiens,
rough estimates based on figures for reporting banks,

3 Line 1 multiplied by line 2.

Estimated on ‘basis of data in Special Report, Table XX.
5 Line 3 divided by line 4.



Year

1248

1939

1529

1922

1912

1900
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Table B-10

Comparison of Various Estimates of Personal Trust Funds
Administered by Banks and Trust Companies

(billions of dollars)

Federal Reserve
Board Estimates |
of Claims and

Bureau of
Capitalization of e Internal Revenue
Income (Bureau of .. State " Direct Capitaljzed
Internal Revenue) & Reperts b Reports V. Dividends ¢
1) (2) (3) {4)
50 52 36 66
30 36 38
30 36-39
18 26-29
7
4

a . 4 .
Includes trustees cther than banks and trust companies, but excludes pension funds.

Probably includes most pension funds, but excludes nonbank trustees.

[+

Coverage of stock us in (a), of cleims as in {b); small amounts cllowed for real estate,

c:ish and miscellanecus cssets.

Estimate for 1950.

Column
1

2

1939, 1948: From Table B-3, ccl. 2.
From Takle B-6, czl. 4.

G. T. Stephenson, *'Trust Business in the United States, 1947,'" Trust Bulletin,
April 1948, pp. 19-32,

From Table B-5, line 1.
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Table B-11

Distribution. of Assets of Personal Trust Funds Administered

by Trust Departments of Active National Banks

.. Bonds
. Stocks

.. Mortgages

Renl Estate

. Time Deposits

- Demand Depos-i‘ts

Total Specified Assets &

Cther Assets

. Bonds

Stocks
Mortgages
Real Estate

Miscellaneous

. Time Deposits

. Demand Deposits

Total Specified Assets

1933

2,518

1,933

709

672

12

183
6,037

276

0.2 7

3.2

100.0

1939 1945

1049

Amount {millions of dollars)

3,787 8,082
2,515, 2,823
550 337
573 465
393 325
33 95
371 654
£,222 12,781
1,062 2,944

11,149
4,089
563
572
697
192

699
17,961
3,625

Percentage Distribution

46.1 63.2
30.5 22.1
6,7 2.6
7,0 3.6
4.8 2,5
0.4 0.7
4,5 5.1
10,0 100,0

82,1
22,8
3,1
3.2
3.9
1.1
3.9

100.0

1952

14,517
5,267
810

736

421

23,443
16,223

61.9
22'.'5
3.5
3.1

3,7

3.5

100.0

Source: Annual Report of the Comptroller of the Currency, various issues, e.g. 1952, pp.

103, 106.

@ \ostly custodian, agency and similar accounts. Specified assets apparently alse include
substantial amounts held in such accounts, i
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Table B-12

Distribution ¢f Assets of Personal Trust Funds Administered
by Trust Institutions in Massachusetts

i%0¢ 1912 1922 1529 1933 1639 1545 1947
- Amount (millicns of dollars)

Total Assets 13.9- 68.1 . 316.8 755.2 956.2 ~1,155.0 | 1,306.6 1,38

383.9
Total Bonds 3,0 8.6 128,8 ; 303.8 393,1 465.8 525.5 574.2
Federal, state and ‘ :
local Government 0.4 2.2 £3.4 85.5 117.1 185.4
Other 2.5 6.4 65.4 218.3 : 275.0 ' 280.4 :
Total Stocks 26 306.2 125.3 324.6  433.1 1535.0 656.6 (93.8
Mortgages 6.2 18.1 29.6 61.8 " 534 33.0 1x.7 8.1
Real Estate 1.1 7.0 16.7 » 34.2 44.G ' 51.0 33.5 : 31.7
Loans and Discounts 0.5 2.0 2.4 3.7 3.2 3.0 2.2 2.7
Demand Deposits - S 0.9 6.7 15.8 16.3 43.0 53.2 52.2
Time Deposits 0.1 0.5 2.4 8.6 7.9 17.0 17.1 16.2
Other 0.3 0.8 3.0 2.8 5.3 7.0 5.7 5.0

Percentage Distributicn

Total Assets - 100.0 ©100.0 100.0 100.0 100.0 100.0 100.0 100.0
Total Bonds 21.7 128 40,6 40,2 41.1 40,2 40,2 41.5
Federal, state and '
local Government 2.9 3.2 20.0 11.3 12.3 15.8
Other 18.8 9.4 20.6 28.9 28.8 24.4
Total Stocks 18.8 44.4 39.6 43.0 45.3 43.5 5¢.3 59,4
Mortgages 44.9 266 . 9.3 : 8.2 5.8 2.9 .9 0.6
Real Estate 8,0 10.3 5.2 4.5 4.6 4.4 2.6 2.3
Loans and Discounts 3.6 2.9 0.8 0.5 8.3 0.3 0.2 0.2
Demand Deposits S 1.3 2.1 2. 1.7 3.7 4.1 3.3
Time Deposits .7 0.7 0.5 1.1 0.8 1.5 1.3 1.2
Other 2.2 1.2 1.6 0.4 0.5 UG 0.4 0.4

Sources: 1800-1939: Annual Report of the Hassachusetts Commissioner of Banks, 1939, p. XXVI.
1945-1647: #'Institutional Investors Form Basic Industry in New England,’’ Monthly Review, Cctober 1948, Federal Reserve Bank
of Boston, Statistical Appendix.
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Table B-13

Distribution of Assets of Personal Trust Funds Administered
by Banks and Trust Companies in the New England States

1930 % 1933 %5 1935 @ 1945 @ 1047 ©

Amount (millions of dollars)

Total Assets 1,625 1,817 2,718 3,493 3,165
#onds 5506 £31 945 1,218 1,175
Stocks 708 774 1,279 1,535 1,397
Mortgages 141 135 120 &3 27
Real estate 64 a5 137 124 70
Miscellaneous vae v 10 2 21
Loans and discounts 5 B 4 2 O
Demand deposits 21 22 55 101 102

Time deposits 15 23 €6 . 56 43
Cuier 96 130 72 334 331

Percentage Distribution

Totsl Assets 1GC.0 106.0 100,0 10,0 100.0
Zonds 33.8 34.7 35.5 34.9 37.1
Stocks 43.5 42.5 47.1 45.7 44.1
Mortgages G8.7 7.5 4.4 1.8 U,5
Recl estate 5,2 5.2 5.0 3,3 2.2
Miscellaneous e cne N 0.6 3.7
L.oans and discounts (3.3 0.3 G, 1 4,1 .0
Demand depasits 1.3 1.2 2.4 2.3 3.2
Time deposits 1.2 1.3 2.4 1.6 1.4
Other 5.9 7.2 2.7 3.5 1C,5

2 Does not include personal trust assets administered by state banks and trust companies in
Maine, which comprised less than 1 percent of the New England total.

b Does not include personal trust assets administered by national banks. In 1839 these assets
cecounted for 22 percent of the New England total,

Scurce: /Institutional Investors Form Basic Industry in New England,’’ Honthly Review,
October 1943, Federal Reserve Bank of Boston, Statistical Appendix,
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Table B-14

Percentage Distribution of Trust Investments of 196 Trusts

1919 1922 i929 1932

Total Assets 100.0 100.0 100,0 100.0
Trtzl Bonds 229 31.0 31.3 35.8
U.S. Government 3.0 4,7 1.6 3.1
State and local 5.9 10.6 16.9 14.1
Other 14.0 15.7 158 15,1
Total Stocks 42.9 41,4 40,1 36.8
Preferred 7.9 7.5 5.9 4.4
Common 35.0 33.3 34.2 32,4
Mqrtgages 16.5 13.0 21.5 22.3
Real Estate 17.0 13.6 6,2 3.0
Miscellaneous 3¢7 1.0 0.9 1,6

Source: The Investment Policy of Trust Institu'ions, M. Gilbert Riddle, 1534, Table VIII,
p. 147.
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Table B-15

Percentage Distribution of Assets of Discretionary Personal
Trust Departments, by Geograpaical Regions

Type of
Investment

Federal, State and
Local Government
Securities

Lorporate Bonds
Total Bonds

Common Stocks

Preferred Stocks
Total Stocks

Mortgnges and Real
Property

Total

New
England:
States

42.8

54.3
41,0
3.0

44.0

1.7

100.0

1643
Eastern Southern
States States

44,3 46.8
12,3 13.6
56.6 £50.4
23.0 20.0
14.4 10.0
37.4 3.0
6.0 9.6
165,0 1CG,0

Mid~
Western
States

39.4

20.9
60.3
27.7

8,2

35.9

3,8

100.0

Western
States

47.3

13.6
£0.9
18.7

7.7

26.4

Pacific
States

54.4

3.6

100,G

U.S.AL

25.3
10.9

36,2

Based on $176.4 million of trust assets in 463 typical discretionary trust accounts held by 96
trust institutions in 50 cities of 34 states.

Scource: ‘'Present Day Practices in Diversification of Trust Investments,’! Gilbert T. Stephen-
son, T'rust Bulletin, September 1544, beginning on p, 14. ‘
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Appendix C

Notes and Statistics on Size Distribution
among Financial Intermedicries

1. An Introductory ¥Warning

At first sight size distribution appears to be a simple enough concept. It is used here
to denote a measure, or rather a set of measures, of the distribution of the total assets of
a group of financial intermediaries at a given date among the units making up the group.
The distribution to which the concept is most commonly applied is that of total assets or
a similar magnitude, It is for instance asked what is the share at the end of 1948 of the
ten largest life insurance companies, or the top percentile of all life insqrance companies,
in the total assets of all life insurance companies operating at that date in the United

States. 1

1 The concept can also be applied to a distribution of units not according to the size of
their assets but by other charccteristics, e.g. by location. This leads, for instance, to a
measure of distribution — discussed in Secticn 8 of Chapter IV, and Secticn 3 of this
Appendix — of the cssets of fincmcicl intermediaries in New Ycrk City.

Lven the simple approach limited to q one~way distribution (by size of assets of indi-
vidual units) of one aggregate (total assets of a group of financial intermediaries) raises a
number of problems, some fo which are purely statistical while others are »f a more complex
nature. From g practical peint of view the most important of these are:

1. The definition of the group of financial intermediaries to which the measure of
size distributicn is applied.

2. The measurement of total assets of individucl units, and hence of the group.

3. The choice between a narrow {legclly independent entity) and a broad {common
control by stock awnership or other means) basis of distihguishin'q individual units,

4. The precise nature of the measure of distribution to be used.

The first problem generally does not give rise to serious difficulties, There may be a

question, for instance, whether to treat all property insurcnce companies as one group or
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to distinguish, for the purpcse of calculating measures of size distribution, two separate
groups (fire and marine; casualty and miscellaneous), or even a larger number of groups.
Such questions have to be decided from case to ¢ase. The main criterion generally will
be whether the units are sufficiently simijlar in the nature of their operations to be re-
garded as belonging to one ‘!industry,*’ which in turn may be interpreted as meaning
whether or not they are directly in competition with each other. Na classification of this
character will ever be entirely satisfactory in serving all phrposes, but the possibility of
obtaining misleadipg_ results shouid be small unless gross errors are made in selecting
the groups to be used and in assigning individucl units to them.

The second question likewise does not raise sericus difficulties so long as the assets
of the different units in the greup are vulued on the same basis, i.e. so long as all units
value the same type of asset or liakility in the same way. It remains true, however, that
even u basis of valuation uniform for all units, such ¢s valuation at original cost, will
nct produce exactly the same measure of distribution as alternative uniform valuation
methods, e.g. market price, because the ratio of book to market values differs as between
individual units. It is unlikely, however, that measures of distribution will differ signi-
ficuntly unless there is a marked correlation between the size of the units and the ratio
of book to market values (cr the ratio between other possible measures of vcluation),

Differences between the narrow and the bread basis, on the other 'hqnd, are often very
considetrable. They do not arise where intragreup ownership or common control by owners
outside the group is absent or negligible. This is the case, for instance, for mutual sav-
ings banks, savings and loan associations, credit unions, and mutual and fraternal insur-
ance organizations, generally because the legal ferm of organization does not permit
ownership control of one unit by another unit in the group, or ownership control of mare
than one unit by the same group of outsiders. Whergver the corporation is the predominant
form of organization there is a possikility of intragroup ownership contrel or of control
of more than one unit by identical outsiders, and there is also the possikility of control

by otoer means such as interlocking directorates or management contracts, These possi-
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kilities have been realized, although to a different degree and to an exteni chcmging;_over
time, in the field of commercial banks, stock property insurance companies, investment
companies, and sales and personal finance companies. They may take the form either of
operation through fully-owned subsidiaries of a common parent holding company, such as
is common among sales cnd personal finance companies, chiefly because of the character
of state regulatory legislation applicable to them and in some areas among commercial
banks;" or of groups and chains, held together by majority or minority stock ownership, such
as are found among property insurance companies,.closed-end investment companies and
commercicl banks; or, finally, of common management without ownership control, encoun-
tered among open-end investment and property insurance companies. There would seem to
be little doubt that it is_jvpreferczble, as being mcre in keeping with the realities of the sit-
uation, to regvcrd parents and fully-cwned subsidiaries as one unit in measuring distri-
pbuticn. The decision is open to question in cases of majority ownership, and is still
more in doubt for minority ownership and contrel by means other than ownership. For some
purpases it is preferanle tow.cdhere to the legual concept and to count each formally in-
dependent unit separately, wnile for others all units under common owne_rship or manage-
ment, are better counted as one unit. Hence, mecsures of distribution should be calculated
_ on bath bases for those-branches of financial intermediaries in which groups are of signi-
ficance, one mecsure being based on the narrow (legal entity) and the cther on the bread
{commof control) concept. The avcilcble statistical data do not clwc_ys permit this to be
done, but it has been possible to calculate both ratics for property insurance compcnies
and management investment companies beginning with the late nineteen-twenties, the
groups and period for which differences between the two measures are likely to be conside
erabla.

Statisticians have not yet devised a generally accepted single measure of size dis~
tribution applicable to all situations. Probably the most popular device for measuring size

~distrihution is the so-called Lorenz curve. When applied to the assets of groups of financial
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. intermedidries the curve reflects the share in the group’s total assets of individual units

cumulcted from the smallest to the largest ufxitgz The Lorenz curve can be plotted only if

- 2 The curve is calculated by determining the cumuldtive share in the total assets of the
-group of the first, second, etc. percent of all units arrdnged by size starting from the small-
est ones (or such other percentages: as are available from a size distribution). If a group’s

- total assets were equally divided among all units, the cumulcted percentages of units and

- of assets obviously would be identical, e.g..any 10 etc. percent of all units will also account

~for 10 etc. percent of total assets. Whenever a group’s total assets are unequally distributed,

- the cumulated percentages of assets (stcxrtmg from the sm0116st unit) cre smaller than the

corresponding percentages of number of units, The extent of the difference between the two
percentages - tcken either at selected points o§ t’le curve or summed over its entjre range —
-then measures the degree of inequality.
‘the assets of all individual units belonging to the group are known so that they can be
arranged into a size/dis'tribqtion. This is not generally the case for financial intermediaries,
particularly before the nineteen-thirties, Presentation of Loorenz curves, therefore, has been
limited to the yezr 1649 and'to the larger groups of financidl intermediaries. For the other
yaars, and hence for the measurement of changes in size distribution, use has been made
of five simple measures, viz;y

}. The shure of the largest individual unit in
a group’s uggregate assets

2. The share of the ten largest units
3. The share of the one-hundred largest units

4, The share of the top percentile of units (i.e. the
largest one-hundredth of the total number of units)

5. The share of the top decile of units.
Rationale and interpretdtion of ratios 1 to 3 differ scmewhat from those applicable to
4 and 5. The share of the ten or one-hundred iargest units obvicusly dces not take wccount
f differences in the number of units belonging to a group either as between different dates
or as bstween different groups« Hence these shares will, «ther things being equal, be smaller
the larger the number of units in the group, The share of the top percentile or top decile of
units, on the other hand, qutcmatically makes allowance for difference on changes in the
number of units (the top percentile, for instance, comprises the largest ten units of a group

of 1,000 but comes to include the largest tweaty if the number of units in the group increases
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te 2,000), and is therefore based on a changing number of large companies. For a full
understanding of the chaayes in size distribution it is generally necessary to consider
beth types of measures, those based on an absolute number of large units and those
derived from a fixed percentage of all units in the group.

Mecsures of size distribution based on a giVen proportion of the number of all units,
such as ratios 4 and 5, have the disadvantage that they are very sensitive to ‘the extent’
to which very small units, often quite numercus but of ne?;l@gibl’é quantitative importance,
are covered by the statistics. They may therefore vary, overl time or as betw‘een different
yrou;-s, depending solely on completeness in coverdge of small units and changes in it.
Ratins of a given number of large units, such as ratios 1 to 3, are hardly susceptible to
this variation (as total assets of the group are cnly slightly increased by the addition of
these of the smallest units), antd hence are generally preferable for comparisons cver time
where the deqree of coverage in the basic stutistics has changed significantly, unless
there has been o substantial change in the total number of units consistently defined. In
that case, and therefore also in most cases of compuriscns of size distribution among
indlustries, shares of a ¢iven proporticn of all units are less likely to be misleuding,

It must now be emphasized as strongly as pessikle that all measures of size distri~
butionvused here <o nothing but summarize the sjze distribution of total assets amony
units belonging to one group of finuncial intermedicries, They canriot be used w:ithout
further investigation, which would have to extend far beyond the ficld covered by this
study, as indicators of “concentration of eccnomic power’! or s measures of the degree
of competition and monopely. All that can be cloimed is that the statistical measures of
size distribution of total ossats in any given group of financial intermedjaries at a given
dute provide indications of potential economic power, but they cannot tell anything ahcut
the questions whether and how that potentiality has peen realized, The statistics of size
distributicn may indicate a high iegyree of inequclity among the sizes of individual units

and yet an industry may be quite competitive and evidence little actual use of the potential
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gconomic. power inherent in the concentration of a large proportion of the group’s totnl
cssets in a few enterprises. On the other hand a statistically low degree of inequality
may hide monopolistic characteristics and abuse of economi¢ power exercised through
«ther means such as cartel-tvpe cxg‘reementsKSimilarIy, chianges in statistical measures
of size distributicn cver time may provide o starting point for an investiyation of
changes in the degree of monopoly or concentration of aconomic power, but taken by
themselves they cannot do much more than that,‘ It would mean taking a low view of the
tasks and difficulties of economic and socislogical cxnalysis‘lto believe that cclculition
of a few simple statisticcl measures could provide the answers to economic problems
of great complexity. All that such statistical measures can do — and that is not a neg«
lizible wchievement and one that must precede further and more adequate analysis — is
to threw into relief certain quantitative characteristics of the structure of financial inter-~
merirries which may Le, and cften are, of economic importance. By deing so they may
possicly lead to the formulaticn of hypotheses, but such hypotheses then have to be
explered in much more detcin and often by quite different methods before being confirmed,

rejected or madified.

2o Size Distribution of Financinl Intermedicries
on a Naticnal Seclie

This sectien deals enly with size distribu;ion of financial intermediaries (in the purely
statistical sense of the share of the largest units in total assets or deposits) on a national
scule.v This means that <l financial intermediaries of @ given type operating within the
United States are regarded as constituting one /‘population.’’. The question of size distri~
bution «at the local level, i.e. the shure of the largest units in assets or deposits of all
financial intermediaries of one type operating in one city, will be tcken up in Section 3. -
We shall begin by describing the character of the size distribution existing in 1949 among

@}l major groups — about « dozen — of financinl intermediaries, and by a brief exploration

of the significance of the differences in distribution that will be found, This will be
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followad by a look at the trends in size distribution between 1900 and 1949 for the most
important types of financial intermediaries that have operated throughout the first half of
the twentieth century insofar as the material 1s available, ise. for commercial and mutu‘nl

savings banks, savings and loan associatjons,.and life and property insurapce compahies,

a).  Size distribution of financial intermediaries in 1949

As has been pointed out in Section 1, two types of measures readily suggest themselves.
The first is the share of the largest one, ten or one;-hundred units, or of the top percentile
or decile among each group of financial intermeédiaries; the second the Lorenz curve, Be-
cause it cové:s the entire size range and can be approximated by an algebraic expression,
the L.orenz curve is theoretically a preferable measure of distribution. However, the data
necessary to construct Lorenz curves are not available for all types of finuncial inter-
medisries or for all benchmark dates, and the measures characterizing the shape of the

Lorenz curve are somewhat more difficult to understand than the simple shares of the

lurgest units.
Table -1 shows, where applicable, five measurés of size distribution for each group
of financicl intermediaries? the share of the largest .one, ten and one-hundred units and
the share of the top percentile and decile of‘l;nits, In g few cases where the differences
are significant, separate figures are shown on the narrow (legal entity) aﬁd the broad
(commen control) basis. The share of the largest indjvidual unit in total assets {or de-
posits or other relevant aggregate) of a group of financial intermediaries ranges from
less then 1 percent for savings and loan associations to more than 20 percent for salés

finance companies. 3 Differences are similar for the shares of the largest ten and one-

3 Figures shown in text and tables of this appendix do not reflect later revisions made in
total assets and distribution of assets of the various financial intermedjaries. However,
the measures shown here would be only slightly altered if the later figures were used, "

¢

hundred units. The share of the largest one-hundred units, for instance, is as low as

21 percent for savings and loan associations, but reaches 97 percent for life insurance

companies..
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Table C-1

Size Distributjon among F inancial Intermedjaries, 1949

Percent ofdepqs.itsba or assets @ held by:

Lgrgest L Tep
10 ©100 Percen-  Decile
Unit Units Units  tile
1} Commercial banks: A 4,0 19,7 45.5 43,8 76.9
2) Mutual savings banks 44 24.4 72,7 15,6 58,1
3) Savings and loan associations . 0.7 4.8 20.6 15.4 48,4
4) Credit" unions e 5.2 23,6 13,7 51.1
5) Personal trust departments (5.0} (23-25) 78.7 47,0 91.7
6) Life insurance companies 16.3 66,4 96.5 55,5 83.2
7} Fraternzl insurance organizations ) 47,2 s 1675 62,7
8) Fire insurance companies 4,8 28,4 . 22,0 64.0
9) Casuoclty insurance companjes 5.7 32.3 epe 15,7 62.5
10): Property insurance companies? A 2.6 16.8 52.6 16.3 52.3
8 5.3 31.8 79.5 2671 68.7 |
11) Mansgement investment ‘ »
companiess A 8.7 36,0 e 14}.2 53.0
B 6.5 47.5 . 9.5 47,5
12} Scles fincnce companies (1347) 23.3 £6.6 36.6 70.7 30,1
13) Personal finance companies 17.3 o 5'3;;75 ae o RS
- 14} Investment bankers and
security dealers 7.1 30.3 34.8 21.8 75.6

@ Percent of total deposits for banks, of participations in registered issues for investment bankers
and security dealers, and of total assets for other groups.

b

“Thirteen companies with assets over $10 million.
A:. Based on legal entity, unadjusted for existence of common control,.

Br Adjusted for the existence of common control..
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l to 12+
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Notes to Table Crl (concl,)

Tables C-8 to C+22, except for the shates of the largest drd ten largest
personal trust departments, which afe very _x-gpgh estimates.,

See notes to Table 2~26.-



C- 10

These measures are influenced by the number of units within a group, and hence are
necessarily higher for groups consisting of a ;elativeiy' small number of units such as
life insurance companies, mutual savings banks, and investment companies, than fo; groups
made up of a much larger numbef of units such as commercial banks and savings and loan
associatjons, It is therefore often preferable to use a measute which in some sense ad-
justs for this difference in the number of units belonging to g group. When such measures
are used the differences among types of financial ;ntetmedia;ies, though still quite pro-
nounced, are sorﬁewhat reduc:ed. What is more jbtetes_ting; the different branches of finan-
cial intermediaries now seem to fall in to a few distinct groups shox&*ing a substantiqlly
different degree of concentration,.-

The share of the top percentile of units is low ~ smaller ‘than one-sixth — among
mutual savings banks, savings and loan associations, credit unions, fraternal insurance
organizations, property insurcnce companies cnd management »investmen‘t companies.\.

It is high —~ close to or in excess of cne-half - for commercial banks, personal trust de~
partments, life insurance companies, scles finance companies and personal finance com-
panies. Mo;eover_, there is o wide gap between the highest ratio in the first group (22 per-
cent for investment bankers and security dealers), and the lowest ratio of the second group
{47 percent for personal trust departments). The situation is similar if instead of the

share of the top percentile,ﬁ the share of the top decile is used as the measure of size
distribution. The same groups show relatively low ratios — now ranging between one-half
and two-thirds — énd the same ones show high raties -~ now nine-tenths or mere ~ cs when
the share of the top percentile of units was used cs tﬁe criterion.

It may have been noticed that most groups with low ratios operate lacc:lly, i.e, their
oifices are located in one city or metropolitan area, and most of their depositors and direct
borrowers are situated in the same areq, though this arplies more to measures based on
th.e largest units than on these using percentiles, 4 On the other hand, most groups with
4 7o the extent that resources cre invested in the securities of the Federal Government or

of lurge corporctions, the distinction between localized and natjon-wide operctions loses
its significance. This fact, however, would sericusly invalidate the value of the distinction
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only if either most of the assets were so invested, or if the remaining gecgraphical differ-
ences in the sources of funds and in the location of offices were regarded as of negligible
impaortance.
high ratios operate on ¢ nation-wide scale; i.e. their office or agency-net covers the en-
tire United States or considerable parts ¢f it; they draw their funds not from « restricted
gecgraphical area but agein from the entire territory of the United States or large sectors
of it; and they make their rescurces qvailable to borrowers distributed over a similarly

wide area. This grouping is entirely naturclk“‘s

> Even if the number of units and the pattern of size distribution were the same in every
city but total assets varied among cities, national concentration ratios would generally be
higher than the uniform local ratics as is readily apparent from simple numerical examples.
Assume, e.qg. three cities each with five units having assets of ratics 1: 2: 3: 4: S as
follows:

City
4 B c All three
Unit 1 50 100 150 300
Unit 2 40 30 120 240
Unit 3 30 60 99 180
Unit 4 20 40 60 120
Unit 5 10 20 30 60
Total assets 150 300 450 900

370 _
The ratio for the first quintile of unitson a national basis is 900 = 0, 411 against 0.333 for

each city. The difference will be relatively larger if there is positive correlation between

degree of concentration and size of city (measured by assets)+ and smaller if correlation
is negative {see Section 3, part bj."

There are, however, appurent exceptions in each instance. The ratio for property insur-
ance companies is close to those typically found for local intérmediaries -although many
property insurance companies operate on a nation-wide basis. This apparent exception dis-
appears if we take account of the existence of groups (fleets) of companies which are parti-
cularly important in this industry. On the other hand, commercial banks ~ although essenti~
ally local in operation — show @ ratio close to.t"nc:t typical for financial intermediaries

operating on a nation-wide scale, This may be due to operation beyond the local level on
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the part of large banks, particularly those in financial centérs like New York and Chicagoy
ar it may reflect very high loccl ratios, a questjon that will be invest@gated in Section 3.
The =pparent deviation is still more striking in the case of personal trust departments. -
Though in form local they show as high a share fo; the large units as nation-wide inter~
mediaries. There are three possible explanations, first, « high degree of concentration of
wecalthy individuals in g few cities, well in excess of the conéentration of population,
naticnel income and assets of financial inte;media;igsf secondly, a very high degree of
local concentration of personal trust bus_inessi’ and thirdly, the likelihood that personal
trust departments of large banks in financicl centers attract business from well beyond
their metropolitan area. All three factors probably have actually been ot work.

Locul or nation-wide operation — understood in the effective rather than the formal
sense - seems to be the only characteristic of financicl intermediaries which is reasons
ably clesely connected with the shape of the size distribution of assets, At lecst no such
connection is evident when financicl intermediaries are grouped by two cother criteria which
might be thought to reveal such a relation — age «nd s.ize, There is no evidence that the
share of large institutions is higher for old branches of financial intermediaries, such as
banks and insurance compunies, than for new branches like investment compeonies, credit
unicr s, and sales and personal finanece companies. Nor do large groups of financizl inter-
medizries, measurerd by total assets, such as commercial banks, life insurance gompanies,
cn:i personcal trust deportments, seem to have higher ratios — once the local or nation-
wide character of operstions is taken into account -~ than relctively small groups like
mutual savings banks, savings and loan assnciations, management jnvestment companies,
credit unicns, property insurance companles, sales finance and person«l finance companies.
Indeed, the highest ratios are shown by two relatively smcll groups (sales and personal
finance companies), but the lowest ratios are alsoe frund among smaller tronches of financial
intermedicries {credit unions} savings and leon associctizns).

Essentially the same picture of size distribution is shown in Chart C+1 by Lorenz curves

for almost a dozen groups of finuncial intermedicries as of 1943, This chart provides a pic-~
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ture of size distribution over the entire size range fer each'grbup of intermediaries rather
than Jimiting itself, as Table C~l necessarily doesy to indicating the shares of the large
units, " As the chart is earranged the character of the distributfon i$ indicated by the size of
the 'segment between the Lorenz curve and théfdfagohsl Itne of equal distribution in comparison
to the size of the entire triangular ares between the dfaguhtl‘ahd the horizontal and vertical
.axc8,  The larger the areq of the segment compated 16-that of the triangley i,e, the more convex

6

_ the Lorenz curve is to the ho'r’?zontn’i axisy the Aore vﬁequdl the di&tribution,

For & mathematical dlsaussion of measures af size distribution derived from the Lorenz curve
see, for instance, The Advanced Theory of Statisticsy by M,-.G, Kendall, Vol, 1, pp, 43~45,

.. ‘.

It is immediately evident from Chart C+l that the inequality in the distribution by size
is considerably less pronsunced for savings and loan associations, mutual savings banks

and credit unions 7 «nd propetty insurance companies © than for life insurance compenies,

7 While the curve labelled */credit unions’* is actually based on federclly-chartered unions,
which in 1943 accounted far 46 percent of the number and 38 percent of the assets of al}
credit unions, there is no reason to assume that the shape of the curve would be consicer-
ably different if datc had been available also for state-chartered unions.

8 If the curve for property insurance companies were based on ‘/fleets’! {i.e. groups of
affiliated companies}, inequality would ke considerably more prenocunced,

cles finance companies and personcl trust departments, and for commercical banks it is
approximately mid-way between that typical for the other two groups, 'Ir; the first group it
takes the top decile of units to account for cne-half of the total assets of the iranch of
firzncial intermediaries to which the curve applies, In the second group usually 1 to 2
rorcent of the units, and in some cases considerably less, suffice for the same purpose,
Alternatively, the largest 50 percent of the units accounted for not much over 80 percent

of total assets in the first group of intermediaries, but represented 98 percent or more of

total assets among financial intermediaries belonging to the second group. @

9 No mention is made in the text of the degree of inequality in size cmong investment
bankers and security dealers first beccuse of the lack of comprehensive data, and second-
ly because of doubts whether in this cuase, total assets, net worth or volume of business
{represented e.g. Ly participction in underwritings) provide a better basis for the calcu-
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Sources for Chart C-1

Statistics of Income for 1949, Source Book.

‘Commetcial banks: Deposits of insured commercial banks as of September 30,

1949 from Annual Report of the Federal Deposit Insurance Corporan
tion, 1949; ppo 82, 92;.:..

Mutual savings banks: Derived from the u1rectory of the National assocntmn of
Mutual Savings Banks, #utual Savings Banks of the United Stotes 1950.
Data refer to deposits.

Personal trust departments: Data for 1947 from "*Trust Business ip the United
States 1947,'! by G, Stephenson, Trust Bulletin, April 1948, p. 21.

Statistics of Income for 1949, Source Book,

Credit unions:” Covers federal credit unions, from Annual Report of Operations —
Federal Credit {nions 194¢, Federal Security Agency.

Savings and loan associations: Covers Federal Home Loan Bank members, from
Uembined Financial Statements; liembers of the Federal Home Loan

Bank System 1942, Home Loan Bank Board,

Mcnagement investment companies: Unpublished Security and Exchange Commise~
sion data.

Sales finance companies: Statistics of Income for 1949, Source Book.

Investment bankers: Derived from Securities and Exchange Commission, Statis-
tical Bulletin, March 1950, pp. 8-9

Security and commodity exchange brokers: Statistics of Income for 1949,
Source Book, -
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lations The few relevant figutes ovailable for 1949 and 1937 have been assembled in Table
C-20. The difference among ratios derived from different bases is striking, Inequality is
quite pronounced if based on ejther new corporate issues managed or assets of incorpor-
_ated security dealers, the distribution closest in concept to that used fer other groups of.
financial intermediaries and one which may not be entirely unrepresentative for unincor-
norated security dealers also; but is relatively low if calculated on the basis of under~
writing participations or net worth of the 400-odd firms of substantial size,

While it is evident that there are considerable djfferences in the degree of inequality in
size if different groups of financial intermedjaries afe *compalred - even though the Lorenz

curve appears to be fcitly far from the diagcncl in all cases = it rtemains to be seen whether

1

inequality is smcller among financial intermediaries thap among nonfinancial business en-
tersrises, or whether it is significontly higher. The comparisons necessary to decide this
question are rather difficult to make. One way would be a comparison of _the shape of the
size distribution in the different btanches of financial intermediaries with that found in in-
divigual non~financial industries, In that cose selection of industries for compar_ison presents

o problem, particularly the question how pread the definition of nonfinancicl industries used

for comparison should be. The main immediate obstacle, however, is the absence of compar-
10

wkle measures for nonfinancicl industries and the impossibility of providing them here.

10:rhe only readily available meusures refer to nearly 300 menufacturing industries in 1833
{(National Resources Committee, The Structure of the American Econcmy, 1933, Part I, Ap-
pendix 7), and provide information only on the share of the largest four and eight producers
in tetal value of produet {(and some other wggreuctes) rather than a complete Lorenz curve
based, as in the case of financial intermediaries, con totzl assets. It is evident frem this
matgricl — even keeping in mind the differences between statistical scurces and methods
used — that the share of the largest eight producers varies somewhat more ameng manuface
turing industries than the share of the largest ten urits does among branches of financial
intermedicries, although this may be due simply to the fact that the number of sepcrate manu~
facturing industries is much larger than that of individucl branches of financial intermedi-
aries. The typical degree of inequclity, however, appears to be approximately the same among
manufacturing industries as among financicl intermediaries. Among twenty-one large indus-
trics (defined as having more than 100,000 wage earners) the median share of the largest
eisht producers in total value of product was 26 percent, {The comparable ratio was 32 per-
‘cent for forty-four medium industries and approximately 55 percent for 210 small industries.)

" Themedian fornine of the groups of financicl intermediaries shown in Table C-2, which
probubly is best compared with the figure of 26 percent for the large manufacturing industries,
is 33 percent for 1933, the neorest year for which comparisen is possible, (The ficure repre-
sents data for 1929, 1936, and 1937 in the case of fraternal insurance or Jc.ruzatxons invest-
ment companies, and investment bunkers respectjvely.)
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All that can be done, therefore, is to compare the size distribution among all financial
and all nonfinancial corporations in 1949, using income tax returns with their varying
degree of consolidation between parents, subsidiaries and affiliates. The relevant data,
appearing in Chart C-1, show that over most of the range inequality is slightly less

11

pronounced ameng nenfinancial corperations than among finarcial corporations.™

11 The difference would probably be more pronounced if it were possible tob.include un=

inccrporated business enterprises. In that case both curves would shift toward the dia-
gontl - indicating a lower degree of inequality ~ and it.is likely that the shift would
be more pronscunced for non financial than for financial enterprises. -

In both cases it tokes consider ably less than the top percentile of corporations to
account for one-half of total assets, and the largest S0 percent of nonfinancial cerpor-
ations represented slightly over 99 percent ¢f total assets, while the top 50 percent of

financial corporctions accounted for about one percentage point less of their total

cssets.

&) Changes in size distribution from 1900 to 1949

For obéervvation of the trend in size distribution among the differept branches of finane~
cial intermediaries we must rely chiefly on the simple ratios for the largest units as
they are shown in Table C-2, The only historical size distributions which were easily
avcilable consist of data on savings and loan associctions and commercial banks, and
tnese data appear in Chart C-2, in the form of Loorenz curves, Although it would have
been possible to derive such curve; from the primary matericl for some other groups,
partizularly for insurance companies, the effort required did not seem justified in view
of the peripheral importance of this additioncl information. We may, however, be fairly
coafident that né really’ importunt changes in size distribution will be missed by limit-

ing attention to Table C-2, -
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Sources for Chart C-2

Commercicl banks:. Capital stock datd derived for 1950 from the Bankers
 Almenac for 1850, pp. xvii-xxviii; for 1909 from the

National Monetary Comizission'’s Special Report from
the Banks of the United States, p, 89; and for 1951 from
unpublished tabulations of the Federal Deposit Insyr-
apce Corporation. Deposit data for 1951 from Annual
Report of the Federal Deposit Insurance Corporation,
1951, pp. 156-7, For 1851, covers insured commercial
banks} for the éarlier years, all commercial banks, -

Savings and loan cssocidtions: Mortgage loans outstanding for 1893 from
Commissicner of Labor, Report on Building end Loan
Associations,. 1893; asset data for 1949, covering mem-~
bers of the Home Lioan Bank System, from Combined
Finoncial Statements: fiembers of the Federal Home
Loan Bank System 1949, Home Loan Bank Board,
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There are only six groups of financicl intermediaries which have operated over the
entire first half of this century and for which sufficient date are available to caleulate
the share of the largest units, viz. commetcial benks, mutucl savings banks, savings and
loan assoéiations, life insutance companies, fr aternal insurance companies, and fire in-
surance companies. Among these groups changes in size distribution are small, whatever

the mecsure used, for mutual savings banks and savings and loan assceiations, although
g

a slight tendency for most ratios that measure ’inequali{y to increase over the period can

be detected. In the case of the other four



Trend in Size Distribution among Financicl Intermediaries, 1900 to 1949

Commercial banks
Mutual savings banks
Savings and loan associations
Credit unions
Life insurance companies
Fraternal insurance organizations
‘Property insurance companies
Fire and marine
Casualty and miscellancous
Management investmernt companies
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Commercial bunks

Mutual savings banks

Savings and loan associations

Credit unions

Life insurance companies

Fraternal insurance organizations

Property insurarice companies
Fire and marine
Casualty and miscellaneous

Management investmént companies

Sales finance companies

Personal finance conipanies

Personal trust departments

Investment bankers

Commercial banks
Mutual savings banks
Savings and loan associations
Credit unions -
Life insurance companies
Fraternal insurance organizations
Property insurance companics
F'ire and marine
Casualty and miscellaneous
Management investment companies
Sales finance companies
Pearsencl finance companies
Personal trust departments
Investment bankers ’

1900

1922

Share b of Largest 100 Units

32.2

Shate B of Fop Decile of Units _

Table C-2 {cont.}

1929

43.8
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21.1
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81,7
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1949

1900

1922

1929

1239

1949

Share of Top Percentile of Units

38.8
15.7
14.7

60.5
16.7

Yebd

26,44

49,8
15.8
15.4
13.7
53.5

16.5

22.0
16.7
14.2
70.7
(50-60)
47.0
218
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Notes to Table C-2

@ Grour~adjusted figures for property insurance companies and management investment
companies may be found in Tables C«156 and C-19.

bPercent of total deposits for banks, of participations for investment bankers, and of
total assets for cther groups.

¢ Figures for 1947.

d‘F‘igures for 1837,

Sources: Same asg Table C-l.-
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groups, judgment about trends in size distribution depends to some extent on the meaaure
used, On the basis of the share of the largest ten or one-hundred units inequality declined
between 1900 and 1922; increased sharply from 1922 to 1839; and declined again between
the benchmarks of 1639 and 1949, clthough not epough to undo the advance between the
early twenties and late thirties. If, on the otiier hand, preferehce is given to the share of
the top percentile and decile of units, measures whic¢h adjust for the change in the num-
ber of units within ecch branch of financial jntermediaties, the picture is one of a fairly
continuous increcse in inequality, although =t different speed — generally much faster
between 1900 and 1929 than in the following two decades,

The most interesting cnd most important development is the marked increuse in in-
equality in the nineteen-twenties and thirties which is shown whichever ratio is used; and
which applies to all branches of banking and insurance if allowance is made for the for-
mation of groups within the twenties among property insurance companies. The increase,
however, is of an entirely different chqrccter in the two decades, The nineteen-twenties
were, in the field of finance, the heyday of the merger and concentration movement, com-

parable to the zenith of industricl mergers around the turn of the century, The ratios, how~

" ever, fail to do justice to the extent of this movement, and for two reasons, First, in addition

to concentration through mergers, which are fully reflected in the data, there was concen~
tration through ownership control of groups of banks or insurance companies or other finan-
cial intermediaries by holding companies or by individuals or groups of them, and concen-
tration through establishment of common management without cwnership control. The first

of these forms of concentration is only incorhpletely meusured - not for intrinsic reasons but,
simply because the exhaustive anclysis of primary data necessary for reasongble complete-
ness was beyond the possibilities of this study ~ by the ratios’on the broad (common cen-
trol) basis, while the other is even less amencble to adequate measurement. The second
aspect of the concentratisn movement which the ratics do not fully reflect is the inter-

connection among different groups of financic:l intermediaries which lead to extending
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common control in scme cases — though not in many of importance~ beyond the boundaries
of one group..

The trend toward greater inequality during the twenties was probably most censpicucus
in the field of commercial banking, From 1922 and 1529 the share of the largest ten banks
rose from 10 to 18 percent and that of the ldrgest one-hundred banks advanced from 32 to
44 percent, and this happened while the number of banks declined from nearly 30,000 to
not much over 24,000, The movement would appear even more pronounced if full allowance
could be made for the formation of bank groups and chaing, which had been of enly relative~
ly little importance in 1922, The share of the one-hundred largest banks (now using the

commen control rather than the iegal entity basis) would probably exceed one-half in 162912

12 s estimate is based on adding = rough estimate of depesits of banks belonging to
e . 4.

groups and chains dominated by or including one or more of the top one-hundred largest

independent banks to the aggregate deposits of these banks.

compared to not more than one-third only seven years earlier — an increase in the degree of
inequality hardlvy equalled for any other major branch of financial intermediaries in so
sho;t a pericd,

Increcse in inequality, though not entirely absent, was much less striking ameong life
insurance companies. Here, however, it was not the result of mergers or the formation of
greups and chains, but of s}ightly more rapid rate of growth of the large units duriny z
period in which the numzer of units increased by almost one~third. Indeed, the share of the
- ten largest companies decreased somewhat and the share of the largest one-hundred com-
panies rose by cne percentage point only, The share of the top percentile and decile of
units, however, advanced considerably — the former by about 10 percentage pecints and the
latter by about 2 percentage points - the rise in these two instances being due in part to
the increase in number of companies which e,g, lifted the number included in the top decile

from 35 to 44,
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Developments among property insurance companies provide a good example of the
possibility of being misled by rctios based on the narrow (legal entity) concept. On_:_that_
basis the size distribution would appear to have changed but little between 1922 and 1929,
If instead an attempt is made to calculate ratios for 1929 which take account of the exist~
ence among property insurance companies of groups, /fleets?!, which were of relatively
small importance in 1922, effective concentration is found to have made considerable
strides in the twenties. Among fire and marine insurcrnce companies, for instance, the
share of tho ten largest companies or of the tep percentile of units both increased by
approximately 10 percentage pcints to 40 and 35 percent respectively.

The continued increase in the ratics during the nineteen-thirties was to a large ex-
tent of a different character. Mergers continued to have scme effect, but they were over-
shadowed in most branches by large-scale liquidations which often affected smaller units
proportionately more than larger ones., The movement was agaein most pronounced among
commercial banks, The share of the top ten and one-nundred banks rose between 1929
and 1939 from 18 to 26 percent and from 44 to 56 percent respectively — by coincidence
excctly the same absclute increase in percentage peints as took place from 1922 to

52% - and that of the top percentile of banks increased from 55 to 60 percent althoug
it included only 145 banks in 1939 agcinst 243 banks in 1929. This time even mutual
savings banks were affected, although the ratio increased only a few percentage pcints.
Life insurance companies, on the other hand, showed hardly any increase in the ratios,
possibly a reflection of the fact that mergers and liquidations were relatively rare in this

industry. 13

13 14 these statements ratios on the broad (common control) basis have been used in the
case of property insurance companjes beginning with 1329 when they deviate substantially
from those on the narrow {legal entity) basis, The ratics for commercicl banks weuld also
be somewhat higher from 1629 on if it were possible to make quantitative cllowance for
the existence of bank chains and groups, For mast of the other groups the difference be-
tween ratios calculated on the brogd and narrow bases is insignificant,
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It would thus seem perr’nviss‘ible to summcrize the datz in the statements (a) that the
degree of.ine_quglity in asset size prevailipg umong cammeréicl banks and insurance
companies has increased cqnsiderably duripg'the lqst hq'lfv éentury;- (b) that most of the
increase has taken place between the beqchmark dateé ‘of 1922 ar.ldr 1.939: and (c) that the
process has almost come to a halt — at least in'sofc_z‘r as 1t is reflected in ‘these'sirhple
ratios — in the nineteen-forties. The other branches r\f fipﬁnc;al invtermediaries, which
because of their youth permit a study of the ‘pvr'ocess only since the twénties, add little

to the picture, 14

41 apparent sharp decline in the degree of inequality in asset size among management
investment companies, provided the share of thé top percentile or decile of units is used as
the busis of measurement, reflects the sharp reduction in the number of units., This reduc~
tion, in turn, results partly from mergers and liquidations, but is apparently also due in
part to the more comprehensive character of the statistics available for the earlier part of
-the periods In this case it may therefore be preferable to use the share of the ten largest
‘compcnies as the basis of measurement, which would lend us to infer a slight increase in
ineguality, - ' ' S ’ ‘

3. ;S‘izeA_Distribution on ;he Local Level
a) Approach
Up to this point we h;xve dealt with size distribqtion on the national leyel, regarding all
units -of a given type of financial intermediaries as one ""nopulation.’’ For closer analysis,
_in particular for the evaluation of possible.monopolistic or o‘ligopolisticv characteristics -
of the situation, it. is necessary to go down to theb local lev.el.‘ The reason is that it is
inappropriate for many purposes, or at least incdviéaiale, to'regard the en‘tixe United States
as one capital market. It is: often more ;e&l;stic to recogpiie that the effective geographic
area over which competitive forces work .is vmorre limited, both f;om the point of view of
the borrowers intending to raise funds cn_d from the pciﬁt of \;iew of financial intermedi-
aries attracting funds from t'nekpuvblic and placing them, Tt is, of coursex:very difficult to

delimit such areas exactly or uneguivocally, To make matters still more difficult the ex-
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tent of these .areas varies among branches of financial intermediaries and among differ-
ent.parts of the country, and has been subject to change over time — all topics to which
very little attention has yet been given in the literatu‘rek\ It nevertheless appears justified
for many purposes to regard the financial inte;med_ig:ies opercting in one city, or in one
metropolitan area, as the ‘population’’ distributidn among. which is the object of measure~
ment. In some cases the population may consist of all finapcial intermediaries in the city
irrespective of their character. In others interest 'may be limited to the size distribution
among local financial intermediaries. of one type, or of a few types which are regarded as
competing with each other, either for the public’s funds or for investment outlets. Statis~
tics cannot easily cope with such a 'multipli_cijtyfof possible uses. Generclly, however,
one or two approacnes will suffice. The f_irst is @ measure of inequality in csset size
among financial intermediaries of a given type operating within .a city or metropolitan
arec, the second the extension of the population to all financial intermediaries in the
city for which data are available. Since computations of this type are rather. laborious,
and since they have, unfortunately, not as yvet been undertaken on a comprehensive sccle,
and since the topic is not of primary importance for this study, Lhe cnalysis of intralo-
cal size distributions hcs been severely limited in four directions. First, it has been
undertaken for only eighteep of the largest financigl centers, defined as all cities that
“had more than 500,000 inhakitonts in 1949, i.e, New York, Chicago, Philadelphia,k Los
Angeles, Detroit, Baltimore, Cleveland, St. Louis,‘ Washington, Boston, San Francisco,
Pittsbu»rgh, Milwaukee, Houston, Buffalo, New Orleans, Minneapolis and Cincinnati,
Secondly, it has been limited to three benchmark dates, 1900, 1829 and 1948, Thirdly,
it has generally been proven feasible only for three types of financial intermediaries,
commercial banks, mutual savings banks, and savings and lcan associations, It has not
been possible bacuuse of lqck of data to extend coverage to life insurance companies,
personal trust departments, pension funds, sales finance and personcl finance companies,

nor to the smaller types of financicl intermediaries ¢s no data are avcilable on a city
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basis. Fourthly, only total assets or deposits have been used as a basis of measuring
the degree of inequality rather than the specific and different forms of liabilities or
assets of financial intermediaries ‘which more nearly participate in the same market. -

These are sericus limitations. The data, however, still permit us to follow a num-
ber of important trends because they cover most of those institutions that cperate on «
local basis and for which the market is predominantly local both with respect to supply
of funds and to uses of funds,‘ and because the three institutions covered accounted over
the last half éentury for between one-half and two-thirds of the assets of all private
financial intermediaries for which a problem of loccl concentration can be said to exist.
The usefulness of the data for an analysis of local situations would be greatly enhanced
if it could be assumed that the degree of inequality ameng financial institutions which
generally operate on a nation-wide basis is the same in all cities, e.g. that the share of
the largest five or ten life insurance companies in premium reserves or insurance in
force shows no substantial difference from city te city. While such an assumption cannot
be made in its most rigorous form, there is reason to believe that the ratios are of the
same order of magnitude in most cities, at least for those branches of financial intermed-
jaries operctiﬁg on a nation-wide scale that do not show strong regicnal characteristics,
i.e. those branches in which the business of the large companies is fairly evenly divided
over the entire United States. This is probably the case for life insurance companies,

sales finance and personal finance companies, 15 Insofar s this gssumption can be made,

13 This can be tested only for life insurance companies and for one city — Washington,
D.C. In this case the local ratios are recsonably close to the corresponding national
figures:

Shere in insurance outstanding 1500 1929 1949

Largest company

Washington, D,C, - 0.21 0,11 0.12

U.S. A : 0.17 0,13 0.14
Five largest compunies

Washington, D.C. - 0.54 0.45 0.42

U.S.A. C 0.60 0,44 0.43

Ten largest companies

Washington, D.C. - 0.76 0.69 0.56
U.S.A, ' 0.72 0.64 0.54
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Source: Spectator Company, Insuronce Yearbook, various issues.
In the case of life insurance compunies it is alsc possible to test this assumption, at
least roughly, by comparing the propertion of insurance in force or of premium receipts
in the different states among the leading companies in each state. Taking the leading
five companies’ share of ordinary insurance in force in each state, the variations among
the 48 states and District of Calumbia are still fairly large » ranging from a high of 0.64

to a low of 0.30. The standard deviation from the arithmetic average of 0.44 for «ll states
is 19 percent. {The weighted average is only slightly below the unweighted.) All the New
Englund and Middle Atlantic states (New York, New Jersey, and Pennsylvania) have
ratics of over 0,50 {representing 9 out of the 12 states in this group), but the differences
amony the remaining states show no particular groupings. The high ratios for the North-

eustern states are probably due to the large share of life insurance business accounted
for by a few large companies in home-office territory, but may also point to a tendency
for higher ratios in large cities. " ‘

‘the ratios derived on a national basis may be regarded s also applicable for individual
financial centers and may be considersd in conjunction with the specific data on inequality
among the localized institutions in assessing the degree of inequality among the different

groups of financial intermediaries in a given city.

k) Level of inequality in asset size in 1949
The expectation that inequality — based on the rumber of large institutions rather than on
a given faction of all institutions — is much higher at the local than the naticnal level for
institutions like commercial banks, mutual savings banks, and savings and loan associ~
ations operating primarily within one city is borne out by Table C-3, which is based partly
on the $ata for each of the 18 large cities shown in Table C-23.-

in 1949 the largest commercial or savings bank typically accounted for over one-third
of the total assets of all commercial or savings banks in the city, while the largest com-
mercial or savings bank in the country held only approximately 4 percent of the total
nation&l assets of this group. The largest savings and loan association typicclly held
slightly less thcn one-fifth of the assets of all associations operating in the city, indi~
cating a lesser dagree of inequality, but again one as much above the corresponding nat-

iongl ratio as found cmong commercicl or savings banks. The shares of the largest ten



C- 32
institutions likewise are considerably higher on the local than on the national level. -
On the other hand, nati_onal ratios considerably exceed local ones when the share
of the largest quartile of institutions is considered — a measure which takes account of
differences in the number of units in the groups. The excess of the nationcl ratio is
largest for mutual savings banks, next largest for c_:ommert;ial’bans, and least for sav~

- ings and loan asscciations. 16 As explained and illustrated egrlier, there are two reasons

16 The relevant figures for 1949 are as followst

Percentage share of top quartile of institutions
in resources
Lecal National
{average of 18 major cities)

Commercial banks 75 85
Mutual Savings banks 62 79
Savings and loan associctions .87 73

. Sourcer Local data from Table C-23; national data derived as follows: commercial banks
(ir.sured commercial banks) from Annual Report of Federal Deposit Insurance Corpor-
ation, 1948, pp. 82,92; mutual savings banks from the Directory of the Natisnal Associ~
ation of Mutual Savings Banks, Mutual Savings Banks of the United States 1950; sav-
ings and loan associations (members of the Federal Home Loan Bank System) from Comn
bined Finoncial Statements Members of the Federal Home Locn Bank System, Home
Lonun Bank Board, 1949, py 50.

for the differences in the ratios: {1) Even given the same ratio in individual cities, the
national ratic will be larger, the larger the difference in total assets among the cities.
Hence, the excess of the ngtional over the local ratin is largest for mutual savings banks
where the largest city (in terms of deposits) has 9,2 times the deposits of the second
largest city, while similar ratics for commercial benks and savings and {oan associations
are only 3.1 and 1,0 respectively: (2)The national ratio will be larger if a positive re-
lationship exists between the local ratio and size of city {as measured by assets or de-
posits). The second factor is probably negligible in the present situation since only

slight positive correlations were found between the two variables, .1.7
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17 Coefficient of rank co:relatiori‘= 0.17 for commercial banks and 0.22 for savings and
loan associations. The calculation is nct relevant for mutual savings banks as only
four ci_ties are involved. -

The ratios nevertheless indiccte a considerable degree of inequality at the local

level. 18 In the case of commercial banks local concentration Probakly now is as high

18 Inequality among trust funds administered by banks can be measured cnly for one of
the 18 cities — Boston (Table C-4). In this case the ratios are substantially below those
for banks! cwn assets, but of course auain far dbove the corresponding naticnal ratios in
terms of the largest or largest ten institutions, and far below the national ratio when
mec_Sured by the quartile share. The largest institution, e.qi, accounted for one-fourth of

the city total and the largest five {out of 13) institutions for a little over three-fourths.

in the United States as it is in Canada or "in Europenn countries which have a system of
nation-wide branch banking dominated by a small number —~ generally approximately half-
a-dozen ~— of large institutions. In American large cities the five largest commercial banks
now typically account for more than four-fifths of all banking assets. This may not be a
higher propertior than prevails in countries with nationwide branch banking, but it is Quite
possikle that the share of the largest bank (which typically amounts to two-fifths) is high-

er in this country than cbroad.. 13

19 1t is difficult to be more definite about thesé relationships since statistics of banking
assets on a local basis are not available for. other countries in which nation-wide branch
systems predominate. It is known, of course, that in such countries all large banks as a
rule gre represented in all large cities, but the share of their branches in the total bank-
ing resources of a city may vary considerably from the national average for individual
institutions.

The degree of inequality varies considerably among cities, but the range of variations
and the rank of individual cities depend to some extent on the measure used, all of which

can be examined in Table C-23.-
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Table C~3

_Compurlison of Size Distribution on the National and Local Level among
Banks and Savings and Loan Associations; 1900, 1929 ond 1349

Percent of deposits @ or assets® held by:

Largest institution “Largest 10 institutions
1860 1929 1949 1900 1929 1949
Commercial Banks
USAL 2.02 G.03 0.04 0.11 C.18 0.20
Large cities ® 0.16 030  0.38 0.71 0.85  0.92
Mutu:l Savings Banks
U.3.A.c 0.03 0}.04 0.04 0.23 0,22 0.24
Large cities© .35 0.32 0.34 0.84 0.79 0,66
Savings and Loan Associations
US.A. .02 (.01 3,01 C.07 (.05 G4.05

Large cities? 0,20 0,26 0.19 0.64 0,60 0.63

a :
" Petcent of total deposits for commercial and mutual savings banks; of total assets for sav-
and loan associations.

Average of ratics for 18 cities with more than 500,00C inhabitants in 1954, .

c [y [y v
Average of ratios for 4 cities. -

Source: Tables C-g, C-10, C~11 and C-23.-
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Table C-4

Size Distribution of Personal Trust Fund Assets in Boston

1900 1929 1949
Number of trust institutions 16 26 13
Number exercising fiduciary powers 7 21 13
Trust fund assets (millions of dollars) 12 763 1716
Average assets per institution exercising
tiduciary powers {miilion dollars) 1.7 36.3 132.0
Share of total assets {percent)
L.argest institution 45.9 27.1 254
5 largest institutions 99.9 86.5 7¢.8
Largest quartile of institutions 70.9 87.2 60.2

Source:. Compiled from Annual Report of the Commissioner of Banks of the Common-
wealth of Massachusetts, various issues. Date for national banks exercising trust
powers are roughly estimated for 1949 on the basis of the trend in trust fund assets of
all Massachusetts national banks for the decade 1939 to 1948,
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Using the share of the largest fourth of institutions, which takes account of the differ-
en¢es in number of units in a ¢ity, the ratios in 1949 range for commerical banks from
0.54 in New Orleans to 0.95 in New York; varies from 0,42 jn San Francisco to 0,82 in -
Chicago for savings and lean associations; but keep within a considerably narrower range —

close to 060 — in the few large cities in which mutual savings banks are represented. ,20

20 standard deviations {measured in percent) of top quartile m'tios are as follows:

1900 1929 1949
Commercigl banks 15.7 13.4 14.2
Savings and loan associations 15.7 12.4 16,2
Mutual savings banks i6.4 5.7 2,5

Thus, the extent of variation ameng cities has been about the same for commercial banks
and savings and loan associations, and has changed relatively little for the past fifty
years. In the case of mutual savings banks for which only a few cities are involved, inter=
city variations in the ratio have dropped substantially since 1900. -

Among commercial banks very large cities seem to tend towards higher ratios than
smaller ones. The ratic for the four largest cities, for instance, averages 0.83 compared
“to 0,71 for the four smallest ameng the 18 cities of Table C~-6._21 A similar slight associ-
ation between concentration ratio and size appears in the case of savings and loan GS50C)~
ations._22 There is no evidence of a markedly higher or lower inequality in any part of
the country, Apart maybe from population, local peculiarities seem to determine the share

of the size distribution now prevailing in a given city."

21 The rank coefficient of correlation between population and ratio {share of top fourth of
institutions) in 9,17, indicating only a slight systematic relationship.

22 The rank coefficient of correlation is 3.22
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Table C-5

Share of Top Quartile among Banks dnd Savings and Loan Associations
in 18 Largest Cities, 1949

Percent or deposits® of assets @ held by top quartile of institutionss

Commercicl Banks Mutual Savings Banks Savings and Loan Associations
New York 0.95 Boston 0.64 Chicago 0.82
Pittsburgh 0.92 Philadelphia 0,63 Detroit 0.79
Minneapolis 0.88 Baltimore 061 Baltimere 0.76
Hous.ton 0.85 New York 0.60 Buffalo 0,76
Chicago 0.85 Philadelphia J.75
Milwaukee 0.84 Minneapolis 0.69
St. Louis 0.77 Cincinnati 0.68
Cleveland 0.77 Beston 0.68
Philadelphia .76 Washington 0,67
Boston 0.76 St, Louis 0.67
Detroit 0.74 | New York 0.66
Los Angeles 0.74 Pittsburgh 0,64
Cincinnati 0.73 Les Angeles 0.62
Buffzlo 0.70 “Cleveland 0.54
San Francisco 0.63 Milwaukee 0.54

Washington 0.62 New Orleans 0.47
Baltimore 0.62 San Francisco 0.42
New Orleans 0.54
Median 0,76 Median 0.62 Median 0,67
Average 0.76 Average 0.62 Average 0.67

Standard deviation 14.2 Siandard deviation 2.5 Standard deviation 16,2

~(percen{) b {percent) b ~ {percent) b '

a ) :
Percent of total deposits for banksj of total assets for savings and loan associations.

Calculated on basis of average for 18 cities 5:'100.'

Source: Table C-23."
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C) Trends in size distribution from 190G to 1949
The trend in size distribution on the local leVei is similar to that observed on the national

level in Section 2b,‘23 Among commercial banks inequality increased throughout the period,

231,ccal concentration of resources of financial intermediaries may take two forms: differs
entizl growth of individual institutions, and mergers. It has not been possible to separate
the effects of these two factors.

though much more sharply and uniformly from 1900 to 1929, No definite trend is discerni=
ble for mutual savings banks. Among savings and loan associations inequality seems to
have =eclined, but the movement is of small dimension and irregular..

These trends are evident if observation is based on averagé or median values for the 18
cities. Variations among cities, however, are considerable, and there is also some differ-
ence depending on which of the measures is used, Textual discussion may be limited to
commercial banks ¢s the most impor_tcnt group and the one showing the clearest trends, For

commercial banks avercge ratios for the 18 cities have moved as follows:

1900 1929 1948

Share of
Largest Bank . 0.16 0.30 0.33
Five Largest banks 0.54 G,72 0.%4
Ten largest banks C.71 G.85 0.92
Largest fourth of banks 0,59 .0.79 0,76

Thus the share of the largest one, five and ten banks rose both from 1900 to 1923 and
from 1929 to 1949, and the increase was not much different in the two periods. The share s
of the top fourth of banks, on the other hand, declined slightly between 1929 and 1949
after a sharp increase in the preceding three decades. The reason for the different behavior
of this measure is that the number of commercial banks declined substantially in most
cities between 1929 and 1949, so that the top fourth represents a smaller number of insti-

tutions in 1949 than twenty years earlier.
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" Whatever measure is used there are some variations among cities, although the move~
ment is reasonably homogeneous, Using, for example, the share of the five largest institu=
tions only four cities differ from the behavior of the average, which rises in both veriods.
When inequality is measured by the top fourth of institutions twelve of the eighteen cities
share the typical movement - upward from 1906 to 1929,'downward from 1929 to 1949 —
and «ll but one of the dissenters show the pattern typicai of the rtaiocs for the largest
one, five or ten insti_tutions, viz. an increase in both pe;i‘odsaﬁ__ It may therefore be saqid thatb
over the period as a whole the trend towards grecter inequality in the distribution of banke
ing assets in large cities is a typical movement,

No simple relation appears to exist between changes in the degree of inequality on the
one hand and factors like changes in the number of banks or size or growth rate of city on
the other, as inspection of Table C-& will indicate, There seems to be some tendency for
increasing inequality _(mecsured by the share of the top fourth of institutions) to be more
pronounced for very large cities or for cities increasing their population with perticular
rapidity, but the differences are not marked.

The relationship of inequality to changes in the number of banks, of course, depends on
the measure employed. If the share of a given number of banks is used one weuld expect
inequality to be highest where the decline in the number of banks is sharpest, and that ex-
pectation is roughly borne out in Table C-6, On the othe; hand, if inequality is measured by
the share of the top fourth of all institutions there is no reason to assume such a correla~
tion, and indeed it is not evident in Table C-5. Of the five cities in which inequality so
measured increased most pronouncedly, three actuclly showed an increase in the total num-
ber of banks and only two a decrease. On the other hand, most cities in which the number
of banks was reduced to one-half or less between 190G and 1549 show only o moderate in-

crease in the ratio.

4.  Stability of Leaderskip
The interpretation of statistical indicators of inequality depends to a considerable

extent on whether the leading institutions in any one group of financial intermediaries are
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stable or change rapidly. If they change a given degree of ineqﬁality in asset distribution
may mean much less in terms of effective influence of the leading institutions within the in=-
dustry than if the same individual firms remcin within the lecding group (statistically defin-
ed as the institutions with the largest assets) for protrated periods of time. While the ques-
ticn of stability of leadership is important from different po_ints of view, it can be treated
here only very briefly partly because its adequate analysis_"‘:rec'{uiresé going well beyond the
type of stqtistics to which this study is limited. Furthermore, even the basic statistical
data from which changes in leadership can be studied are not available for some groups of
financial intermedicries, but dre essentially limited to banks, insurance and investment
companies.

If no changes' in leadership occur, the same institutions would appear at all benchmark
dates in the same position when all institutions of a certain type are ranked by size of
assets. Thus, if the ten largest institutions are regarded as ‘/leaders,’’ the list would in-
clude only the names of ten individual institutions irrespective of the number of bench-
mark dates for which the statistics are collectedf On the other hand if there was a com~
plete change in leadership between benchmark dates the list of leaders would include more
institutions classified as leaders «nd N for the number of dates for which the statistics
are collected, the list would contain a total of L x N names) The ratio between the num«
ter ~f names of different institutions actually appearing cs leaders at two or more bench-

marks and the number that would appear if there was a complete turnover of leadership

between every two benchmarks, which can vary only between .II‘V‘ and unity, may be used as

.cwsimple mé&sure of stal::iiity of leadership, The lower this ratio the greater the stability
of leadership as measured purely by ranking based on aggregate resources of each insti-

tution, -

We then find (see Table C-7) in the case of cqmmercicl banks_ for the leading ten in-

stitutions and the eight benchmark dates between 1900 and 1949 tbe names of 21 indivi=



City ¢

New York
Chiczgo
Philcdelphia
Los Angeles
Detroit

Baltimore
Cleveland
St. Louis
Washington
Boston

San Francisco
Pittsburgh
Milwaukee
Housten
Buffalo

New Orleans
Minnear-olis
Cincinnati

Average

Median

C~4l

Table C- 6

Change in Size Distribution of Commercial Bank Deposits
in 18 Largest Cities, 1900,1949

Population
grothh, Numbper
- _.1945. of banks
1900 190C 1949
2.30 156 71
2.13 36 67
1.6C 78 34
19.31 18 8
€,47 23 10
1.87 29 14
2,40 52 g
1.4 25 28
2.88 1$ 19
1,43 55 12
2.2€ 24 13
1.50 58 27
2.24 G 15
13.24 5 24
1.65 i7. 7
1.99 16 5
2.57 13 19
1,55 18 14
3.63 36 22
2.138 23%  16%

a
Cities are ranked by 1950 population

,‘Per:cen_t' of total deposits held by:

Largest five
institutions

1504

3,26
0.55
0,32
0.58
03,50

U.46
.31
U.53
0.61
.32

.66
J.30
.85
1,00

5,58

.55
0,382
3,46

0,54

0,54

1949 'Change

0.61  +0.35
G.72  +.17
5.87 40,55
5,96 +0.38
394 +0.44
4,76 +0.35
0,88  +0.67
071 40,18
.63 40,02,
.87 40,55
0,79 #,13
0.87 40,55
.85 0
579 -0.21
.99 +0.41
5.98  +0.33
088 +5.07
.85 40,39
.84 +0,30

0.85 40,31

Top fourth of

institutions

1900 1949 Change
0.80 1,95 45,15
0,74 0.85  40.11
064 0,760 40,12
0.54  G,74 40,20
0.55 0,74 40,19
0.56 .62 +7,26
.59 0,77 40,18
0.60 0,77 +0.17
0.59 0,62 HLO3
9.64 0,76 .12
0.71 0.63  +0.08
.61 0,92 #4131
0.57 0.84 427
G.42 0,85 +0,43
$.52 0,70 +0.18
0.54 .54 9
0.4 0,08 +0.24
043 0,73 +0.30
0.58 078 +0.17
0.59 0,76 +0.17

Source: Concentration data from Table C-23. Populction data (fiqurés for April 1900 and
April 1952) from Statistical Abstract of the United States, 1952, pp, 16-21.
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vidual institutions out of a pcssible 80, or a ratio of 0,26, where 10 names or a ratio of
9,125 would indicate complete stability. Similar ratios are slightly lower, i.e. stability
is greater, for mutual savings banks at 0.20, for life insurgnce companies, and fire in-
surance cempanies «at 0.16. The ratio is higher only, and not by much, with 0,30 in the
case of casualty and miscellaneous insurance companies. Stab.ility amzng the leading
ten institutions is more pronounced for the four benchmark ddfes between 1533 and 1949
than it is for the earlier benchmarks of 1900 to 1929, For commercial banks, for example,
the ratio declines from 0,45 for the first foug"bench‘marks to 0,30 for the last four. {The
minimum ratio in both cases is 0.25).

The results are similar if the comparison is made directly petween the individucl in-
stitutions appearing in the list of the ten leaders at the beginning and at the end of the
period. In this case the number of names could fluctuate only between ten (complete
stability) and twenty (complete changeover), Actuclly the lists contain sixteen names of
‘commercial banks, fifteen of mutual savings banks and life insurﬁnce companies, four~
teen of fite insurance companies and seventeen of casualty and miscellaneous insurance
companies. Thus, over a period of over half a century about one-half of the ten legders
of 1600 were still in a group in 1949 - though possitly in a different position within it —
while the other half joined the group later,. If the comnparison is made sepdrutely for the
two halves of the period it again appears that stability of leadership was greater be-
tween 1929 and 1949 than between 1900 and 1928, The difference is particulcrly pro-
nounced in the case of commercial banks among which the merger movements of the nine-
teen-twenties led to numerous changes in-position. -

Another way of illustrating stability of leadership is to look at the number of bench~
marks at which the same institution appears among the leading ten (see Table C-8}.-
Among commercial banks there are only two institutions which are found for all eight
bench marks in t'nat position, For the other groups the number of institutions found at

all benchmark dates on the list of ten leaders is larger, viz, five for mutual savings
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Table C-7

Stability of Leadership among Ten Leading Institutions of Selected
Financial Intermediaries Ranked According to Assets, 1900 to 1949

Ratio of number of institutions appearing among top ten to the

maximum that would appear with complete turnover

Ratios for all benchmark

dates within period

1901 1934
{o to
1628 1949
Commercial banks b . 0,45 G.30
5 - PPN
Mutual savings banks G.32 U35
Life insurance companies 0,32 0.30
Fire and marine insurance ’
companies 0,38 0,30
Casuclty @and miscellaneous
insurance companies 0,42 .40
" Manggsment investment ‘
compcnies
Open-end - 0.52¢
Closed-end - 0.42€
Ratio in case of complete stability
C.25 0.25

of leadership/

@See text page C-40 for explanatfon of this ratio,
b Ranking is by total deposits rather than assets.
¢ Rased on 1933, 1936, 1945 and 1948,

¢ Based on 1933 and 1943,

“ Bused on 1929, 1936, 1945 and 1949, -

1901
fo

1949

0.26
2,20

019
0,19

0,30

0,125

1900
and

1929

0.85
0,65

0,65
0,70

0.75

0,50

f Ratio of minimum to maximum appedarances; e,g. for col. 1= i—é s 0,25

1928
und
1949

0.65
0.65

0,60
0.60

0,75

0.50

Ratios for two
single years

1900
and
1849

0.80
0.75

2,70

0.7¢

0.85

(source notes on next page)
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Sources for Table C-7

Commercicl banks: For 1900-1912, Compiled from ZHankers Encyclopedia (later called
Polk’s Sankers Encyclopedia), March 1901 and March 1913, For 1922-49, com-
piled from American Ranker, varicus issues.

Mutual savings banks: For 1900-1922, compiled from official state banking reports
‘except for data for Philadelphia in 1922, which were obtained from Rand- ke~
erlly Bankers Uirectory,: 3anaary 1923, For 1929-49, compiled from American
Sanker, various issucs,

Life insurance compranijes:. For 1900-1922, com;‘iled from the Life Volume of the Spec-
tator Compuny s Insurcnce Yearbaok various issues. For 1929-48, compiled
from yearly rankings shown in W’eekly Underwriter.

Fire -nd marine and casuclty ond miscellanenys insurance companies: For 1900-1349,
compiled from the Fire and Marine and Casualty and Miscellaneous Volumes of
the Annual Report of the Superintendent of Insurance, State of New York,various
years-except for casualty and miscellanecus companies for 1949, which were
compiled from Insurance Almanac, 1950.

Manizgement investment compunies:” For 1929-1935, Compiled from Investment Trusts
and Investment Compenies, Securities and Exchange Commission, pp. 53-54, 36.
For 1945-49, compiled from Investment Companies, by A, Wiesenberger, 1946 and
1950C.
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banks and life insurance companies and six 'fo1f fi;‘e insurgnce companies, though only

three for casualty and miscellaneous insurance companies. 24

24 1 we combine institutions that;'appeat in seven or eight of the eight benchmark dates,
'life insurance shows the greatest stability of leadership with’eight.insvtitutions, follow-
ed by fire insurance with seven, commercial and mutual savings bank with five, casualty
insurcnce being the least steady group with only three names appearing at seven or eight
of the eight benchmark dates.. ‘

{Tab}e 048"

Frequency 6f-Abpearahcefof Same dhstftutféhs'hméﬁg,Tcp'Ten,
Ranked by Assets;® Eight Benchmark Years; 1900 ts 1949

Management
, . investment
Banks® _Insurance Companies compan] es?
Commer-~  Mutual Firem  Casualty~ Open~ Closeds
cial savings Life wmarine misc, end end
Number of fnstitutfbns’
appearing among top tens
Eight benchmark years 4 5 5 k4 3 - -
Seven benchmark years 3 3 1 p - -
Six benchmark years 2 1 I 2 - -
Five benchmark years } © 1 0 2 - -
" Four benchmark yeafs B ] ] I 4 3 5
Three benghmark years 3 0 ! I 0 2
"iwé benchmark years ] 4 1 5 5 ‘6 4
One benchmark year 5 0 3 2 8 10 £
Total number of Individusl
institutions appearing
among top ten ’ 2y 16 15 17 24 2} 17

2 . ,
Ranking 1s by total deposits rather than assets,
b : '

1929 to 1949,

Scurcest Same as Table (n7,



Size Distribution Statistics for Commercial Banks

End of year

Banks (number)
1) Units in U,8,A,
.2) Cffices in U,S4A4
- 3) Units in New York City
4) Offices in New York City

Employees
5) Number {000)

Deposits (§000,000)
Total
" 7) Largest bank
8) Ten fargest banks
9) One hundred largest banks
10} Top percentile of banks
{1) Top decile of banks
12, Banks in New York Tity
Share in deposits {percent
of natfonal totaf)
13) Largest bank
14} Ten largest banks
15} One hundred largest banks
16) Top percentile of banks
17 ) Top decile of banks
18) Banks in New York City

19) Deposits per bank (§000,000)

20) Deposits per employee {000}
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Table Cm9

a N ’
For 1529, cols A excludes, and B includes, J, Py Morgan and Company,

1900 1912 1922 L 19292 1933 1939 1945 1949
- F B

12,910 26,29 29,9713 = 24,340 14,79 18,498 18,142 14,156
13,029 26,877 31,774 27,7178 17,578 18,004 18,09 18,735
156 133 121 130 80 85 79 7
158 250 348 760 556 547. 541 573
see u\cl/ EXY s 332 242 255 3‘2 375
7,282 16,777 37,607 50,398 50,890 32,717 57,463 148,705 144,899
171 225 757 1,650 1,339 2,804 5,742 5,775
788 1,450 3,922 . st24 7,619 14,822 32,332 28,538
2,576 4,946 12,100 21,839 22,276 17,737 32,194 172,538 65,950
2,826 ose soe ' 27’650 28” 02 I9"329 34’740 78’814 72"39
:5:020 " wee e 4!,067 41’588 so0 .se ”89140 ‘“149‘
1,854 3,846 7,235 11,007 11,499 7,713 15,772 32,761 26,658
2.3 La3 2,0 3.3 342 4,1 4,9 349 1.0
10,8 8.6 10,4 18,1 17.9 23,3  25.8 20,7 197
353 295 3242 43,3 43,8 5442 5640 48,8 45,5
38,8 oo con 5449 5542 55! 60.5 5340 49,8
£8,8 ‘aee asse 8145 8147 84,9 82,1 79.1 769
25,4 - 20,5 19.2 21,8 22,6 23,6 21,4 22,0 18,4
0,56 0,64 1,25 g.0§ﬂ 2,21 3.93 10,51 10,24
wee ase sen 153 135 225 417 386
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‘Notes to Table C-9.

1903+1933: Federal Reserve Baard, Révised Statistics of All Banks in the United
- States 1896 to 1950 (mimeographed report, 1952). June figures are averaged to

obtain end of year aata.-.

-1939-49: Annual Report of the Féderal Deposit Insurance Corporation, various

issues. "

1900:1933¢ Line 1 plus branches from Monetary Policy and the Management of the

Public Debt (Joint Committee on the Economic Report, Part I, 82nd Congress,

Second -Session), p. 555. Figure for 1912 is interpolated on basis of 1910 and

1915 data. For 1900-1922, the branch figures .are-for various months, The fig~
““ufe for 1929'is an average of June data. The 1933 figure refers to end of year..

1939-40¢ Line 1 plus branches from 4nnual Report of the Federal Deposit Insur-

ance Corporation, various issues.’

'1900: Compiled from individual bank data in the Bankers’ Encyclbpedia (in recent

- yeats called Polk’s Bankers® Encyclopedia), March 1901, For all years figures
include banks located in New York City as now constituted. - '

1912-39: Number »f national banks compiled from section entitled "Individual

Statements of Condition of Naticnal Banks,’! published as part of Annual Re-
port of the Comptroller of the Currency through 1922 and as a supplement
thereafter except during World War II. Data for other banks compiled individually
from State of New_York, Superintendent of Banks, Report on anks of Deposit
‘and Discount and Report on Savings Sanks, Trust Companies, Safe Deposit

. Companies andMiscellaneous Corporations (titles vary in some years), except

* for 1933 when they were derived from Polk’s Bankers’ Encycleopedia, March
1934. -

1945: Nationgl Ranks. from Polks®* Bankers® Encyclopedia, March '1€4G; others
from sources for 1912 to 19283, '

1949: From sources for 1912 to 1929.

1900: Line 3 plus branches as shownv'.in\ the New York Herald Tribune, July 8,
1951 (article by John .Elliott, source of data not indicated). ;

1912: Line 3 plus branches enumercted from- Rand-ifcNally Bankers® Directory,
but increased somewhat te account for probable omissions.

1922,29: Line 3 plus branches as shown in Concentration of 2anking, by John
‘M. Chapman, 1234, . 239,

1933-49: Line 3 plus branches as shown in Polk®s Bankers’ Encyclopedia, vari-
ous issues, less branches of mutual savings banks (from Takle C-ID).‘;

1929+ The ratio of commercial banking to total banking employment for 1933
* applied to 1928 total banking employment figure. -
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Notes to Table C-9 (cont.)

1933-4S: Personnel of insured commercial banks increased by the ratio of assets
of all commercial banks to assets of insured commercial banks from Annual
Report of the Federal Deposit Insurance Corporation, various issues. The
rtesulting figure was raised slightly to account for the probably higher ratio
of personnel to assets in smaller non-insured banks. Data for 1933 refer to
June 1934..

1900~1949¢ Deposits as shown .ii Table A=3, plus bank and mail float {(Raymond
W. Goldsmith, 4 Study of Saving in the United States, Princeton University
Press, Volumes I and II, 1955, Volume 111, 1956 — cited heretnafter as
A Study of Saving... = Table L+4). (Col. A for 1929 excludes and col. B in-
cludes J. P. Morgan and Company). - :

1902,1912¢ Compiled from individual bank figures in Bankers’ Encyclopedia,
March 1¢01 and March 1913. Deposits generally refer to the February 13 call
date or dates earlier in the year. -

1922-49: Compiled from depcsits of individucl banks, listed by rank, in Ameri-
can Sanker, various issues (generally an issue appearing in the latter half
of January or early February). ' '

1900-1649:. From source to line 7i For 1922 the figure represents deposits as of
December 31, 1922 for the one-hundred largest banks in 1923. -

1220: Compiled from source to line 7.

1929-33: Resources as given in doody’s Manual of Investments: Sanks and Fi«
nance 1930 for individual banks, lowered by ratio of total deposits to total
«ssets obtained for 1929 and 1933 by averaging June data from Federal
Reserve Board, Revised Statistics of All Sanks in the United States 1896
to. 1950. '

1939-49: Derived from totals for the top one-hundred and datg on individual
banks from American Banker, various issues. -

1900: Compiled from source to line 7.
1929: Derived similarly to line 9 for 1929 to 1933."

1945,1949: Compiled from total deposit figures and figures on individual banks
from American Banker, various issues. "

1900z Compiled-from source to line 7.

1912: Deposits in national banks from scurce described in notes to line 8, 1912
to 1929. Deposit figure of national banks in Erooklyn and Manhdttan is an
average of November 26, 1912 and February 4, 1913 data, while a neg:igible
amount in Queens and Staten Island banks is as of September 4, 1912; to
deposits in national banks are added deposits in state banks «nd trust com-
panies shown in State of New York, Superintendent of Banks, Report on
3anks of Deposit and Discount, 1913, p. 2754



Cw 49
Line v Notes to Table C-9 (cont.)

1922: Deposits in national banks from source for 1912; other deposits from
source for 1912 as well as New York State, Superintendent of Banks, Re-
port on Savings Banks, Trust Companies, Safe Depasit Companies and
Miscellaneous Corporations. .

1929-49: Figures shown in Americen Banker, March 17, 1950, p. 3. Deposits

' of J. P. Morgan and Company were not.included in the American Sanker
data for 1929 arid were added (Col. B for 1929) on the basis of data shown
in Committee on Banking and Currency, United States Senate, Stock Ex-
change Practices, 73rd Congress, 1933, p. 22.-

13-18 1900-1949: Lines 7 thraugh 12 each divided by line 6, except that in line 17
for 1933 and 1939 the ratio of top decile of deposits is based on distribu~
tion of licensed commercial banks according to size of deposits, shown
for October 1, 1934 in Annual Report of the Federal Deposit Insurance
Corporation for 1934, pp. 184~185, and for June 30, 1839, in Annual Report
of the Federal Deposit Insurance Corporation for 1939, pp: 100, 114. The
corresponding absclute deposit figures are not shown for 1933 and 1939 in
line 11, as total deposits of line 6 differ somewhat from the Federal De-
posit Insurance Corperation figures, principally because of differences in
date. '

16,20 1900-1949: Line € divided by lines 1 and 5 respectively. "

Note on the Treatment of Private Lanks

As defined in the Federal Reserve Board’s Revised Statistics of All Sanks in the
United States 1896 to 1950 (mimeograph, 1952) — from which the aggregates shown in
lines 1 and 6 are derived for the earlier years — commercial banks include all banks
other than mutual savings banks, i.e. national, state~incorporated, stock savings, and
private banks, and loan and trust companies. Private banks, while therefore included,
nonetheless required the most hazardous estimation in the series prior to 1933, (Ibid.,
pp. 41-51.);

In figures for number of banks, line 3 and 4, and in the ranking figures appearing
in lines, 7 through 12, private banks are not included for the period 1900 to 1933 (ex-
cept for 1929 and 1933, concerning which see next paragraph) since the leading private
bank, J. P. Morgan and Company (the exclusion of Brewn Brothers Harriman and Company
probably made relatively little difference), was not under the supervision of the New
York Banking Department, and hence not required to submit balance sheet data. The
Federal Reserve Board was able to include private banks in its series principally be~
cause it obtained data for these two firms on a confidential basis.
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For 1929, deposit figures excluding and including J. P. Morgan and Company are
whown for lines 6,912 and 13-18, and the difference in the ratios is found to be neg-
ligible except for New York City banks. For 1933, data for J. P, Morgen and Company
are included in all deposit figures. For 1938, 1945 and 1949 data on ell private banks :
are included in all figures. Only two private banks were operating in New York City in
1945 and 1949 (Brown Brothers Harriman and Company and Laidlzw and Company), since
J. P. Morgan and Company was incorporated as a trust company in 1940. -

For the period 1900 to 1922 the main effect of thls tregtment of private banks has
been (1) to overstate the denominator (total deposits) in line 6 by the inclusion of pri-
vate banks (or conversely, to understate slightly lines 7 thyough 11 and consequently
13 through 17 by the difference between the depcsits of J. P. Morgan and Company and
those of the last bank included in the particular ranking into which the former would
have fallen); and (2) to understate lines 12 and 18 slightly, owing to the exclusion of
J. B. Morgan and Company.

The exclusion, jn the period 1900 to 1933, of other private bankers from the totals
of lines 7-12 is assumed to be negligible. In 1929, for example, twenty-five private
banks (excluding J. P. Morgan and Brown Brothers Harriman) operating in New York
City had deposits of less than §9 million {State of New York, Superintendent of Banks,
Report on Banks of Deposit cnd Discount and Private Bankers 1929} cs compared to
deposits of J. P. Morgan and Company of $482 millicn (Committee on Banking and
Currency, United States Senate, Stock Exchange Practices, 73td Cengress, 1933, p. 22). !
Deposits in the second leading private New York City bank — Brown Brothers Harriman '
and Company — ar€ not available for 1923, but on the basis of subsequent years pro=
bably amounted to less than 20 percent of the deposits in J. P, Morgan and Company. :
None of the other twenty-five small private banks would have been within the top de-
cile of commercial banks. :



Size Distribution Statistics for MutuaL‘Savfngs 8anks

End of year

Banks (number)

Units in UgSaAe.

Offices In U SuA,
Unlts in New York Clty
Offices in New York City

0 N -

Employees
5) Number (000}

Deposits ($000,000)

Total

Largest bank

Ten largest banks

One hundred {argest banks
Tep percentile of banks
Tep decile of banks

Banks in New York City

N 320 0 ~J N

]
{
]

Share in deposits {percent

of national total)
[3) Largest bank
[4) Ten largest banks ,
15) One hundred largest banks
}6) Top percentile of banks
17) Top decile of banks
18) Banks in New York City

19} Deposits per bank {§000,000)

20) Depasits per employee {§000)

¢ w51

Table Cwl0-

1900 [z 12 I®S 1933 1939 15 1989
£28 624 616 59 564 551 542 531
‘tny el eee 695 689 683 685 730
4 58 £2 £4 59 57 56 54
43 58 62 ¢8 98 1ot 1o 122
‘e od"o Y13 eew 14 15 1?7 i8
2,224 3,687 4,002 8,838 9,488 10,523 15,385 19,293
70 125 224 323 507 513 589 852
503 825 1,302 1491 2,470 2,687 3,466 4,716
11488 ses EX Y] 5’780 6,626 7!39‘ 10’888 |4’029
349 5% 955 1,417 l,827 1,755 2,257 3,045
1'1253 see ‘see 4,72€ 5:561 5’932 8’583 “:205
719 1,166 2,147 3,372 3,924 4,442 62596 8,920
Jal a4 37 37 9e3 4.9 348 4.4
22,6 22,4 21,7 21 .6 26,0 25.5 22,5 24,4
6609 “oe wb e, 6504 6908 70«2 70-8 72'7
IS&? Gcl 1509 ,gso 19.3 1607 l4n7 1508
5643 .. PYY 5345 5846 564 5548 58,1
32,3 slab %58 32 wma 22 w29 %2
3454 5491 9474 14,83 16,82 19,38 28,39 36,40
con .se e e €78 702 905 1,072
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Notes to Table C«10

1900-1933¢ Averages of June data from Federal Reserve Board, Revised
Statistics of All Banks in the U,S. 1896-1950, Table 8.

1939-49: Annual Report of the Federal Deposit Insurance Corporation,
various issues.:

1929: Line 1 plus branches from Fedeval Reserve Bulletin, December 1930,
p. 813.

1933: Line 1 plus branches as shown in Monetary Policy and the Manage-
ment of the Public Debt (Joint Committee on the Economic Report,
82nd Congress, 2nd Session), p. 553.~

1639-49: Line 1 plus branches from Annual Report of the Federal Depastt
Insurance Corporation, various issues.

1900-1922: Compiled from data on individual banks inReport on Savings
Banks, Trust Companies, Safe Deposit Companies and hiscellaneous
Corporations, Banking Department, State of New York, various issues.’

1929-49: Compiled from individual bank data in Hutual Savings Sanks of the
u.s., :Directory of the National Association of Mutual Sqvings Banks,
varlous issues. Beginning in January 1927 this publication appeared
biannually until 1931, and - : : annually thereafter.

1800-1922: Same as line 3.

1929-49: Line 3 plus branches compiled from Mutual Savings Danks of the

U.S., various issues. The first legislation providing for savings bank
branch facilities became effe ctive in 1923 (Morgan and Parker, New
York Banking Lew 1923, pp. 254-6).

1933,1939: Bcsed on Department of Commerce, National Income Division
f1gures for 1934 and 1939. On the basis of the change in total banking
employment between 1933 and 1934, the change in mutual savings bank
employment can be assumed negligible between the two years.:

1945: The 1942 ratio of employment in mutual savings banks {bdsed on Nat-
ional Income Division data) to employment in total banking (Burecu of
the Census figure) applied to total banking for 1945, as given in Nction-
al Income Stpplement 1951, Survey of Current Business, p, 181.-

1949: Based on a 1951 questionncire survey of the National Association of
Mutual Savings Banks covering 506 banks.

1900-1949: . Table A-5, line 30.
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Notes to Table C-1G (concl.)}

1900: Compiled from state reports on individual banks for 1900. Figures for
Maryland were partly estimated on the basis of individual bank data first
appearing in 1914; those for Ohio were roughly estimated on the basis of
the state total for number of banks and deposits. -

1912,1922: Top ten and top percentile compiled from official state reports.

1929-49: Compiled from individual bank data shown in American Sanker, vari-
ous issues.

1800-1949: Cdmpiled from individual bank datd shown in annual reports of
New York State, Superintendent of Banks, Report on Savings 3anks, Safe
Deposit Companies and Miscellaneous Corporaticns (title varles in some
years)..

1900-1949: Lines 7 through 12 each divided by line 6.
1900-124%: Lines 6 divided by line 1.-

1933-45: Line 6 divided by line 5.-
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Table Cwll

Size Distribution Statistics for Savings and Loan Associations

End of year 1900 192 1922 1929 |2§3 1939 1 945 1949
Associations {number} -
1) Units 5,356 5,344 10,009 12,342 10,596 7,719 6,149 55983
2) Offices in U S.Ae | “ed e .ee aes see see ere £,150
3} Units in New York City 126 85 92 9t 82 70 71 4
4) Offices in New York City 124 85 92 95 86 78 74 80
Employees
5) Nuaber (000) e’ R L1 oo .ok 35 o 18 25
Assets {1000,000) : . NIV A 15,734
£) Total . 571 1012 3,343 8,695 B 7,018 5,524 8,747 B 14,622
7) Largest association i2 sae Prc 60 46 ese 13 {04
8) Ten largest associations 38 co cus AL3 258 . 425 763
9) One hundred largest association$ f3 P P 1,840 1,107 esn 15896 3,238
10) Top percentile of associations 84 ven esé. 2,030 1,142 P ¥ 2 2,420
11) Top decile of associations 242 e son ey 2,922 “ee ae 7,771
]2} Associations in New York City 38 23 57 200 181 204 359 658
Share in assets (percent of
national total)
13) Largest association 2,1 vos con 047 0,7 eoe 0,8 047
|4 Ten largest associations G-? ose fem 503 3-8 cva 503 498
15) One hundred {argest associations 19,8 ees oe 2] Bl 1645 ace 23,7 20,6
lé TOP percéntile of associations 14-7 sue see 2303 17.0 seo |8,0 !5-4
17) Top decile of associations 45.9 .o cen cas 43,5 PP sne 49.4
‘18) Associations in New York City 6o7 2,3 147 2,3 2,4 347 4,1 45
19) Assets per association ($000,000) 0,11 04l 9 0,33 0,70 0446 0,72 [ 442 2,44
20) Assets per employee ($000) oo ans aoe swe. 201 cos 486 585

{source notes on next pages)
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Notes to Table C-11-

1900,1912:. Estimated from state reports collected or made by H. F. Cellarius,
shown in sttory of Building and Loan in the U.S., i, Bodfish, ed,, p. 136."

1922-49: Home Lean Bank Board, Trends in the _Savmgs and Loan Field, 1350,
TC{ble 1,. 91,.40,#'

1949: Line 1 plus number of branches, State~chartered institutions had 87 bran-
ches at the end of 1949 (from unpublished study of the National Savings and
Loan League), while federal institutions hay 80 (figure from annual Report of ‘
the Home Loan Bank Board for the year-ending Dec, 31, 1949, p. 21}

1900~1933¢ Compiled from county totals shown in State of New York, Building
Department, Keport on Savings and Loan Associations (title varies), various
issues..

1939-49: State-chartered institutions from source for 19u0-1933, plus federals
from Home Loan Bank Board, Annual Report of Federal Savings and Loan
Associations for 1639 and 1945, and from Federal Savings and Loan Insur-
ance Corporation, List of hember Institutions for 1949, -

1800~1922¢ Same as line 3.

1928-49: Line 3 plus branches of Federal associations (1933-49) from data of
‘Home Looan Bank of New York, and branches of State~chartered institutions
from data of State of New York, Superintendent of Banks. Among branches
of state associations are included ‘/stations.”” The latter are legally more
restricted in their operations than branches {e.g. stations accept deposits
and withdrawals but do not negotiate loans or open accounts; McKinney’s
Consolidated Laws of New York, Article 10, Section 396), Legislation per-
mitting stations was first adopted in 1929, while the law first permitted
branches in 1339, after which no new stations would be established; no
stations were still operating in 1952 (information from the State of New York
Banking Department). :

1933: Censis of Gusiness 1935 figure for 1335 of 31,806 employees (covering 70
percent of all associations in the United States), arbitrarily raised 10 per-
cent on assumption that the asscciations not reporting were on the average

" of small size. -

1945"1949: Estimate of U.S. Savings and Loan League. -

19001912
1922-4&:. Same sources as for line 1. Total asset figures differ from Appendix
Table A~18, by amount of pledged mortgage shares whicheire omitted from

latter. For 19833 and 1949, A gives end of June 1934 and figures, {950

obtained by averaging December 31 figures; B gives December 31 figures
for the year in question. The June figures afford compariscn with lines 7
through 10, some of which are June data. -
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Line Notes to Table C-11 (cont.)

7-11 1900: Derived from state building and loan department reperts on individual asso~
ciations. Data in general refer to December 31 or balance sheet dates in the
latter part of the year. Available state reports covered eighteen states having
79 percent of all U.S. building and loan associations and 83 percent of their
assets. It was assumed that no association in the unaccounted states ranked
among the first ten. A rough estimate of concentration in the unaccounted
states for the purposes of lines 9 and 10 was based on the size distribution
in the reporting states, adjusted for the lower ratio of average assets per
institution in the nonreporting states. {Among the latter, Maryland was the
most important omission, with total assets estimated at about 16 percent of
aggregate assets of nonreporting states). -

1929:. Derived from data on individual associations from U.S. Building and Loan
Leaque, Building and Loan Annals, 1930, pp. 548+9. Only members of the
league are covered. {In 1949 league members represented gbout 62 percent of
the associations in the U.S. and about 85 percent of their assets,) Since only
the first ranking 89 companies are listed in the Annals, figures for the 100
largest associations and top percentile of associations are based on extra-
polation,

1933: Derived from data as of July 1, 1934 on individual league member associ-
ations, U.S. Building and Loan Leaque, Building and Loan Annals, 1934,

1945: Invested capital (including paid-in savings and share accounts rlus gen-
eral reserves and undivided profits) from American Banker, June 11, 1947, -
pp. B-7. Total invested capital for 1945 equals 92 percent of total assets
(Trends in the Savings and Loan Field, 1850, p, 4). {A comparison of 1249
of percentage shares obtained by the top ten, top one-hundred, and top per-
centile of instititions, based on savings bank capital and assets, shows 4.9:
15.9, and 22.7 percent respectively when based on savings bank capital, -
and 4.8, 15.4, and 20.6 percent respectively when based on assets.) The fig=
ure of $73 million in line 7 represents assets of the leading asscciation as
of October 30, as shown in Annual Report of the Perpetual Building Associ-
ation for the year-ending Qctober 30, 1945. .

1949: For league member associctions; derived in same way as for 1933 from
Savings and Loan Annals, 1950, pp. D-17 to D-155. The data are as of July
1, 1950, For comparison, data released by the Home Loan Bank Board on
200 Largest Savings and Loan Associations Listed in Order of Total Assets
show the following December 31, 1949 figures for cll operating associations
{in millions):

Ten largest associations $ 712
100 largest associations 3,304
Top percentile of associations 2,426

The difference between the latter figures and the league figures (negligible
except for ten largest associations) arises because the league data are of
six months later and — influencing the difference in an opposite direction —
because not all large associctions are members of the league. -
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Line Notes to Table C-11 (concl.}

12 1900-1933: Compiled from State of New York, Superintendent of Banks, Report -
on Savings and Loan Associations, various issues, Figure for 1922 repre-
sents arithmetic average of 1921 and 1923 assets.

1939-49: Assets of state~chartered institution, from source for 1900-1333; plus
assets of fedéral associations from Home Loan Bank Board, Annual Report
of Federal Savings and Loan Associations for 1939 and 1945. Figure for
1949 compiled partly from Federal Savings and Loan Insurance Corperation, .
200 Largest Sovings and Loan Associations Listed in Order of Total Assets,
December 31, 1949, «nd partly from deta for June 30, 1850 given in u,S, Savs
ings and Loan League, Sevings and Loan Annals. i

13-17 ~ 1900-1949: Lines 7 through 11 edch divided by line 6, except for lines 8 to 11
in 1945 where divisor equals total invested caprtal of $8,010 million (obtain-
ed from Trends in the Savings and Loan Field, 1950, p. 4); For 1933 and
1949, figure A {June of the following year) is used as the denominator for .
reasons explcined in the notes to line 6. These ratios are slightly understated
since it may be assumed that some associations ranking among first ten and
first decile of associations are not Savings and Lioan League siembers. For
1949, ratios based on the comprehensive Home Loan Bank figures given in
the notes tec lines 7 through 11 for 1949, and using the B (December 31, 1943)
figure as the denominator,. all shown below, are found to differ only slightly
from the ratics cbtained from the league data used in the table:

"Ten largest associations: 4.9 percent
100 largest associations 22.6 percent
Top percentile of associations 16.6 percent
18 1900-1949: Line 12 divided by line 6 {figure B, i.e, end-of-year assets, used as

divisor for 1933 and 1949). ©
19 1900-1848: Line 6 divided by line 14

20 1_933)19:45, 1849; Line 8 divided by line 5.-
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Table C-12

Size Distribution Statistics for Life Insurance Companies -

End of year 190()

Companies {number)

1) In U,S.A.
2) In New York City &

Employees (number, 00G)

3) Total in U.S.A.
4} In head office
5) Full-timé agents

Assets (§ 000,000}

6} Total
7) Largest company
8} Ten largest companies
9) Cne hundred largest
companies
10) Top percentile of
companies

11) Top decile of companies

12) Companies with head
office in New York
City @

Share in assets (percent of
national total)

13) Largest company

14) Ten largest compcnies

15) One hundred largest
companies

16) Top percentile of com-
panies - -

17} Top decile of comPanies ‘

18) Companies with head
office in New York
City ¢

15) Assets per company
(8 000, 006)

20) Assets per employee

(8 Go2)

84
14

e i

tee,

1,742

326
1,376

326
1,269

16.7
79.0

£6.3 -

20.7

1912

305 -

11

4,409
726

3,307 -

4,357

1,832
4,134

63.4

14,5

11922

347
13

1929

17,482

3,011

-12,015

16,797

8,123
15,879

17.2
88,7

96.1

56.6

39‘9

aIncluding Prudential and Mutual Benefit of Newark, N.J.. -

1933

20,896

3,861
14,694
20,299
10,228
19,011

10,814

- 18.5
70,3

97.1

51.8

55,7

1933

243

29,
5,142
20,405
28,329
14,323
26,756

16,925

1755 .

69,8

(source notes on
next pages)

1945

463
21

266
80
135

44,797
7,562
30,504

43,180 -

23,469
40,972

25,089

-56.0

96.8

- 168

98.5

54,1
97.9

177
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Notes to Table C-12
Line

| 1900-1933: J. O. Stalsonkarketing Life Insurance, pp. 752-3."

1939: Spectator Company, Insurance Yearbook, Life Volume, figure for 306

companies raised by the ratio of the S.ectator estimate to the Institute of
. - Life Insurance estimate for 1945..

1945-49:. Estimates of the Institute of Life Insurance. These, like Stalson’s,
include a sizable number of small companies, predominantly in the South. -
They cover all companies which are considered legal reserve companies by
their state insurance depariments. The inclusion of the small companies
has only a negligible influence ¢n total asset figures, but raises the per-
centile and decile figures substantially.-

2 1900-1949:. Companies with head office in New York City derived from Bést’-s £/fe
Insurance Reports, various issves.

3,4 1933:  Census of Business {(1935), figure for 1835.
1639: Unpublished estimate of Institute of Life Insurance. -
1945 1949: Institute of Life Insurance, Tclly, July 1952,

S 1933: Extrapolaied on basis of 1934-36 trend, as shown in Census of Life
- Insurance Agents in U.S., Life Insurance Scles Research Bureau, 1340.
1939: Stated figure from ihid. :
19:45'_1949: Institute of Life Insurance, Telly,-July 1852,

6 1800-1949: From Table A-8, line 1.

7-11 - 1900-1922: Derived from data on individual companies given in Spectator
Yearbook, various issues (e.g. 1922 figure from 1923 volume on /‘Finan-
‘ cl / cial Stanging and Business in 1922 of U.S, Life Insurance Companies,’’
{ pp. A311-A318). For 1922 and following years, casualty assets of two
large life insurance companies with casualty depardnents are excluded,
on the Hasis of life assets reporded in various issues of the Insurance
Report, of the Superintnedent of Insurance, State of New York. -

1929-49: Derived from data on individual companies listed according to size
of assets in the Weekly Underwriter, generally around the middle of the
year (e.g, 1945 figure appears May 11, 1946, p. 1241)."

12 1900-1922: Derived from individual company data in Spectater Yearbook
. various issues..- ' ' ’

1929-49: Derived from individ¢ual company data in Best”s Life Insurance Re-
. ports, various issues.

13-18 1800-1949: Lines 7 through 12 each divided by line 6. -
19 1900-1949: Line & divided by line 1. -

20 1939-49:- Line 6 divided by line 3. :
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Table C-13

Size Distribution Statistics for Fraternal insurance Organizations

End of year 1901 1912 1922 1929 1933 1939 1945
1) Number of orders 489 357 245 266 206 251 180
Assets (¥ OO(J_;I'JOO)
2} Total 29.4 164 465 848 957 1,198 1,645
3) Largest order 2.9 id e 95 erel .
‘4) Ten largest orders 14,8 v ¥ 382 . .
5) Top percentile of orders 10.8 . 143 . .
) Top decile of orders 26.4 . 568 . . .
Share in assets
(percent of national total)
7) Lrgest ord_er 9.9 . 11.3 vie
#) Ten largest orders 48,7 N . 45.0 . :
9) Top percentile of orders 356.7 21.6 vis
10) Top decile of orders £9.8 69.3 :
11) Asscts per company 006 ¢4l 190 305 465 478 9.13
(3 906,000}
Line
1 1901-1949; Spec ator. Company, Insurance Yearbook, Life Volume, various issues.

1545

175

As no data on the number of companies were given for 1900, the figures for 1501
were used instead. Beginning with 1922 the figures refer only to reporting orders. -
Since the addition of the nonreporting orders - which are presumed to be small —

would probably raise the total number of orders substantially, but total assets

(line 2) only negligibly, the cbsolute asset amounts for the ten largest orders (lines
4 and 5), and their. percentage share (line 8), are only slightly overstated, but the
shares of the top percentile and decile (lines 9 and 10) are probably considerably

understated for 1929 and 1949, For the scme reason, the values of line 11 are
overstated for 1929 tc 1949. -



Line

3-6

7-10

11

C-86l

Notes to Table C-13 (concl.)

1901: Spectator Yearbook, 1913, p. 313..
1912-49: From Table A-Q, line 1.~

1601, 1928, 1949: Derived from data on individual companies from Spectator Yeare
book, various issues.

1901, 1929, 1949: Lines .3 to 6 each divided by line 2.-

1901+49: Line 2 divided by line 1.~
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Table C-14

Size Distribution Statistics for Fire and Marine Insurance Companies

End of year 1900 1912 1922 1929 1933 1939 1945 1949
1) Number of companies 493 595 754 31 672 553 548 615
Assets (8 UC0,000)
2) Total 413 775 1,627 3,084 2,230 2,840 4,237 §&,558
3} Largest company 14 34 80 130 58 126 200 318
4) Largest ten companies 101 205 472 872 595 801 1,238 1,862
5) Top percentile of ,
companies 59 14° 416 816 475 599 837 1,440
8) Top decile of companies 236 497 1,117 2125 1,376 1,701 2,563 4,197
Share in assets
(percent of national total)
7) Largest company 3.4 4.4 4.9 4.2 3.9 4.4 4.7 4.8
) Ten largest companies 24.5 25,5 25.0 28.3 268.7 28,2 29,2 20.4
9) Top percentile of
companies 14.3 15.2 25.6 26,5 21.3 21.1 19.8 22.0
10) Top decile of companies 57.1 64.1 68.7 38,8 617 59.8 80,5  €4.0
11} Assets per company
(8 GGO,L08) 0.8 1.3 2.2 3.3 3.3 5.1 7.7 10,7
Line
1 Data from the Spectator Company'’s Insurance 'Yearbook, Fire and Marine Volumes, us

shown in Statistical Abstract of the United States, various years. These figures, and
all others in the table cover United States companies and United States branches of

foreign companies, From 1933 to 1849 the figures refer to reporting companies. -

2 From Table A-12Z, line 1.



7-1G

11

C-~e3

Notes to Teble C-14 (conel.)

Compiled from data in the Fire and Marine Volumes of the Annual Report of the
Superintnedent of Insurance, State of New York, various years. The data cover .
companies cuthorized to do business in New York State, and were assumed to
include all companies in the United States falling within the decile range, As a
check, a separate distribution for all companies in the United States for 1943
{derived from data on individual compuanies shown in the Insurance 4lmanac. 1950,
pp. 932-947) gave results almost identical (28.4 percent for ten largest companies;
21,9 percent for top percentile; £3,2 percent for top decile)ﬁthose obtained by using
the New York State d ata. ' L__.'W,'f/,

Lines 3 through 6 each divided by line 2.-

Line 2 divided by line 1.-
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Table C-15

Size Distribution Statistics for Casualty and Miscellaneous Insurance Companies

End of year 1929 1933 1939 1545 1949

1) Number of companies 456 260 292 290 365

Assets (8 000,000}

2} Total 1,544 1,248 1,445 3,351 5,447
3) Largest company 117 90 137 223 313
4) Ten largest companies 335 410 633 1,145 1,758
5) Top percentile éf companies 307 18C 289 508 . 910
8) Top decile of companies 1,102 715 1,175 1,942 3,405

Share in assets
(percent of national total)

7) Largest company 7.6 7.2 7.0 6.7 5.7

8) Ten largest companies 34.6 32.9 32.5 34.2 32.3

9) Top percentile of companies 19.9 14.4 . 14.9 15.2 16.7

10) Top decile of companies 71.4 57.3 60.4 58.0 62.5
11 As;ets per company § 000,000) 354 4,5 '7. 11.8 14.9
Line

1 Reporting companies from aggregates for the United States shown in the

Spectator Company Insurance Yearbook, Casualty and Miscellaneous Vol-
umes, various issues. The Spectator data exclude a substantial number of
small mutucl companies, whose inclusion would raise total assets (line 2)
relatively little but would increase the percentage sthares (lines 7 to 10),
which are thus somewhat understated. Reference to Takle C-16, which
gives data on companies licensed in New York, shows that the latter hsld
about 80 percent of total assets in the country while comprising less than
one-half the number of companies. Hence, the percentages in lines 9 and
10 of Table C-16 are considerably lower than the corresponding lines of
this table. Figures prior to 1929 are omitted from the present table since
Specator does not show aggregates for mutual companies, - =~ 1829,°

before



Line

7-10

11

C+ 565

Notes to Table Crl5 {concl.)

From Table A-13. Mutual accident and heclth and life assessment asscci-
ations are deducted according to sources stated in the cited table, -

State of New York, Superintendent of Insurance, Annual Report, Casualty

and Miscellaneous Volume, vorious issues. The data cover companies author-~
ized to do business in New York State, and were assumed to include all
companies in the United States falling within the decile range. As a check,
a separate distribution for all companies in the United States for 1949 (de-
rived from data on individual companies shown in the lasurence 4lmanac
195¢C, pp.950-957) gave results very similar (31.4 percent for the ten largest
companies; 16.6 percent for top percentile; 63.8 percent for top decile) to
those obtained by using the New York State data. - '

Lines 3 to 6 divided by line 2.

Line 2 divided by line 1
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Table C-16

Size Distribution Statistics for Casualty and Miscellaneous Insurance
Companies Licensed in New York State

Ead.of year 1960 1912 1922 1929 1933 1239

1} Number of compunies
licensed 31 €3 g5 140 109 123

Assets (8 000,000)

2} Total 47 162 g17 1,352 1,046 1,636
3) Largest company &) 17 52 117 90 137
4) Ten largest companies 33 68 304 535 410 €33
5) Top percentile of

- companies - 17 59 117 90 137
&) Top decile of companies 1€ 6l 304 640 410 713

Share in assets
' (percent of total)

7} Lorgest company 12,8 10.5 9.6 8.7 8.6 4.1
i3) Ten lorgest companies 70.2 54.3 49,3 38.6 38.2 37.5
3) Top percentile of
companies - 12.5 9.6 8.7 8.6 8.1
1) Top decile of companies 34, 37.7 44.3 £7.3 3u.2 42.3

11) Assets per company
(8 600,000} 1.5 26 . 85 9.7 8.6 13.7

1945

132

2,951

223

1,146

223

1,266

7.6

38.5

42.9

22.4

1949

126

4,591

313

1,758

318

1,859

35,9

Source: State of New York, Superintnedent of Insurance, 4nnual Report, Casualty and Miscellan-
ecus Volume, various issues. The New York State Insurance Fund, covering workmen'’s

compensation insurance and started in 1914, is excluded,
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Table Cwl?

FiresMarine and CasualtyMiscellaneous Insurance Companiess
Size Distribution of Assets of Individual Companies and
Groups of Aff;liated Companies

End of year BRL S 1949
A B A B
1) Number of companies o 1,387 1,303 980 748
Assets ($000,000)
2) Total , 3,628 12,005
3) Largest company ‘!‘301 . 290 318 637
4) Ten }argest companies 940' ‘.1,4v98 2,023 3,821
5) One hundred largest ¢dmpanies 2,503 3,277 65316 9,540
€} Top percentile of companies 1,157 1,707 2,023 3,130
7) Top decile of companies 3,173 3,459 £,275 8,252

‘Share in assets
{percent of national total)

8) Largest company 2.8 £43 2,6 5e3
9) Ten fargest companies 20,3 32,4 1649 31,8
10) One hundred largest companies t2,7 70,8 52,6 13
1t) Top percentile aof companiyes 25,0 36,9 16,9 26,1
12¥ Top deciie of companies £8.¢ 7447 | 52,3 68,7
13) Assets per company {$000,000) 3.3 346 12.3 1640

At All companies treated as singie units,

B; Groups of affiliated companies treated as single unitse,

(source notes on next pages)
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37

C- &3

Notes to Table C-17

1929 and 1949, col. A: Table C-14, line 1 plus Table C-15, line 1.

1629, col. Bt Figure of col. A adjusted for the existence of 34 groups of 118

affilicted companies. Since only groups whose leading company nad assets
of at least $20 million at the end of 1929 were considered, the number and
assets of groups are somewhat understated, and the number and assets of
independent units somewhat overstated. Information relating tc groups was
obtained from Mcody’s kenual of Investments: Banks and Finance 1930,

1949, col. B: Figure of col. A adjusted for existence of 106 groups of 338 af~
filiated companies. Data on groups was obtained from a listing in Best’s
Fire and Casuclty Aggregates and Averages 195G, pp. 2-13. .

1929, 1949: Table C~14, line 2 plus Table C-15, line 2. A consolidated total
figure (for col. B) could not be calculated since the amount of inter-com-
pony holdings (at book values) was not shewn in Moody’s. As the consol-
idation would decrecse the assets of the larger companies and would reduce
them proportionately more than total assets, the values of lines 3 to 7 and
the percentages of lines 8 to 12 are samewhat overstated,

1929 and 1948, col. A: Sources to Tables C-14 and C-15, lines 3 to 6. :

1929, col B: Combined assets of groups of companies and assets of indepen-

dent companies from Annuel Report 193G, Superintendent of Insurance,
State of New York, Fire-Marine and Casualty-Miscellaneous Volumes, and
Moody's Manucl of Investments: Banks and Finance 1930, Moody's Hanuol
was used primarily in those cases where an affiliated company was not
licensed in New York State. -

1949, col. B: Combined assets of groups of companies from Best’s Fire and

Casualty Aggregates and Avergges 1950, pp. 2-13, and assets of indepen-
dent companies from Annual Repert 1949, State of New York, Superintendent
of Insurance, Fire-Marine and Casualty-Miscellaneous Volumes. -

1829, 1949: Lines 3 to 7 each divided by line 2. .

1929, 1949: Line 2 divided by line 1.
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Table C-183

Size Distribution Statistics for Credit Unions .

" End of year 1912

(2]

2) Assets (§ 000,000} 0,1

Share in assets
(percent of national total)

3) Ten largest associations i

4) One hundred largest

associaticns ese

5) Top percentile of
associations 6o

§) Top decile of associations cie

7} Assets per associgtion

(8 000)

Line

1922

200

1929 1933
974 2,016
424 370

44 18

1939
8,077

192.7

)

24

1945
8,882

434.6

7.5

28,

15.9

33.4

49

1949
10,073

§28.0

5.2

23.6

13.7

51.1

1912: Number of credit unions in Massachusetts from Commonwealth of Mass~
achusetts, Annual Report of the Commissioner of Banks 1912, Part IV. -
Massachusetts passed first credit union legislation in 1909 and was the
only state in 1912 where credit unions existed.

1922: Figure for 1923 estimated by R. Nugent, Consumer Credit and Econonic

Stebility, p. 100.

1929-49: U.S. Department of Labor data as shown in Statistical Abstract of the
United States, 1952, p. 423. Figures cover charted institutions and exceed
those reporting (for 1929, £33; 1933,1,772; 1939, 7,849; 1245, 6,615; and
1949, 9,897) principally because the latter exclude associations chartered
but not in cperation by the end of the year, and associations in liquidation
which had not relinquished their charters, -

1912-49; Goldsmith, Study cf Saving ...y Table L~40, col. 1
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Notes to Table C-18 (concel,)
Line

36 1945, 1949: Derived by interpolation from an asset size distribution of eleven
groupings for federal credit unions only (hence no absolute values are
shown) from Federal Deposit Insurance Corporation (1945) and Federal
Security Agency (1949), 4nnual Report of Operations of Federal Credit
Unions. For 1945 the percentages ate based on 3,757 reporting (out of
3,959 existing) federal credit unions having assets of $153 millions; for
1949 they are based on 4,494 reporting (out of 4,648 existing) federal
credit 'unions having assets of $316 million. - '

7 1912-49: Line 2 divided by line 1.-
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Table Cei9

Size Distribution Statistics for
Management Investment Companies

End of Year 1929 1936 1945 1949

A B. A B
1) Number of companies . 548 53 339" 190 195 %
Assets ($000,000)
2} Total i 3,850  3,5A8 1,907 2,792 3,200 3,130
3) targest company 252 452 130 213 278 296
4) Ten largest companies 1,268 1,424 778 944 t,155 1,488
5) Top percentife of companies 870 1,089 349 335 855 296
£) Top decile of companies 2,825 2,295 1,338 1,368 1,700 1,488
Assets {percent of
national total
7) Largest company 65 12,7 £e8 746 8.7 9.5
8) Ten largest companies 32,4 39.9 40,8 33.8 3G;o 47.5
9) Top percentile of companies 22,6 30,5 18,3 12,0 14,2 9.5
10) Top decile of companies 62,9 44,3 7042 49,0 5340 47,5
i1) Assets per company (4000,000) 7.0 67 546 14,7 16,8 32,9

Ar All companies treated as single units,

Bs Groups of affiliated companies treated as single units,

(source notes on next-pages)
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Notes to Table Cwmi{9

l§29, 19365 Securlties and Exchange Commission, Investment Trusts and Investment Companies, 1928
PPe 275 112-114, Includes all opene and closedmend management companies, as well as Munw
classIfied" management cempanies having assets of less than §500,000, The latter, except for
difference in size, are similar to Ymanagement investment companies proper (oP. Cita, Py 27 )8
For 1929, col, A represents the actual number of companjes shown by the Securities and Exchange
Gommission, while coly B represents the number less subsidiaries of parent companies with
assets of §20 miilion and over, The purpose of this calculation is to show, in lines 2wb
and =10, the effects of consolidating companies under common swnership (and treating them as
single units ) upon concentration, The names of the ma jor companies considered were obtained
from Securities and Exchange Commission, oPe Cites pp, 53, 56, while Information refating to
ownership was taken from Moody!s Manua! of [nvestmentss Banks and Finance, 1930, -

1945, 19492 Securities and Exchange Commission, Statistical Bulletin, Christiana Securities
Corporation is deducted, Cols, A and B for 1949 have the same meaning as for 1929, except
that for 1949 col, B equals col, A less the number of companies which are subsidiaries threugh
stock control of a parent management investment company, as well as the number of companies
affiliated with another company through common management by contract, and less the number of
companies operating as independently incorporated "ciasses™ of shares but managed in common

€.ges Keystone Custodian Funds, Group Securities, and New York Shares each manage a group of
classes of shares or funds, each of which is a separate company in the fegal sense), The
reductions were made on the basis of listings and descriptions of management investment companies
with §40 million and over in assets {Arthur Wiesenberger, Investment Companies, 1946 ), Hence,
as for 1929, the figure in col, B overstates slightly the number of companies with independent
management,

1929, 195363 Securities and Exchange Commission, Investment Trusts and [nvestment Companies, -
Asset figures throughout this table are generally at market vaiues, For {929 col, B is a
Securities and Exchange Commission figure and refers to consolidated balance sheets in the .
case of "substantial intercompany holdings of investment company securities" (oE= Cites Pe 27)e
Cols A is intended to represent a nonconso]idated total and equais col, B plus intercompany
holdings of companies having assets of $§20 milf{ion and over, Data on intercompany holdings
were obtained from Moody!s Manual of Investments, For 1936 the figure is similar to 1929,
coly B and is therefore not entirely consistent since the rest of the data for 193€ are
nonconsolidated and refer to individual units,

1945, 1949 Securities and Exchange Commission, Statistical Bulletin. For 1949 cols, A and
8 have the same meaning as for 1929 except that for 1949 the nonconsolidated figure of
coly A is the published figure of the Securities and Exchange Commission, while col, B
equals col, A less intercompany holdings of groups the parent company of which has assets
of $40 millfon and over, {Wiesenberger, ops cit,)s Assets of Christiana Securities Gorw

poration are deducted on basis &f figures in Standard and Poor!s Corporation Records

(cumulative) 1953, p,. 2121,

3929; 1936t Securities and Exchange Commfssfon, Investment Trusts and lnvestment Companjes,
For caly B, 1929, intercompany holdings of jeintly owned subsidiaries are deducted on the
basis of figures for individual companies shown in Moodyts Manual_of Investments, {930,

1945+ Compiled from diata on indfv?duat companies in Wiesenberger, op, cit,

1949: Col, A compiied from data on individual companies from Securities and Exchange Commission
worksheets (unpublished), Col, B represents consolidated figures for the major companies as
described in notes to line I, {949, derived from data on individual companies in Wiesenbergerts

Investment Companies, 1950,

1929-49: Lines 3 to 6 divided by Iine 2,

1929-49: Line 2 divided by line I,
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Tabl

e C~20

__Sejected Si;e»Dfstribufion Statistics for [nvestment Bankers

1) Number of firms

Amount of new issues, net
worth or assets {$000,000) .

2) Total
3) Largest firm
4) Ten largest firms
5) One hundred largest firms
£) Top percentile of firms
7) Top decite of firms
Share in fIne 2 (percent
of national total
8) targest firm
§) Ten largest f{rms
10) One hundred largest firms
11} Top percentife of firms

12) Top decife of firms

a

19373
Particim ‘Manage-
pations ment of

in regise regise
tered tered
"Issues issues
(1) (2)
515 515
756 1,756
13 6i4
743 1,201
.oee *w
498 982
1,295 1,480
£l 3540
42,3 £8,4
28.4 5509
7347 84,3

Particie
pations
in regis~
tered
issues

(3}

618

2,500
17
758
2,123
544

1’89[

Tl
30,3
84,9
2148

7546

Managem
ment of
regi sw
tered
issues

(4)

€is

2,500
7393
1,765

[,413
2,480
15.7

7045

5645
19942

New jssues offered durihg yearj assets and net worth held at end of year,

b
Corporations only,

Net
worth

(5)
443

484
23
131
385
69
292

4.7
27.1
1946
14,2

60,4

Total
assets

1,369

1,385
109
837

1,136
887

1,219

13,8
£0,0
82,0
64,0
88,0

(source notes on next page)
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Notes to Table Cm20

Colsy | and 22 Derived from data for 40 Individual firms in Secrities and Exchange Commission,
Selected Statistics on Securities and on Exchange Markets, 1939, P, An32, The decile
Figure is estimated by extrapolation, Figures (as in cels, 3 and 4) are limited to parti~
cipations in issues registered under the Securities Act of 1933,

Colse 3 and 41 Derived from data for ]00 participating firms and 25 managing firms in
Securities and Exchange Commission, Statistical Bulletin, March 1950, pp 8=l 0, The
decile figure for managed issues {col, 4) is estimated by extrapolation ztctal issues of
$2,500 million were managed by 73 firms).\

Col, 5¢ Compijed from data shown In Einance, March 15, 1950, pp, 3133, 7480,

Col, 6+ Compiled by interpolation, from |0 assetmsize groups from Statistics of Income
1949, Part |1, Source Book, : ‘ —

Cols, | %o 65 Lines 3 to 7 each djvided by line 2,
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Table Cw2)

Size Distribution Statistics for 1,563 Sales Finance Companies, December 3, 1947

‘ Assets
" Amount. - :
{millions Percent
R o of dollars) of total

Total 2,934 100,0
Largest company 684 23.3
Largest five companies 1,793 Glgl
Largest ten companies l}éSSi 6646
Largest one hundred companies 2,540 8646
Top percentile of companies 2,013 70.7
Top decile of companies 2,645 904!
Assets per company 149 -

Source: Largest company from Moody's Manual of Investments, (949,
Other rankings from Statistics of Income, 1947, Source Book, from
which flgures for the various rankings were estimated by interpolam
tion from nine asset size groups, Reference to Moody's Manual of
Investments, 1949, shows that the leading three companies alone had
53 percent of total assets in 1947, Personal loan companies are

~excluded,
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Table Ca22

Size Distribution Statistics for Trust Fund Assets of 2,976 Trust Institutions, 1947

- _Assets
© Amount )
{miiljons Percent
of dollars) of total
Total 36,162 100,0
Largest one hundred institutions _28?445 78,7
Top percentite of institutions '17,0004 47,0
Top decile of institutions 33,150 9te?

Source: Gilbert T, Stephenson, "Trust Business in the United States,"
Tfust Builetin, April 1948, p, 21, The rankings are derived
by interpoiation from a size distribution which uses eleven
size groups, The percentile figure is roughly calculated on
the basis of the size distribution of all companies plotted
on a double~logarithmic scale, and therefore subject to a
larger margin of error,
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otes to Table Cm23

The table includes ail cities With<more-thén 500,000 inhabitants in Apr}l 19504

a
Asset data for banks refer throughout to tofékpdeposits; for sévfngs and foan associations, to
total assets,. ' '

-

Owing to the importance in California of statemwide branch bankingy an adjustment was made to
eliminate the distortion which would result if totd! deposits of the Bank of America N,T, and
Sehs were-aflocated entirely to San Franciscos  Herce for 1929 and 1949 only the deposit liaw
bilities of the San Francisco and Los Angeles branches of the Bank of America are shown in the
sections for these two cities, the Los Angeles branches being treated for this purpose as a
separate institution, For.1929 the allocation was made on the basis of the shares of the two
¢ities in total Bank of America deposits as of February 1930 {Hearings Before the Commjttee on
Banking end Currency, House of Representatives, 7ist Congress, 2nd Session, 1930, under H,R, 14l;~
Vol, 2, Part IT, pp. 1385=8), For 1949 the allocation was based on the share of the two cities -
in Bank of America individual, partnership and organization deposits in 1947 {Iransamerica -
Hearings, Federal Reserve Board, Exhibit Number 16}, ' o

Cther outeof~town branches of San Francisco or Los Angeles banks were not of sufficient
importance to justify making similar adjustments, which in any.case would have been arbitrary,
~The only other city {as far as the present table is concerned) where outmofetown branches are
relevant is Baftimore, and there only a few suburban branches are involved, In the other
fifteen cities covered, branches in 1949 were stili either expressiy prohibifed {as in Chicago,
St, Louls, Minneapolis, Houston and Milwaukee), or essentially restricted to branches within or
close to city Iimits {Board of Governors of the Federal Reserve System, Compilation of Federal
and State Laws Refating to Branch Bﬁnkinb within the United States, July 1, 1951 ), T

c .
Data for 1934, (see refergnqg’ﬁg‘Baltimore in savings and loan source note below).
d _

Data for 1909 {see source notel,

. |
Data for 1907 {see source note)s

f
Data for 1934 (see source notej,

Commercial Banks

Most data on number and deposits of commercial banks in the major cities were compiled for 1900
from the BankersY Encyclopedia {later known as Polkfs), March 190l, -and for 1929 and 1949 from
Rand=McNally Bankers? Directory, The data refer almost entirely to end of year; for 1900 a few
of the figures may relate to the February 13, 1901 call date or to earlier balance sheet dates
in 1901, New York City figures for all three years were obtained from sources indicated in the
notes to Table Ce9, and the 1949 figures for Chicago were derived from American Banker, January
12, 1950, pe 124 The statistics cover incorporated commercial banks and trust companies and stock
savings banks in all years, Due to inadequaceis of data (discussed in the special note to Table
Cwm9)y private banks are wholly excluded in 1900; -exciuded with the exception of J, P, Morgan and
Company in 19293 and’ included == Insofar as those outside New York City and Chicago are listed
in the bankers! directory = in 1949, By treating private banks in this way, city~wide totais of
deposits are probably not much understated {with the possible exception of New York City in 1900
owing to the amission of J, P, Morgan and Oompany). Percentage shares.of the largest, lergest
five and jargest ten banks are }ikewise little affected, In those cases where a large number of
private bankers existed, their exclusion from the statistics may understate the quartile share,
but not substantialiy except in those cases where there is a refatively small number of nomw
private banks and the size of individual banks beyond the top quartile is large relative to the
city-wide total, The assumption we probably justified =~ made here is that average deposits of
~private banks in 1900 and 1929 {with. the exception, again, of a few New York City institutions)
were smail,
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Mujyal Savings Banks

Data were compiled, wherever possible, from official state banklng reports, in the few cases

Directory was used, The figures generally refer to the end of the year,

Savings and Loan Associations

" With the exception of Baltimore, Washington, D,C; aﬁd'Mlhneébolls, all data for 1900 and 1929

are based on official state reports of savings and loan superintendents, Maryiand statew chartered
associations have never been under supervision and no official data are available, In the absence
of such reports for faryland, no figures could be shown for Baltimore in 1300, The figures used

in lieu of 1929 are data for 1934 applying to members of the United States Savings {then calied
Building) and Loan League and listed in the League!s Savings and Loan Annals, 1934, Even though
most of the larger Baltlmore assoC|atxons may be assumed to have belonged to the league, many
small instTtutions probably did not, so that the coverage of the statistics is not entirely adea
quate and percentage shares are somewhat overstated, W=ashington, D,C, associations chartered
under the District {ode reported (unt:l jurisdiction was transferred to the Home Loan Bank Board
In 1951 ) to the Comptroller of the Currency, from whose Annual Reports the data are compiled,

No figures are available for 1900 since the institutions first reported to the Gomptroller in
19C5+) For Minnesota associations, although supervised, published data are available only for
1900, Data used for 1929 are 1934 figures, derived similarly to those for Baltimore, Data for
Houston are not available for 1900, Those shown for New Orleans for 1900 refer to 1907, the date
of the first Louisiana state report,

To compife city~wide totals for 1949, it was necessary to combine data for state—chartered
associations (generally obtained from official state reports) with those of federallymchartered
associations, Statistics for the latter were not available in a single source, and the method

~used to collect the figures was (l) to ascertain. the names of federal associations from the

Federal Savings and Loan Insurance Corportionts List of Member Institutiops, 1949; and (2)
obtain data for individual associations from one of the following sourcess z ) United States
Savings and Loan League, Savings and Loan Annals 1950; (b) National Savings and Loan League,
Membership Directory 1950; Federal Savings and Loan Insurance Corporation, 200 Largest
Savings and Loan Assocjations {mimeographed release dated March 8, 1951 )3 (d) direct inquiry

from the individual associatione This method gave complete data for all cities except for the
following, for which'nd published reports were available: Houston, Minneapolis, Baltimore,
Pittsburgh and Philadelphia, For these five cities the data are certain to cover {}all insured
associations, ( } al! members of the two savings and loan leagues, and 3) all associations ranked
nationally among the top 200, Whatever deficiencies in coverage remajn are probably negligible
for Houston and Minneapolis, but may be substantial for Pittsburgh, Baltimore and Philadelphia,
especially the latter, where the present lable shows the number of associations to have declined
from 2,823 to 160 between 1929 and 1949, or from 72 to I8 percent, while the total for Pennsyiw
vanja. (see Tables Cwi2 and CnIB) dropped only from 3,901 to 902

Data on Washlngton, D. C. assocratlons for 1949 were compiled from A Financial Survey of
i i in _the letrlot of Golumbia, by Edward F, ‘Stauber lunpubllshed




APPENDIX

| SUPPLEMENTARY TABLES ON REGIONAL DISTRIBUTION
OF FINANCIAL INTERMEDIARIES



Table Dl

Resourczg of Selected Financial Intermediaries per 1000 Square Miles by States and Regions, 1949
$ mill. (except col. 9)

Manage- State-
Savings Per- ment local
and  soanal Life in- . T Ul
Mutual loan  trust insur- vest- Postal employ-
sav~ asso- de- ance ment Save ment
“ings cia- part- Credit come com- ings and
banks . tions wenbs wunions panies panies System retire- Total,
Commercial banks Total o Policy  Share- Total_  ment cols. 1,
Deposits ae-  Total Total Total  re-  hold~  de-  funds U4 to 8,
Total  Demand “Time Posits assets assets assets serves ers posits Assets 10 and 11
S 2 3 N 5 6 T 3 g 10 11 12
Maine 13.4 7.0 6.1 7.1 1.3 1.9 0.1 8.2 409 0.1 1.b © 33.5.
New Hampshire 27.0 13.9 12.1 29.6 5.1 3.k 0.3 21.k 888 0.3 3.0 90.1
Vermont 2.7 8.6 15.8 8.8 1.7 2.6 0.0 13.8 540 0,1 1.9 53.6
Massachusetts LhT71.h 332,86 92.8 393.5 70,0 197.8 8.7 2u3.h 7265 5.4 31.5 1421.7
Rhode Island 579.9 31l.h 251.2 217.5 82.% 258.6 14.8 279.2 6161 3.3 32.9. 1468.6
Connecticut , 283.2 189.6  82.% 26k,1  38.9 169.1 L6 191.6 3787 5.8 39.5 996.8
New England 0k.3 - 67.8 29.3 81.5 19.1 43,8 1.8 58.7 1704 1.3 8.9 319.5
New York 602.2 420.2 81.5 224,0 25.7 272.0 1.2  172.1 3146 3.8 454 13464
New Jersey 555.6 283.9 259.5 69.7 T4.8 138.7 2.7 312.5 4930 5.0 8L.5 1240.5
Pennsylvania 213.5 128,6 69.7 23.b -21.1 104.6 1.0 90.7 1552 3.4 20.8 - 478.5
Middle Atlantic Wot7.2 281.1 89.8 123.7 -27.4 188.0 1.2 1469 2579 3.7 37.3 955.4
Ohio - 165.9 92.8 6h.h 5.7 b47.% h5.2 1.2 70.0 935 3.8 18.5 357.7
Indiana 80.1 52.6 24,1 1.2 13.5 6.0 0.7 30.1 325 3.8 6.9 42,3
“ Illinois 203.3 124k.3 54,9 - 21.6 40.3 1.6 64.8 1112 8.1 10.9 350.6
Michigan 83.9 Yo,2  37.2 - 5.7 15.2 0.8 29.3 4ol 3.3 6.8 145.0
Wisconsin 50.k 25.0 22.4 0.2 5.7 3.8 0.6 19.6 5oL 2.1 6.6 89.0
Lo.s5 1.2 17k 22.0 1.0 k2.1 705 4.3 9.6 21k.1

E. North Central 116.5 66.9



~ Table D-1 (cont.) D=2

, : Manage- ; State-
Savings  Per- ment . local
: and sonal Life _in- © un-
Mutual loan trust . insur- vest- Postal employ-
sav~  asso=- de- ance ment Sav=- ment
ings cig- part- Credit com- com- ings and
barks tions ments unions panies panies System retire- Total,
Commercial banks Total Policy  Share- Total ment cols. 1,
Deposits de- Total Total  Total re- hold- de~ funds 4 to 8,
Total TLemand Tiwe posits assets assets assets serves ers posits Assets 10 and 11
1 2 3 L 5 6 7 8 ) 10 11 12
Minnesota 324 8.4 10.h4 1.9 3.9 13.3 0.3 10.8 276 1.2 2.1 65.9
Iowa 39.0 27.2 9.4 - 2.9 1.0 0.2  1k.1 158 2.5 1.8 61.5
Missouri 56.3 36.7 9.8 - 4.3 12.1 0.4 18.2 549 1.5 2.9 »2;.5
North Dakota 8.4 5.8 2.3 - 0.6 0.1 0.1 1.1 17 0.5 0.2 .
South Dakota 6.2 4.8 1.1 - 0.1 0.1 0.0 1.5 17 0.5 0.1 8.5
Nebraska 15.5 11.8 1.8 - 1.5 0.6 0.1 L.y 100 0.9. 0.5 23.5
Kansas 18.9 15.7 2.0 - 2.1 0.k 0.1 5.2 101 0.9 0.9 26.5
W. North Central 2k.5 16.7 5.1 0.3 2.2. k.1 0.2 7.6 2. 1.1 1.2 k1.2
Delaware 195.9 153.1 33.1 k2.8 11.7 269.8 0.5  60.8 558 1.0 6.8 L1.1
Maryland 41,9 91.4 ho.2 37.6 31.2 76.9 0.5 67.8 1048 0.7 18.5° 372.1
_ District of Columbia® 14355.0 10338.5 3045.0 - 5220.0 5887.0 203.0 4843.0 116478 101.5 884k.5  31L9Lk.0
. Virginia h2,5  2h,5  1h.5 - 3.5 10.6 0.1  15.h 262 ok 75.0 147.5
West Virginis 39.k4 26.3 11.2 - 2.3 4.5 0.1 15.2 153 0.6 L. 66.5
North Carolina 29.8 18.9 7.6 - 5.4 4.0 0.2 9.l 173 1.2 k.0 53.7
South Carolina 19.9 16.3 2.9 - 3.7 0.9 0.0 6.8 151 1.8 2.3 - 35.4
Georgia 25.8 17.9 5.4 - 3.5 2.8 0.2 9.0 143 0.7 2.0 Lh.0
Florida 29.0 20.9 5.7 - 5.4 2.3 0.2 8.0 340 1.6 1.6 48.1
South Atlantic 39.4 26.6 9.7 1.7 6.6  10.2 0.2  13.9 275 1.1 3.5 76.6
Kentucky 35.2 26.2 5.7 - 5.8 7.2 0.2 11.8 124 1.1 3.3 64.6
Tennessee 42,9 27.%  10.6 - 3.1 4.5 0.3 11.8 181 0.8 2.6 66.0
Alabama 22.1 16.0 5.0 - 1.1 2.8 0.2 5.6 104 0.7 1.h 33.9
Mississippi 15.3 11.5 2.8 - 0.9 0.3 0.0 3.3 35 0.2 1.0 21.0
E. South Central 28.1 19.8 5.9 - 2.6 3.5 0.2 7.8 10 0.7 2.0 44 .8



Table D-1 (cont.) D=-3

‘Manage= State-
Savings Per- ment local
and  sonal Life in- Une
Mutual loan trust insur- vest~ Postal employ-

sav-~  asso- de- ance nent Sav- . ment

ings cia= part~ Credit  come com=~  ings - &and
banks tions ments unions panies panies System retire- Total

Commercial benks Total Policy Share- Total  ment - cols. 1,
Deposits de- Total Total  Total re~  hold- de-  funds U to 8,
Total Demand Time posits assets assets assets serves ers posits Assets 10 and 11
1 2 3 i 5 6 _ 7 o 9 10 11 12

Arkansas 13.7 11.0 1.8 - 1.1 0.3 0.0 3.5 52 0.9 0.9 20.k
Louisiana 33.7 23.9 5.9 - k.5 2.0 0.2 9.6 146 0.5 2.8 53.3
Oklshoms - 21.9 17.9 1.7 - 2.7 0.4 0.1 5.7 8L 0.8 0.8 32.4
Texas 22.0 17.1 2.4 - 1.2 0.7 0.1 3.0 61 O.lt 1.1 . 28.5
W. South Central 22,2 17.3 2.6 - 1.8 0.8 0.1 k.2 73 0.6 1.2 30.8
Montana, 3.6 2.8 0.7 - 0.2 0.0 0.0 0.9 8 0.2 0.3 5.2
Idaho k.9 3.6 1.2 - 0.k 0.0 0.0 0.9 23 0.2 . .0.3 6.7
Wyoming 2.3 1.7. 0.5 - 0.2 0.1 0.0 0.6 9 0.1 . 0,% 3.4
Colorado 10.0 . T.1 2.1 - 1.2 1.3 0.1 3.4 ok 0.5 - 0.6 . 17.1
New Mexico 2. 1.9 0.3 . - 0.2 0.0 0.0 0.6 21 0.1 - 0.2 3.5
Arizona 3.6 . 2.7 0.9 - 0.3 0.2 0.0 1.0 30 0.1 0.3 .. 5.5
Utah 6.2 3.7 2.0 - 0.9 0.5 0.1 1.6 32 0. 0.5 . 9.9
Nevada 1.k 0.9 0.5 - 0.2 0.2 0.0 0.3 7 0.0 0.1 2.2
Mountain . L2 3.0 1.0- - 0.k 0.3 0.0 1.1 27 0.2 0.3 6.4
~ Washington 26.8 17.5 T.T 2.9 k.o 3.1 0.2 7.6 278 1.2 2.8 48.6
 Oregon 12.6 8.3 3.9 0.2 1.2 1.0 0.1 3.1 172 0.5 1.0 19.7
 California 79.5 = 39.2 . 36.4 - 7.8 12.6 0.k 18.8 679 1.k 6.0 126.5
; Pacific L8.4 25.3 20.6 0.7 5.0 T.2 0.3 11.7 i3 1.1 3.8 78.1
- Total United States h5.5 29.1 12.0 6.4 L8 12,0 .- 0.3 15.0 310 1.1 3.6 88.6

8
Ratios for the District of Columbia are based on a total area of 69 square miles,
Source: Resources data from sources to Table D-5; area data from Statistical Abstract, 1952, p. 7.




Table D-2

Number of Selected Finonciel Intermediaries per 1000 Square Miles, by States and Regions, 1949
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Table D-2 {cont.) D -5

Mutual Savings Total,

Commercial savings and loan Personal Investment  Postal excl..

banks ___banks associa- trust Credit barkers . Savings cols. 1,3
Units Offices Units Offices  tions depts. unions Units Officc’ offices and -8
1 2 3 n 5 6 7 8 9 ~10 1T
Delaware 18.5 25.8 1.0 1.5 19.4 15.1 4.9 1.9 2.9 h.9 4.5
Maryland 15.5 26.4 0.9 2.4 33.7 2.8 7.6 3.3 b7 3.3 80.9
District of Columbia® 27.55 870.0 - - 406.0 159.5 1740.0 319.0 478.5 .1h.5 3668.5
Virginia 7.6 10.3 - - 1.8 2.5 2.6 0.7 0.8 1.8 19.8
West Virginia 7.4 7.4 - - 1.5 1.9 2.8 0.3 0.5 3.1 17.2
North Carolina 4.3 8.0 - - 3.3 0.9 h.2 0.k 0.9 3.0 20.3
South Carolina k.9 6.2 - - 2.3 0.5 1.0 1.1 1.4 3.2 14,6
Georgia 6.7 7.k - - 1.2 0.6 2.6 0.5 1.1 2.8 15.9
Florida 3.3 3.4 - - 0.9 0.5 3.5 0.4 1.1 2.8 12.2
South Atlantic 6.0 8.0 0.0 0.1 3.3 1.3 3.6 0.7 1.2 2.8 20.3
Kentucky 9.6 10.6 - - 3.0 2.5 2.8 0.3. 0.5- 2.4 21.8

. Tennessee 7.0 9.1 - - 0.9 1.k 3.6 0.8 1.k 1.9 ‘18.0- -
Alabama h.h 4.8 - - 0.5 0.5 1.7 0.3 0.6 1.7 9.8
Mississippi L2 5.6 - - 0.7 0.9 0.7 0.2 0.3 2.2 10.%
E. South Central 6.1 7.3 - - 1.2 1.3 2.1 0.k 0.6 2.0 1h.5
Arkansas L.h 4.8 - - 0.8 0.5 0.6 0.2 0.3 3.1 10.1
Louisiana 3.3 4.8 - - 1.6 0.9 3.6 0.8 1.0 1.3 13.2
Oklahcma, 5.5 5.5 - - 0.9 6.3 1.2 0.2 0.h 3.1 11.4
Texas 3.1 3.2 - - 0.5 0.2 1.5 0.3 0.4 1.2 7.0
W. South Central 4.1 b - - 0.7 0.h4 1.6 0.3 0.5 1.8 9.1



Table D=2 (cont.) D=5
: Mutual Savings Total,

- Commercial savings and loan Personal Investment Postal excl,

banks . banks associgw trust Credit bankers Savings cols. 1,3

Units Offices Units Offices tions depts. wunions Units Offices offices and 8

1 2 3 4 5 6. 7 §] 9 10 N

Montana 0.8 0.8 - - 0.1 0.1 0.3 0.0 0.0 0.7 2.0
Idaho 0.5 1.1 - - 0.1 0.1 0.h 0.1 0.1 1.0 2.8
Wyoming 0.5 0.5 - - 0,1 0,2 0.2 0.0 0.0 O.h 1.k
Colorado 1.k 1.k - - 9.5 0.3 1.1 0.5 0.6 1.2 5.1
New Mexico 0.4 0.5 - - 0.2 0.0 0.3 0.1 0.1 0.4 1.5
Arizona 0.1 0.5 - - 0.1 0.1 0.3 0.1 0,1 0.4 1.5
Utah 0.6 0.9 - - 0.2 0.1 0.8 0.2 0.2 0.4 2.6
Nevada 0.1 0.2 - - 0.0 0.0 0.1 0.0 0.1 0.3 .7
Mountain 0.6 0.7 - - 0.2 0.1 0.4 0.1 0.1 0.6 2.1
Washington 1.8 3.7 0.0 0.1 0.9 0.3 2.6 1.1 1.4k 2.4 1.k
Oregon 0.7 1.7 0.0 0.0 0.3 0.1 0.7 0.2 0.3 1.3 L.L
California 1.3 7.3 - - 1.1 0.3 3.5 1.0 2.1 2.1 11.9
Pacific 1.2 L.9 0.0 0.0 0.8 0.2 2.5 0.8 1.6 1.9 11.9
Total United States b7 6.2 0.2 0.2 2.0 1.0 3.3 0.9 1.k 2.4 16.5

a

Ratios for the District of Columbia are based on a total area of 69 square miles.

Source: Number from sources to Table D-13

D amauiaaend

; area data from Statistical Abstract 1952, p. 7




Table D=3

Resources of Selected Financial Intermediaries by States and Regions, 1900
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Kentucky
Tennessee
Alabama
Mississippi
E. South Central
Arkansas
Louisiana
Oklahoma
Texas
W. South Central
Montena
Idsho
Wyoming
Colorado
New Mexico
Arizona
Utan
Nevada
Mountain
Washington
Oregon
Caliiornia
Pacific

D-38

Table D=3 (cont.)

Unit-1 States, percent 100.0

Unitc i States, $ mill.

Note: For explanation of * see notes.

Percent .
“Mutual Savings and Life
Commercial savings loan insurance
banks banks associations companies
o o Estimated
—_ Deposits Total Total policy
Total Demand Time deposits assets reserve
1 2 3k 5 6
1.1 l.2 0.5 - 1. h* 2.2
0.7 0.9 0.4 - 0.5 1.1
0.4 0.5 0.3 - 0. 0.9
0.3 0.3 0.2 - O.2% 0.5
2.5 2.9 1.4 - 2.5 L7
0.2 0.3 0.2 - 0.5% 0.5
0.6 0.7 0.6 - 1.1 1.2
0.1 0.2 .1 - 1.6% 0.2
1.0 1.k 0.1 - 1.6% 1.9
1.9 2.6 1.0 - 4.8 3.8
0.4 0.4 0.3 - 0.2% 0.4
0.1 0.1 0.1 - 0,0% 0.1
0.1 0.1 0.1 - 0.2% 0.1
1.1 1.2 0.5 -~ 0.5% 0.9
0.1 0.1 0.1 - 0.0% 0.1
0.1 0.1l 0 - 0.0 0.1
0.3 0.u4 0.4 - 0.5 0.2
: 0.1 - D.2% 0.1
2.2 2.4 1.5 - 1.6 2,0
0.6 0.6 0.7 - 1.h* 0.4
0.h 0.k 0.6 - 0.h* O.h
4.3 2.8 15.9 - 3.3 2.2
5.3 3.8 17.2 - 5.1 3.0
100.0 100.0 100.0 100.0 100.0
6785 4502 962 2129 571 1420



D-9

Notes to Table D=3

Based on Federal Reserve Board estimetes. Commercial
bank figures refer to June 30, 1900 while mutual
savings bank figures refer to dates in the latter part
of 1900. '

Columns 1 to 4

.o

Derived from a compilation by Cellaxius, H. F., in
Bodfish, M., ed., History of Building and Loan In the
United States, pp. 136, 627-050. Assets for states
designated by asterisk were not shown separately. The
difference between total assets and assets of the listed
states were apportioned among the missing states according
to the distribution of assets among these in 1920, as
shovn in Table D-l4,

e

Column 5

[4p]
O
..‘

1w 6

e ot

Since no distribution of policy reserves by state is
available for 1600, the percentages shown are those for
insurance in force which, on the basis of a comparison
for 1011, is assumed to be distributed similarly to
policy resexrves. Data are derived from Spectator
Company, Insurance Yearbook 190l.

|




Table Duk D~-10

Resources of Selected Financial Intermediaries by States and Regions, 1929

(Percent)
Mutual Sgvings Life Postal
Commercial savings and loan insurance Savings Credit
banks bhanks associations  companies  System unions
Deposits Total Total Policy Total Loans
Total Demand ‘Time  deposits assets reserves deposits outstanding
1 2 3 5 6 7 ' &
Maine 0.6 0.3 1.0 1.3 0.3 0.7 0.1 0.2
New Hampshire 0.2 0.2 0.3 2.0 0.1 0.k 0.2 L.3
Vermont 0.3 0.1 0.6 1.1 0.0 0.3 0.0 -
‘Massachusetts L0 h.h 3.k 23.0 6.3 5.3 1 40.3
Rhode Island 0.7 0,5 1.0 1.9 0.3 0.9 0.3 6.0
Connecticut 1.3 1.3 1.k 7.1 0.3 2.0 0.7 0.1
New England Tl 6.8 TT 36.4 7.3 9.6 5.k 50.9
New York “25.2 31.4 1.0 50.2 k.9 21.3 18.4 36.8
‘New Jersey L.2 3.5 5.7 3.0 13.3 4.8 1.4 0.2
Pennsylvania 9.7 8.5 11.6 5.0 16.1 9.9 5.6 -
Middle Atlantic 39.1 3.4 21.3 58.2 3h.2 - 36.0 25.3 37.0
Ohio 5.2 L.h 6.8 1.2 4.8 6.4 1.9 0.0
Indiana 1.7 X.7 1.9 0.3 3.6 2.4 1.0 0.t
Illinois 8.2 8.1 7.9 5.2 8.0 4.3 1.
Michigan 4,2 3.5 5.6 - 1.9 3.3 1.k 0.8
Wisconsin 1.9 1.5 2.7 0.1 3.3 2.2 0.9 1.5
E. North Central 21.2 19.2 24,9 1.6 28.6 22.3 9.6 L1
Minnesota ' 1.8 1.k 2.3 0.8 0.k 1.9 5.4 1.5
Iowa 1.8 1.3 2.6 - 0.6 1.7 5.4 0.3
Missouri 2.5 2.5 2.0 - 2.3 3.3 3.4 1.0
North Dakota 0.3 0.3 0.4 - 0.1 0.2 1.4 -
South Dakota 0.3 0.3 0.4 - 0.1 0.3 2.9 -
Nebraska 0.9 0.9 0.8 - 1.9 0.8 0.9 0.1l
Kansas 0.9 1.2 0.5 - 1.5 0.8 2.3 0.0
W. North Central 8.5 7.9 9.1 0.8 &.9 9.0 21.7 2.9
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Table D-4 {cont.)}
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Table D4 (conk.) D12

Mutual Savings Life Postal :

Commercial savings and loan insurance  Savings Credit

banks banks associations companies System unions
Deposits Total Total Policy Total Loans

Total Demand Time  deposits assets reserves deposits outstanding
1 2 3 L 5 6 7

Washington 0.9 0.9 0.8 0.6 1.2 1.1 4,5 0.2
Oregon 0.6 0.6 0.6 - 0.3 0.6 2.5 0.1
California 7.2 4.9 10.4 - 5.5 L4 2.0 0.k
' Pacific 8.7 6. 11.8 0.6 7.0 6.1 9.0 0.7
United Stabtes, percent 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

 United States, $ mill. 149385 25183 19658 8885 8693 13373 152.77 31.346



D - 13
Notes to Table D-k

Columns 1 to & Based on Federal Reserve Board estimates., Figures refer

s

to June 30, 1929.

Column 5 : Daba gathered from official state reports and compiled
by Cellarius, H. F., shown in Bodfish, M,, ed., History of
Building and Loan in the Uhited States, pp. 136, 627-£5g.

Coluwnn 6 ¢ Unpublished data of h9 Jarge companies (accounting for
about 90 percent of total pollcy reserves of U.S. companies)
compiled by the Life Insurance Association of America.

Column 7 ¢+ Compiled from Office of Posgtmaster General, Report of
Operations of the Postal Savings System 1929 Figures
refer to June 30, 1929. '

,Co;umn 8 ¢ Monthly Labor Review, Nov. 1930, p. 2 and March 1931,

p. 121, Based on 818 reporting (out of 97k existing)
institutions. Loans outstanding were not shown for
Michigan and Missouri and were estimated (for Michigan,
on the basis of share capital and the ratio of loans
outstanding to share capital for neighboring states; and
for Missouri, on the basis of the number of borrowers in
Missouri during year, the average amount borrowed for the
country as a whole, and the ratio of total loans made
during year to loans outstanding at end of year for the
country as a whole).
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Table D«5 {cont.)

Save

State=-
local

Postal unemploy-

Save

Per-
sonal
trust

ings

Life
ine

surance=

and

Mutucl 2loan

ment
and
retire~

Management

asso- de-
parc-
ments

SaVw

ings

investment

comganies

COlii=

panies

Credit
unions

ciaw
tions

ings
banks

Total

Commercial

System

e

banks

ment

Total
de=-

shareholders posits

Wumber of _funds
Assetbs
11

Policy
reserves

Potal Total Total

de-

Total demand +time posits
2

Deposits

9 10

8

7

assets assets
6

>

assets

i

3

1

QOO rt AN B H OV OYQ Oy ) G A Q A,
HoHOOCOoMOMOOMHOHOOHHOOM

HNAOAUNS NO AU NG ONO MO\ O O MO
e e e @ ® o 8§ e ¢ e & ° & & & » s v B s o +

3%._.311227100,0.0@0011120/11103

5911189&.1291\40591258621
20&.00009010101002800002

QOVR N NN M o0 NN GO Q NG
NHACOCoBO1OoA0HOMHOAHHOOM

031615951676 30136 30|411/O‘

31300009001001011711103

cHH@Q NN A QY Q@ b
Mmoo co A 100000 ~c00®A

310318 282350\4 0814 2669&. o N

.« e o o

21200017022102012210003

f Yt t 1t 8 e « e § 4 ¥ o bt 1 3 ¥ I ¥
oo A

00. WU \O

o
h*sgh*ah*.u.2226671299|u.627h.9
21100007010101000701002

QO QN H AR H BT A YNNG Q
HANCOAANOHOHOHOH 1O H-O O

o\ O/|4 3912317{.37]141290 M0 IN\O

. ¢ o ¢« o o &

21200019010101011711003

~ o )

o o [

3% : 2

e} m -+ o

&8 9§ _gs¢ & 8

‘3 @ e © 2 m - 3 h

._mt 42 G4 .m1_l <4 4 42

o 4 (o] +«~ O O o3

@ 4 o) [ R YIR Y < @ 2 0

.m o 5] Bog &80T d €3 Py O o~ U2
HR A X O 100 @ w.K 0w g

0 L=} [l T ] = Mw O 0 w 0w .

Q Od g dad= Erd & A5 —A N3O ot [
g P Hw QG P VPP HH tmbs
Sruoywlod AyoSNSuyIdIOO0 o .m 7]
wi O O O 0 & O Jeted OO O Ot Qo )
SHaENEREM AEMPrPEREa0N0OR B =




Arkansas
Louisiana
Oklahoma
Texas
' W. Soulh Central
Montana
Idaho
Wyoming
Colorado
New Mexico
Arizona
Utah
Nevada
Mountain
Washington
Oregon
California
Pacific

Table D-5 (cont.)

United States,percent 100.0
United States,$mill. 137523

(except col. 9)

D~ 16
Sav=
ings Per- State=~
and sonal Life local
Mutual loan trust S ine Postal unemploy-
8av-  asso- de~ surance Management Sav=- ment
Commercial ings cia~ part- Credit come investment ings and
banks banks tions  ments unions panies companies System  retire-
Total ' Total ment
Deposits de~ Total Total Total Policy Number of de- funds
Total demend time posits assebs assets assets reserves shareholders posits Assets
1 2 3 L 5 6 7 - 8 9 10 11
0.5 0.7 o.g - 0.4 0 0.1 0.k 0.3 1.5 0.k
1.2 1.3 0. - 1.5 0.3 1.0 1.0 0.8 0.7 1.3
1.1 1.k 0.3 - 1.3 0.1 0.7 0.9 0.6 1.8 0.5
h.3 5.2 1.7 - 2.2 0.5 b1 1.8 1.7 3.6 2.7
T.1 8.6 3.1 - 5.4 0.9 5.9 L1 3.4 T.5 k.9
0.4 0.5 0.3 - 0.2 0. 0.2 0.3 0.1 0.8 0.3
0.3 0.2 0.3 - 0.2 0] 0.1 0.2 a.2 0.5 0.3
0.2 0.2 0.1 - 0.1 0] 0.1 0.1 0.1 0.2 0.1
0.8 0.8 0.6 0.8 0.4 1.1 0.8 1.0 1.5 0.6
0.2 0.3 0.1 0.2 ' 0.1 0.2 0.3 0.3 0.2
0.3 0.3 0.3 - 0.2 0.1 0.2 0.3 0.4 0.4 0.3
0.k 0.kt 0.5 - 0.5 0.1 0.6 0.3 0,3 0.2 0.k
0.1 0.1 0.2 - 0.0 0.1 0.0 0.1 0.1 0.1 0.1
2.7 2.9 2.4 2.4 0.7 2. 2.3 2.5 4.0 2.4
1.3 1.k 1.5 1.0 1.9 0.6 1.3 1.1 2.0 2.4 1.8
0.9 0.9 1.0 0.1 0.8 0.3 0.6 C.7T 1.8 1.5 0.9
9.2 7.1 15.9 - 8.5 5.6 8.2 6.6 11.5 6.9 8.8
1l.k 9. 8% 1.1 11.2 6.5 10.1 8.4 15.3 10.8 11.5
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
8798 36300 19293  1h59h 36162 812 45255 937551 3264 .4 10794
{ number)



Columns 1 to 3

Column b
Column 5

Column 6

Column 7

Column 8
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Column 10

Column 11
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D - 17
Notes to Tabie D-5

Based on Federgl Reserve Board estimates. Figures refer
to June 30, 1949. End-of-year data shown in Federal
Deposit Insurance Corporation, Annual Report for the Year
Ended Dec, 31, 1949, were not used because a breakdowa of
deposits by state is provided only for insured banks and
uninsured bank deposits cannot be assumed to be regionally
distributed similarly to insured banks. '

Tabulated from data in Federal Deposit Insutance Corporation,
Annual Report for the Year Ended Dec. 31, 1949, p. 4o,

Home Loan Bank Board, Trends in the Savings and Loan Field,
1950, pp. 11-15.

Data for 1947 from Stephenson, Gilbert, "Trust Business
in the United States," The Trust Bulletin, April 1948,
p. 21. Date in year to which figures refer is not indicated.

Monthly Labor Review, Nov. 1951. Covers 9737 reporting out

of 9923 existing institutions.

Unpublished data of 49 large companies (accounting for
about 90 per cent of total policy reserves of U.$. companies)
compiled by the Life Insurance Association of America.

Figure for end of 1951 from mimeographed survey of National
Association for Investment Companies, July 1, 1952.

Deposits as of June 30, 1949 from Office of Postmaster
Geﬁeral, Report of Operations of the Postal Savings System,
19 9. o .

Covers funds available to states for unemployment compensa-
tion benefits as of Dec. 31, 1949, and assets of state and
locally administered public retirement systems as of June
30, 1949. Of locally administered retirement funds, only
cities having over 250,000 inhabitants in 1940 are included
since statistics for smaller cities are not available. The
exclusion of the latter, however, probably affects the
totals negligibly. Unemployment compensation fund amounts
are Department of Labor data, shown in Statistical Abstract,
1952, p. 233; assets of state administered public employee
retirement systems were obtained from Bureau of the Census,
Compendium of State Government Finances in 1949, p. 45;

and those of city employee retirement systems from Bureau
of Ege Census, large~City Finances in 1940, September 1950,
P . _ :
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Table D=6

Resources of Selected Financial Intermediaries per 100,000 Inhabitants,
by States and Regions, 1900

Maine
New Hampshire
Vermont
Massachusetts
Rhode Island
Connecticut
New England
New York
New Jersey
Pennsylvania
Middle Atlantic
Ohio
Indiana
Iilinols
Michigan
Wisconsin i
E. North Central
Minnezota
Towsa
Misgcuri
North Dakota
South Dakota
Nebraska
Kansas
We North Central
Delaware
Maryland
District of Columbia
Virginia
West Virginia
North Carolina
South Carolins
Georgia
Florids
South Atlantic

Savings
, and
. Mutual loan Life
Commercial savings asgo- insurance
banks banks ciations companies
o Deposits Total Total Policy
Total Demand  Time deposits assets reserves
1 2 3 b 5 6

L.6 3.2 1.0 9.5 R 1.9
5.3 2.9 1.7 11,4 5 2.2
6.3 2.6 3.5 8.1 0 2.6
14,8 11.3 .1 19.1 1.0 3.6
15.1 10.6 3.9 6.7 .5 3.2
6.8 6.0 .2  20.0 L 3.0
11.0 8.2 9 16.6 7 3.1
28.2 19.5 o7 12.5 5 3.8
7.0 5.1 1.5 2.7 2.k 3.k
12,1 8.1 2.1 1.6 1.7 2.8
19.1 = 13.1 1.4 6.9 1.2 34
8.0 5.0 1.8 1.0 2.5 2.2
L.9 L.0 R 2 1.2 1.3
114 6.2 2.2 - 1.0 2.1
7.6 3.9 3.1 - R 1L
6.0 3.4 2.1 ol s2 1.4k
8.2 4.8 1.9 3 1.2 1.8
6.3 L.3 1.1 .6 .1 1.3
8.8 L,9 3.1 - .2 1.2
8.1 L7 .9 - R0 1.5
3.3 1.8 1.2 - 0 9
3.7 2.2 1.5 - o 7
7.0 4.5 9 - R 9
4.0 3.4 3 - .2 o7
6.9 L,3 1.k 1 .2 1.2
5.9 5.4 .0 2.7 5 2.2
8.0 5.6 ) - 1.3 2.3
11.0 10.3 L 20.6 1.8 3.5
2.7 2.0 M - .2 1.1
4,0 2.9 .8 0 .3 g
l.O .7 02_ - 03 o5
2.4 1.3 1.0 - .1 o7
.7 1.3 2 - o 9
2,0 1.7 .2 - .2 1.1
3.1 2.3 L .6 A 1.1



Kentucky
Tennessee
Alabama ,
Mississippi
E. South Central
Arkansas
Louisiana
Oklahoma
Texas
W. South Central
Montana
Idaho
Wyoming
Colorado
New Mexico
Axrdacra
Uteh
Navida
Mountain
Washington
Oregon
California
Pacific
Total United States

D=
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Table D=6 (cont.)

Savings
and
Mutual loan Life
Commercial savings 8880w insurance
banks banks cigtions companies
Deposits Total Total Policy
Total Demand Time deposits assets  reserves
1l 2 3 4 5 6
3.5 2.5 .2 - A 1l.h
2,4 1.9 .2 - o1 8
lnll' 102 .2 bl ol 07
1.1 9 o1 - .l A
2.2 l-IT q2 - “2 09
lkql lco .2 - 02 .5
3.0 2,2 b - ok 1.2
1.0 .9 W1 - 1,0 3
2.3 2.0 .0 - 3 9
2.0 107 .l - oll' 98
9.5 T.5 1.2 - A 2.4
3.5 2.9 b - 0 6
6.2 4,2 1.0 - 1.0 1.0
12.8 10,0 9 - »5 2.3
3.0 2.5 oD - 0 .5
- 39 3.1 0 - 0 .8
7'09 6.3— l‘l" - lol l'l
6.8 k.5 2.3 - 2.3 2.3
8.3 6‘5 .9 - 05 l.6
T.1l 5.2 1.3 - 1.4 1.1
7.1 14'07 l.l‘{' -~ Qs loll'
9.k 8.3 1.0.1 - 1.2 2.0
lll'o6 700 6.6 - 1-2 107
8.8 5.9 1.3 2.8 o7 1.8



Table DT _ D20

Resources of Selected Financial Intermediaries per 100,000 Irhabitests, by States and Regions, 1929

{$ mi1a,)
: Mutual Savings Life Postal
Commercial Savings and loan insurance  Savings Credit
banks banks associations companies  System uions
- Deposits Total Total Policy Total Loans
Total Demand Time deposits assets reserves assets outstanding
1 2 3 4 5 6 7

Maine 36.0 10.0 25.5 4.2 3.0 11.3 .01 .01
New Hampshire 23.2 8.8 13.5 37.k 2.8 12,5 .06 .29

Vermont 46.0 8.3 314 27.5 i.1 12.2 .01 -
Massachusetts L6 26.2 16.1 48,1 12,8 16.5 .15 .30
Rhode Island 48.8 19.4 28.4 2h 6 b1 17.0 .06 .27
Connecticut 38.6 20.6 16.9 39.0 1.6 16.4 07 .00
New England ho b 2.2 18.7 39.5 7.8 15,6 .10 .20
New York 98.8 62.8 22.1 35.5 3.4 22.6 .22 .09
New Jersey 51,0 21.9 28.1 6.7 28,5 15.9 .05 .00
Pennsylvania 49.8 22,2 2h.,0 4.6 14,5 13.7 .09 .00
Middle Atlantic 73.5 41,6 . 23.7 19.7 11.3 18.3 .15 Ol
Ohio 38.9 16.7 20.2 1.6 19.3 12,9 ol .00
Indiana 26,2 13,1 11.9 .8 9.6 2.8 .05 00
Illinois 52.8 26.7 20.6 - 5.9 1,1 .09 01
Michigan holt 18,0 23.0 - 3.3 9.1 Ok .01
Wisconsin 32.5 12.6 18.3 .3 9.6 9.9 .05 .02
E. North Central hi.h 19.0 19.6 .5 9.8 11.8 .06 .0l
Minnesota 35.1 k.0 7.7 2.8 1.5 10.1 .32 .02
Iowa 3.2 13.7 20.6 - 2.0 9k .33 .00
Missouri 33.3 17.6 10.7 - 545 12.0 .15 01

North Dekota 22.0 9.5 12,0 - 1.6 4.6 .32 -

South Dakota 22.2 11,1 10.2 - .7 5.6 .63 -
Nebraska 31.8 16.0 12,2 - 11.8 8.0 .10 .00
Kansas 23.5 15.9 6,2 - 7.0 6.0 .19 .00
W. North Central 31.5 15.0 13.h 5 h.5 9.2 .25 .01



‘Table D-7 (cont.) ‘ D-21

Mutugl Savings Life Postal
Commercial Savings and loan insurance Savings Credit
‘tanks banks assoclations companies System unions
Deposits Total Total Policy Total Loans
Total Demand Time deposits assels reserves assets outstanding

1 2 3 b -5 6 7 8

Delaware 8,7 31,5 16.0  10.5 5.9 14,3 <Ol -
Maryland 38.6 17,1 18,3 11.9 13,2 11.9 .01 .00
District of Columbia 54,2 30,0 20. - 14,0 17.7 .08 .00
Virginia 20.1 815 10.4' had 2.""" 6.7 .Ol .Ol
West Virginia 19.8 9.7 9.5 - 2.4 6.4 .05 .00
. North Carolina 12,0 5.6 5.l - 3.0 4.8 .02 .00
South Carolina 10,2 k.3 5.3 - 1.5 4.6 .09 .00
CGeorgia 12.0 5.5 5.2 - o2 5.7 07 .01
- Florida 23.1 11.8 9.3 - 1.5 542 5k .00
South Atlantic 19.5 9.2 8.9 1.k 3.5 6.7 09 .00

Kentucky 17.8 8.5 8.5 - 4,2 6.2 .01 .

Ten-nessee 16.7 8&"" T.a - 06 6.2 -02 .Ol
Algbama 10.0 5.2 4,3 - 1.1 k2 .01 .00

Mississippi 11,0 56 5.0 - 1.0 3.3 0L -
E. South Central 14,1 7.0 6.3 - 1.8 5.1 .01 .00
Arkansas 11.8 6.7 b1 - 2.4 3.6 el .00
Louisiana , 20.6 11.8 6.3 - 9.1 6.3 02 .00

Oklahoma ' 19.6 12,7 53 - 58 L7 23 -
 Texas 19.8 135 2 - 2.4 2.5 07 .00
W. South Central 18.7 12.0 Lo - k.2 3.7 .09 .00



Montana
Jdaho
Wyoming
Colorado
New Mexico
Arizona
Utah
Nevada
Mountain
Washington
Oregon
California
Pacific
Total, United States

Table D=7 (cont.) D =22
Mutual Savings ILife Postal
Commercial Savings and loan insurance . Savings Credit
banks banks asgocigbions  companies System unions
Deposits Total Total Policy Total Loans
Total Demand Time  deposits assets reserves asgets outstanding
1 2 3 L 5 6 7
30.7 11"-7 ll‘l‘ss - 307 7.’-" }-015 000
19.6 11.2 7.6 - 9 L7 <59 -
27.9 15.0 11,5 - L9 4.9 .84 -
29.1 15.6 11.5 - 5.2 10.0 37 01
10.4 7.1 2.8 - 1.2 3.3 36 -
21.8 12,4 8.9 - 9 5.0 .31 .00
29.1 11,2 15.C - 10.2 6.9 A2 .00
50.5 23.1  26.4 - 1.1 6.6 43 -
25.6 13.2 11.0 - 4,1 6.8 .50 .00
27.7 14,9  10.1 3.5 6.7 9.1 bk .00
29.2 1k,6 13.0 - 2.9 8.0 J0 »0L
62.5 21.8  36.h - 8.k 10.3 .05 .00
52.0 19.6 28.7 .7 Toh 9.8 <17, -«00
4o.2 20.5 16.2 7.2 7.1 10,9 .12

03



Table D=8 D« 23

Recources of Selected Financial Intermediaries per 100,000 Inmla-itants, by States and Regions, 1949
$ mill. (except col. 9) '

Savings  Per=- Manage-
and sonel ment
loan trust Life Invest=~
Mutual asso- de=- insur- ment Postal
Savings cia-~ parte~ Credit ance com=  Savings
banks ftlons ments unions panies panies Systen State~local
Commercial ' Number unemploy=
banks Tobal of ment and
Deposits dew Total Total Total Policy share- Total retirement
Total Demand Time posits assets assebts assets reserves holders deposits fund assets
1 2 3 L 5 6 7 8 9 © 10 11
Maine h9.3 25,5 22.5 25.8 4.6 7.5 2 29.8 1486 A 5.2
New Hampshire 48,0 2k, 7 21,6 51.6 8,8 6.4 b 37.3 1550 <5 5.3
Vermont 6h .6 22,6 lh1.k 22,5 L.2 7.1 0 35.2 1373 -2 4.8
Massachusetts 81.6 57.6 16,1 69.3 18.7 35.5 1.5 42,8 1279 1.0 5.5
Rhode Island 83.0 L47.8 38.6 33.3 12.6 40,9 2.3 L2.8 Ohdy .5 5.0
Connecticut 70.7 L.k 20.6 65.9 9.7 43.6 1.1 47.8 ols 1.k 9.9
New England Th.2 k8.3 20.8 58.3 13.7 32.3 1.3 42.0 1218 9 6.4
New York 202,5 11,3 27.4 Th.o 8.6 96.0 ol 5745 1052 1.3 15,2
New Jersey 91,0 4.5 42,5 11.3 12,1 24,2 Ny 50.7 797 8 13.2
Pennsylvanis, ‘ 93.0 56.0 30.3 10.1 9.1 L4 A 39.2 670 1.5 9.0
Middle Atlantic 146.6 96.5 30.8 k2.1 9.3 67.6 i 50,0 878 1.3 12,7
Ohio 85.5 47.8 33.2 3.0 24.6 24.0 .6 - 3643 485 1.9 9.6
Indiana .6 49,0 22,4 1.1 12.k 5.9 .6 27.8 300 3.5 6.4
Illinois 32,9 8l.2 35.9 - 140 274 1.1 41.9 720 5.3 7.0
Michigan 179 39.2 34,9 - 5.2 1.6 .8 26.8 L8 3.0 6.2
Wisconsin 85.0 42,3 37.8 .3 9.3 6.6 1.0 32.1 971 3.4 10.7
E. North Central 96.0 55.1 33.4 1,0 1k.2 18.8 .8 34.3 576 3.5 7.9
Minnesota 93.3 53.0 30.0 5,3 11,1 40.1 8 30.5 779 3.k 5.9
Iowa 86.0 60.0 20.7 - 6.3 2.4 ol 30,2 339 543 3.8
Missouri 100.5 65.4 17.6 - 7.6 22.2 .6 32.1 966 2.6 5.2
North Dakota 101.5 70.5 27.8 - 6.6 9 8 12,7 198 545 2.1
- 1.7 1.6 .2 17.2 199 6.2 1.7

South Dakotba 76.7 60.0 13,9



To'le D=8 {cont.) D~ 24

Savings  Perw Manage=~
and sonal _ “ment
loan  trust Life Invest=
Mutual £550= de~ insur= ment  Postal
Savings cia- part- Credit ance come Savings
banks __ tions ments unions panies panies System ~ State-local-
Commercial Number unemploy=
banks Total of ment and
Deposits de= Total Total Total Policy share- Total retirement
Total Demand Time posits assets assets assets reserves holders deposits fund assets .
1 2 3 5 6 1 8 9 10 11
Nebraska 93.2 71.1 10.8 - 8.9 3.5 .3 25.3 580 5.5 2.9
Kansas 83.k 69.k4 8.7 - 9.0 2.1 L 22.3 437 4.1 3.7
W. North Central 92.2 62.8 19.2 1.1 8.1 16,1 .6 27,9 632 k1 L.
Delaware 126.3 98.7 21.3 27.7 7.5 179.0 .3 39.3 361 5 T
Maryland _ 6.2 41.3 18.2 17.0 .1 35.1 .2 30.3 473 .3 8.k
District of Columbia 118.0 85.0 25,0 - L, 9 b1 1.7 41.6 1002 3.1 7.6
Virginia 52.6 30.3 17.9 - 4,3 13.5 .2 18.9 322 .5 3.0
West Virginia ho,1 32.8 13.9 - 2.8 5.8 .1 18.3 184 7 5.3
North Carolinra 39.8 25,3 10.1 - 7.0 5.6 .2 11.8 2ol 1.5 5.1
South Carolina 30.8 25.2 Lh - 5.4 1.k 0 10.0 222 2.7 3.k
Georgia 45,1 31.3 9.4k - 6.0 4.9 <3 15.4h 24l 1.2 3.5
Florida 63.3 45,7 12.5 - 11.4 5.3 5 16.9 719 3.4 3.3
South Atlantic 53.0 35.8 13.1 2.3 8.7 1k.1 .3 18.2 363 1.5 4.6
Kentucky 49.7 37.0 8.0 - 7.9  10.4 .3 6.1 171 1.6 4.5
Tennessee 55.4 35.5 13.7 - 4,0 5.9 R 15.2 233 1.0 3.3
Alabama 38.0 27.5 8.6 - 1.9 4,8 .3 9.4 175 1.1 2.4
Mississippi 35.1 26.4 6.5 - 1.9 6 0 7.3 76 5 2.2
E. South Cenvral U45.5 32.0 9.5 - L1 5.8 .3 12,4 172 1.1 3.2
Arkansas 39.7 31.8 5.3 - 2.9 1.0 .1 9.6 1hl 2.5 2.4
Louisiana 62,0 Lkl 10.9 - 8.1 3.7 .3 17.3 265 .8 5.1
Oklahoma 72.0 58.9 5.6 - 8.3 1.3 3 17.8 264 2.6 2.5
Texas 76.5 59.7 8.2 - 4,2 2.6 b 10.3 213 1.5 3.7
W. South Central 68.4 53.1 8.0 - 5.4 2.4 .3 12,7 221 1.7 3.6



Table D=8 (cont. ) D=~ 25

Savings  Perw Manage=
and sonal ment
loan trust Life. Invest-
Mutual asso- de- insurs ment  Postal
Savings cia~ part- Credit ance com=- Savings
, o banks tions ments unions panies panies System = State-local
Commercial Number unemploy-
banks Total of ment and

Deposits de~ Total Total Total Policy share- Total retirement

Tot Demand Time posits assets assets assets reserves holders deposits fund assets
1 2 3 3 5 6 7 8 g 10 11
Montana, 95.0 72.6 17.3 = 4.9 1.k .3 21.7 189 Lob 6.3
Idaho 71.2 52.4 17.1 - 6.1 NS 2 13.h4 332 2.8 k9
Wyoming 82.2 61.6 16,7 - 6.2 1.9 .3 18.6 313 2.8 L.5
Colorado 83.h 59.2 17.7 - 9.3 11k T 26.6 T40 3.7 4.8
New Mexico 45,6 37.0 6.3 - 4.0 i 0 10,0 373 1.k 3.4
Arizona 54,2 4.2 13,0 - b1 3.4 .1 15.3 448 1.8 L,5
Utah T7.7 k6.1 25.7 - 10.7 6.1 o7 19.2 396 +8 6.2
Nevada 96.9 59.1  36.5 - 3.1 12,4 0 17.5 512 1.9 8.8
~ Mounbain 4.0 52,8 17.2 6.8 5.2 o 18.9 1458 2.6 5.1
Washington 7.0 50.3 22.2 8.1 11.5 9.1 ) 21,6 796 3.3. 8.2
Oregon 81.8 53.7 25.1 1,1 7.6 6.9 .3 20.1 1096 3.2 6.6
California 120.2 9.3  55.1 C- 11.7 19.7 6 28.2 1018 2.1 9.0
Pacific 109.1 57.2 UW6,5 1.5 11.2 16.6 .6 26,2 990 2.k 8.6
Total United States 92.6 5.2 2k 12.8 9.7 25.4 ) 30.0 622 2.2 T.2



D - 26

Notes to Tables D-6 to D=8

Selected balance sheet items of financial intermediaries from sources
to Tables D~3, D=l and D~5 for 1900, 1929 and 1949 respectively. (For 1900
life insurance reserves are estimated by applying the percentage distribution
~of insurance in force to total policy reserves.) Population data for 1900
(averages of July 1, 1900 and July 1, 1901) are obtained from Bureau of the
Census, Vital Statistics Rates in the United States, 1900-1940, pp. 824-839;
for 1929, 1947 and 1949 from Statistical Abstract 1952, pp. 1l, lk. The
Census figure for April 1930 is applied to the 1929 data; the intercensal
estimate for July 1, 1947 is applied to personal trust depariment assets in
Table D-8; the Census figure for April 1950 is used throughout Table D-8,
except for deposits of commercial banks which, since the figures refer to
June 30, 1949, are divided by the intercensal estimates for that date.




Table D-9 D~ 27

T2zources of Selected Financial Intermediaries per $100 Million Income Payments to Individuwals, 1929

($ ni1l,)
Mutual , Savings Iife Pustal
Commercial Savings and loan insurance Savings Credit
._banks . banks assoclations companies System Unious
Deposits Total Total Policy Total - Loans
Total Demand Time deposits assets reserves deposits outstanding
1 2 3 b 5 6 - T
Maine 63.9 17.8 55.2 25.2 5.3 20,0 .02 .02
New Hampshire 35.8 13.6 20.9 57.6 4.3 19.2 .10 RS
Vermont 66.7 13.9 52.3 U58 1.9 20.k4 .02 -
Massachusetts 52,0 29.k4 18.1 53.9 1.k 18.6 .16 .33
Rhode Island 57«9 23.0 33.7 29.2 4.8 20.2 .07 .32
- Connecticut 42,6 22,7 18.6 43,0 1.7 18.0 .08 . .00
New England 51.0 25.5 22.5 47.5 9.k 18,8 S W12 .23
New York - 85.9 54.6 19.2 30.8 2.9 19.7. W19 .08
New Jersey 63.0 27.1 3,7 ‘8,2 35.3° 2 19.7 . .06 .00
 Pennsylvania 65.4 29,2 31,5 6,1 19.1 18.0 W12 .00
Middle Atlantic - T76.9 43.6 2,8 20.6 11.8 - 19,2 .15 405
‘Ohio - 52,6 22,6 27.3 2.1 26.1 17.4 .06 - .00
- Indiana L5,2 22,5 20,6 1.3 16.6 16.8 .08 Nol
Illinois 573 28.9 22,4 - 6.4 15,3 .09 Ne)i
Michigan 57.9 24,6 31.5 - k.5 12,5 . .06 .01
Wisconsin 51.7 20.0 29.1 .5 15.3 - 15.7 .08 .03
E. North Central 54.5 25.0 25.8 .7 12.9 15.5 .08 .0l
Minnesota, 62.k 2k .9 31.L 5.0 2.7 18.0 57 .03
Towa 66 .4 25,1 37.7 - 3.6 17.2 61 .01
Missouri 54,8 28.8 . 17.6 - ‘9.0 19.7 24 .01
North Dakota 56.8 24,6 31.1 - k.2 1.7 .82 -
South Dakota 53.5 26,7 2l 7 - S 1.7 13.5 1.53 -
Nebraska 573 28.9 22,0 - 21.3 b - .18 .01
Kansas L,3  30.0 ‘11,6 - 13.2 11.3 36 . .00
. W. North Central 57.3 27.3 . 2hk.k " 1.0 8.2

16.7 . .45 .0l



Table D-5 (cont.) : : D - 28

, Mutuol Savings Life - Postal

Commercial Savings and loan insurance = Bavings Credit

banks banks associations companies System ‘unions

Deposits Total © Total Policy Total Loans

Total Domand Time  deposits assets reserves deposits - outstanding
r 2 3 k4 5 6 7 8
Delaware 53.2 344 7.4 11,5 6.4 15.6 .05 -

Maryland 57.0 25.2 27.0 17.5 19.4 17.5 1.1 2.0
District of Columbia hl.h 22.9 16.0 - 10.7 13.5 .06 .00
Virginia hbo.bk  20.8 25.h - 6.0 16.4 .03 . .03
West Virginia 43.1 21.2 2.7 - 5.3 13.9 B N S .01
North Carolina . 39.2 18.4 17.6 - 9.9 15.7 .06 0l
South Carolina 0.6 17.1 21.2 - 5.9 18.3 <35 .00
Georgia 36.4 6.8  15.9 - <5 17.3 .21 .03
Florida 18.8° 24,9 19.6 - 3.2 1l.1 1.1% .01
South Atlantic L5l 21.5 20.7 3.2 8.0 15.6 .20 .01
Kentucky 48.3 22.9 22.9 - 11l.5 16.9 .02 . .01
Tennessee 48,3 2h.3 20.9 - 1.8 18.0 07 .03
Alabama © 33,0 17.2 4.3 - - 3.7 13.7 Nollk L01
Mississippi 40.8 20.6 18.56 - 3.7 12,3 .02 -
E. South Central 43,2 21.5 19.5 - 5.5 15.6 L0l .01
Arkansas 38.8 22,2 13.5 - 7.8 11..9 CW12 .00
Louisiana 50.2 28.7 15.3 - 22,2 15.4 Nol .01
Oklahoma k3.6  28.3 11.7 - 13.0 0.k .52 -
Texas 43,1 29.5 9.1 - 5.1 5.4 .16 .00
W. South Central 43.9 28.3 11.2 - 9.9 8.8 .21 .00



Table D=9 {cont.) D-29

Mitnal Savings Life Postal
Commercial Savings and loan insurance Savings Credit
banks _banks associations  companies System unions
— Deposits Total Total Policy Total Loans
Total Demand Time deposits assets reserves deposits outstanding
1 2 3 L > T
Montana 50.8 2k .3 2k,0 - 6.2 12,3 1.90 .00
Idaho 37.8 21,7  14.8 - 1.7 2.1 1.13 -
Wyoming : 40,9 22,1 16.9 - 7.1 T.1 1.23 -
Colorado - k7.6 25.6 18.8 - 8.5 16,4 61 .0l
New Mexico 27.3 18.6 7.5 - 3.1 8.7 .96 -
Arizona 38.8 22.0 15.9 - 1.6 9.0 .56 .00
Utah 5k, 21,0 27.9 - 10.1 12.9 «23 .01
Nevada 62.2 28.4 32,4 - 1.4 8.1 .53 - -
Mountain 45.3 23.3 19.5 - 7.2 12,1 .88 01
Washington 39.2 21,1 14.3 L.9 9.5 12.9 .62 01
Oregon 46.3 23.1 20,6 - 4.6 12.6 .63 .01
California 68.0 23.7 39.6 - 9.1 11.3 .60 .00
Pacific 61.5 23.2 33.9 .8 8.8 11.6 20 .00
Total United States 59.8 30.5 2k, 0 10.8 10.5 16,2 .18 Ol



Table D-10 D - 30

Resources of Selected Financial Intermediaries per $100 Million Income Payments to Individuals, g Lo7Te}
$ mill. {except col. 9)

Savings  Perw Manage=
and sonal Life ment
loan  trust insur~ Investe
Mutual asso- de= ance - ment Postal
Savings cia= part- Credit ccme com~ Savings
- banks tions ments unions panies panies System Statew~local
- Commercial Number "~ unemploy=
banks : Total of ment angd -
Deposits dew Total Total Total Policy share-= Total retirement
Total Demand Time pcsits assets assets assets reserves holders deposits fund assets
1 2 3 4 5 6 7 8 9 10 11

Maine 43,3 22,k 19.7 22.9 b1 6.5 .2 26.4 1319 Ny 4.7
New Hampshire 40.5 20,8 18.2 Ll L 7.6 5.4 .5 32,1 1332 .5 k.5
Vermont 58.1 20.3 37.3 20,8 3.9 6.2 32.6 1272 .2 bb
Massachusetts 56 1 39.8 1.1 h7.1 12,7 25.3 1.0 29.1 869 6 4.8
Rhode Island 63.3 3k,0 27.4 23.7 9.0 29,0 1.6 30.5 672 3 3.6
Connecticut Ly,2 29.6 12.9 41,2 6.1 27.1 i 29.9 501 .9 6.2
New England 52.3 34.0  14.7 k1.0 9.6 23.0 o9 29.5 854 .6 4,5
New York 114.2 79.7 15.4 k2.5 4,9 55,0 .2 32.6 596 7 8.6
New Jersey 61,9 31.7 28.9 7.8 8.3 16.6 3 34.8 550 ) 9.1
Pennsylvania 67.4 4o,6 22,0 T4 6.6 34k.6 3 28.6 MeTel 1.1 6.6
Middle Atlantic 92.3 60.8 19.4 26,7 5.9  U43.2 o3 31.7 557 .8 8.1
Ohio 60.2 33.7 23.h 2.1 17.2 17.3 oA 25.4 339 1.4 6.7
-Indiana 56.7 37.2 17.0 .8 9.5 4.6 .5 21.3 230 2.7 4.9
" Illinois 81.5 49.8 22,0 - 8.7 17.1 .7 26,0 W6 32,6 4.h
Michigan 54,5 27.k  2h,2 ‘- 3.7 10.3 5 19.1 319 2.1 L. b
Wisconsin 63.3 .31.4  28.1 3 7.2 5.0 .8 e Thé 2.6 8.2
E. North Central 65.8 37.8 22,9 .7 9.8 13.1 .6 23.7 398 2.k 5.4



Table D-10 (cont.) D~ 31

Savings Pere Manage~

and sonal Life ment
loan  trust insur- Invest-
Mutual asso-  de= ance - ment Postal
Savings ~ cia= parte Credit come- com= Savings
) banks tions ments unions ©panies pgnies System State~local

" Commercial Number . unemploy=

baunks Total : : of SRR ment and

Deposits de- . Total Total Total Policy share« Total retirement

Total Demand Time  posits assets assets assets reserves holders deposits fund assets

1 2 3 I3 5 6 7 8 9 10 11
Minnesota %9 ho,5 2h,1 4,3 9.1 32.7 o7 25.0 639 2.8 4.9
Iova 66.5 L6k 16.0 - 5.0 2,0 .3 2k,0 269 L2 3.0
Missouri 77.8 50.7 13.6 - 5.9 18.L 5 25,2 758 2.1 4.0
North Dakota 85.5 59.4 23.4 - 5.9 6 LT 11k 177 4.9 1.9
South Dekota 65.3 51.1 11.8 - 1.5 1.2 d 15.k 179 5.6 1.5
Nebraska 72.1  55.0 8.4 - 7.1 2.8 2 20.2 463 b.hg 2.3
Kansas 680}4' 56.9 ’ 702 - 705 ’ 105 ) v)-l- 18.7 366 3."" ; 3‘1
. W. North Central 73.0  kh9.7 15.2 .9 6.5 12,8 ) 22.6 513 3.3 3.5
Delaware 75.2 58.8 12,7 16.h4 4.5 118.3 2 23.3 214 3 2.6
Maryland 48.9 31.5 13.8 13.0 10.7 28.5 o2 23.h 361 2. 6.k
District of Columbia 52,4 37.7 11.1 - 19.0 23.3 7 17.7 425 1.3 3.2
Virginia 53.7 31.0 18.3 - L5 k.5 .2 19.4 331 5 - 3.1
West Virginia 49.0 32,7 13.9 - 2.9 5.8 o2 18.9 190 N 545
North Carolina 6.7 29.7 1.8 = 8.5 6.5 .2 14,3 27 1.8 6.2
South Carolina 39.0 31.8 5.6 - T.2 1.8 .1 13.4 206 3.6 L.5
Georgia 5L.7 35.9 10.8 = - 7.0 5.8 o 18.1 287 1.k 4.1
Florida 57.3 41,3 11k - 10,7 5.1 L 15.8 673 3.1 3.1
South Atlantic 51,1 34k 12,6 2.3 8.5 1.1 3 18.0 357 1.5 k.5
Kentucky 57.3 ha.7 9.2 ' 9.k 12.7 3 19.2 203 1.9 5.4
Tennessee 63.7 L40.8 15.7 - 4.7 6.9 A i7.6 270 1,2 3.8
~ Alabama 49.5 35.8 11.2 - 2.5 6.2 o 12,5 232 1.5 3.2
| Mississippi 54,8 L41.2 10.1 - 3.2 9 .1 11.9 124 .8 3.5
: E. South Central  57.0 L40.1 11.9 = 5.2 7.3 .3 15.9 220 e ~ha



Arkansas
Louisiana
Oklahoma
Texas

W. South Central
Montana
Idaho
Wyoming
Colorado
New Mexico
Arizona
Utah
Nevada

Mountain
Washington
Oregon
California

Pacific

Total United States

" Commercial
banks
Deposits
Total Demand Time
1 2 3
50,0 40,0 6.7
61.6 43,7 109
66,9 54,7 5.3
63 '7 l|'907 608
62.5 48,5 T+3
69.9 53.4 12,7
57.7 L2.6 13.9
55.6 41,7 11,3
6l.b 43,5 13,0
ho b 34,5 5¢9
hbo,b 36.6 118
64,8 384 21,4
579 35.3 21.8
58.2 41,6 13.5
52,3 34,1 15,1
58.9 38.6 18,1
75.0 37.0 3.k
69.9 367 29.8
69.9 hh,7 18.4

Table D=10 {cont.) D =32
Savings  Tcore Menagee
and sonal Life nent
loan trust ingure Investe
Mutual 8880w dew - ance ment Postal
Savings cig= parte Credit come- COxim Savings
benks tions ments unions panies paniecs  System - Statewlocal
Bunber unemploys
Total of ment and
dew Total Total Total Policy share« Total retirement
posits assets assets assets reserves holders deposits fund assets
L 5 6 T 8 9 10 11
- 3.8 1.3 ol 12,6 188 3.3 3.2
" 8.2 h'a'3 03 1705 268 .8 5‘2
- 8.1 1.3 o3 17.4 258 2.5 245
- 345 2.3 ol 8.6 178 1.3 3.1
b 5.0 2."!' 03 1108 206 l.6 30’4-
= 3.8 9 3 16.8 147 3 1.8
- 5.1 i ol 11.2 278 2.3 b1
- Loh 1.3 2 13.2 e23 - 2.0 3.2
L] 7.2 8."!‘ .5 20-8 577 2.9 3.8
- 4.0 o7 0 10,0 374 1.k 3.4
- 3.7 3.2 ol 13.8 Lo2 1.6 L1
- 9.1 5.3 06 1603 336 .7 5 03
- 1.9 T.5 o 10.5 308 1.1 543
- 5.6 41 3 15.5 377 2,1 4.2
5.6 7.8 6.3 3 k.7 542 2.3 Jed
8 5.6 5.1 2 1.7 803 2.h 4,9
- Tkt 12,5 ol 17.7 6L 1.3 5.6
9 Te3 10.8 oA 17.0 6ho 1.6 5.6
9.8 Tok 19.5 obt 2340 k76 1.7 55



D =33

Notes to Tables D=9 and DelO

Balance sheet items of financial intermediaries from scurces to
Appendix Fables Dek and D=5 for 1929 and 1949 respectively., Income
payments = no gtatistics are available prior to 1920 «= are obtained

from Survey of Current Business, August 1952, p. 16. {(Income payments for
1947 are applied to persopal trust department assets.)




D - 3k

Table Dwll
Number of Selected Financial Intermediaries by States and Regions, 1900
(percent)
Mutual Savings

Commerceial Bankg  Savings and Loan
Unite Offices Banks Assoclations

1 2 3 L
Maine 0.8 0.9 8.1 0,6
New Hampshire 0.6 0.6 6.9 0.3
Veraont 05 0.5 3.5 ‘v
Maseachusetts 2.3 2.3 29.7 2.4
Ricd» Island 005 005 I+Q6 .e
Corm~zeticut 008 0 08 14 2 0.3
New England 5.5 5.6 67,0 os
New York 6‘3 6.3 20014’ 565
New Jersey 1.3 1k 4,0 6.1
Peonsylvania 6.2 6.1 1.9 20.8
Middle Atlantic 13.8 13.8 26.3 32,4
Indiana 3.9 3-9 608 706
Illinois 8.0 T9 - 10.7
Michigan L2 L2 - 1.2
Wisconsin 2.8 2.8 0.2 0.9
Ee North Central 2)4- .7 215' .6 1 .6 32‘! ‘36
Minnesota . )'l'.l )‘l'ol le6 006
Tovwa 9 2 9 L - 1 05
Missouri 545 5el = 3.2
North Dakota 1.2 1,2 - 0.1
Sou‘bh Dekota 1 .7 1 .6 - "
Nebraska 4,2 L1 ‘- 1.1
Kansas 3.9 3.9 ‘- 0.7
Wo North Central 29 &8 20 R 1.6 oe
Delaware 0.2 0.2 0.3 <e
Maryland 1.0 1.0 2.9 .s
District of Columbia 0.2 0.2 - .
Virginia 1.3 1.k - ae
West Virginia 1.0 1,0 0.2 o
North Carolina 1,0 l‘oo. - ‘.o
South Carolina l.1 1.1 - e
Gecroia 1.8 1.8 = oo
Florida 0.3 0.3 L ‘o’
South Atlantic 749 8.0 3.3 'Y
KentUCky 245 2 .6 Lo se
Tennessee 1.5 1.5 - Oelt
Alzbema 0.9 0.9 - P
Mississippi 0.9 1.0 - .o
E. South Central 5.8 6.0 - oo



Arkansas
Louisiana
Oklahoma
Texas
‘We South Central
Montana
Idaho
Wyoming
Colorado
New Mexico
Arizona
Utah
Nevada
Mountain
Washington
Oregon
California
Pacific
United States, percent
United States, number

D« 35

Table Dell (cont,)

Camercial Banks

Units
1

L ]
*®
L]
[ ]
]
L
-
L4

0
6
3
3
2
b
3
3
.0
.1
.2
3
1
o7
9
b

3

8

0

'—l
8wl\)OOl\)OOOOl—'OOOO\wl—'OH

.
-

12389

Offices
2

s @ » 3 ¢ ¢ °

.

l\)OOl\)‘OSDOOEDOOOO\wl—'OH
s O LIR.d
WAOY~IFWPOPHFOWEFEFEFRWMPD RO

-

3.8

Mutual
Savings
Banks
3

(N TN TOE RO SO S O N

O TN N RO OE RO N TN

100,0

Savings
and Loan
Associations

0.6

L]
LN ]
L X}
L X ]
LA J
.0
L X J
e
LR ]
e
[ X ]
[ X 4

2.8
106:0
5356



Column 1

Column 2

Column §

Colum 4

-8

(13

D« 3%

' Notes to Table Dall

Federal Reserve Board estimates for June 1900,

Camnercial bank units plus branches fram Banking and Monetary
Statistics, p. 208, Branch figures refer %o different dates
in the year,

Same as for col. 2.

Derived from a compilation by Cellarius, Hs F., shown in
Bodfish, M., ed., History of Building and Loan in the United
States, pp. 136, -6?5{ e stateeby-stafe figures shown
v Ce us add to 81.6 percent of the 5336 United States
associations reported by him,.




Table D-12 SR D =37

Number of Selected Financial Intermediaries by States and Regions » 1920

{percent)
Cormercisl Mutual Savings Investment Postal
hanks Savings and Loan Credid bankers Savings
Units Offices Banks Associations Unions Units Offices Offices
1l 2 3 i 5. 6 T 8.
Maine 0.k 0.6 505 0.3 0.2 0.8 1.0 1.8
New Hompshire 0.3 0.3 649 0.2 0:3 0.2 0.3 Lb
Vermont 0.3 0.3 3.2 0.1 - 0.0 0.1 1,0
Massachusetts 1.0 1.4k 32,8 1.8 3947 8.7 T7 . 4,0
Rhode Island 0.1 0.2 1.5 0.l 1.3 045 0.9 0.6
Connecticut 0.8, 007 12.5 Onl'l' O.l 106 2@6 2.1
New England 2.9 3.5 620 2.9 32.6 11.9 12,6 10.7
New York b, 6.0 25.1 245 12,8 329 26,7 TO
New Jersey 242 2.2 4.5 12.7 1.1 049 1.9 2.8
Pennsylvania 6.t 6.2 1.3 31.6 0.2 546 7.3 745
Middle Atlentic  12.7 AR 30.9 46,8 b1 39.3 3549 17
Ohio L1 L6 045 6.6 0,3 2.7 3.3 5.1
Indians 3.9 3.5 08 3.3 3.3 1.2 1.1 3.6
Illinois 7.2 6.3 = 75 h,2 T11.k 9.1 4.9
MiChigan 3.&- LI-.S - 006 » 300 : 2.6 : 3.3 307 ‘
Wisconsin 3.8 3k 1.0 1.5 1.k 0.8 1.5 2.8°
E. North Central 22.4 22.3 2.3 19.5 12,2 . 18.7 18.4 20.2
Minnesota h.3 3.8 08 0.6 bbb 1.8 2.5 3.1
Iowa 596 ll'.9 % ’ 066 307 ll3 105 205
Missouri 543 4,7 = 1.9 Ll 3.8 4.3 246
North Dskota 1.7 1.5 . - 0.2 - 0.1 0.l 1.3
South Dakota 1.6 1.k - 0.2 ' - - 0.0 0.9
NebraSka 3.5 3.1 L 007 007 001+ ' 006 2.0 ‘
Kansas )‘l'.3 3.8 - l.3 ’ 1.0 005 009 3:2
W. North Central 26,3 23.2 0.8 545 1,2 7.8 10,0 15.5
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 Table D-12 (cont.)

Pestal
Savings
Offices

Investrment;
bankers
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o
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O
o
[0}
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,m_L
=g
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[}
38
5%
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8
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Unions
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3
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1
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Montana
Idaho
Wyoming
Colorada
New Mexico
Arizona
Utah
Hevada
Mountain
Washington
Oregon
California
Pacific
United States, percent
United States, nuwiber

Commercial
banks
Units Oifices
1 2
0,8 0.7
005 005
0.3 0.3
1.1 1,0
0.2 0.2
0,2 0.2
0.4 Ok
0.1 0.1
3.6 3.k
1.k 1.2
0.9 0.8
1.8 4,6
1"01 6'6
100.0 100.0
24985 28433

Tablz D-12 (cont.)

Mutaol Savings
Savings and Loan
Banks Associations
3 I
- O.2
- 0.1
- O.l
- 0.6
- 0.2
- O.l
- 0.2
- 0.0
- 1.5
0.8 0.6
- 003
- la8
0.8 2.7
100,0 100.0
508 12345

Credit
Unions

>
0.1

D -39

Investment Postal

bankers Savings

Units Offices Offices

6 T 8

0.1l 0.1l 1.3
0.2 0.2 1.2
- 0.0 006
2.2 1.6 1.8
- 0,0 0.8
0.1 0.1 0.6
0.5 0.3 O.h
0.0 0.0 0.k
3.1 2. Te2
1.3 1.k 2
0.3 0'6 l.?
T3 8ok 443
9.0 10.5 8.4
100.0 100,0 100.0
2702 4679 5902



Column 1

e

Column 2

Column 3

Column 4

(1)

Colwvm 5

D-= %0

Notes to Table D12

Federal Reserve Board esﬁimates for June 30, 1929.

Commercial bank units as of June 30, 1929 plus branches as of
December 31, 1929 from Federal Reserve Bulletin, April 1930,

Pp. 152=3, as branch figures as of June 30, 1929 are not avallable.
Branch figures in the Federal Reserve Bulletin include 99 mutual
savings bank branches which, however, were not broken down by

state and were allocated to them on the basis of the distribution
of 124 mutual savings bank branches existing on Dec. 31, 1935
(Banking and Monetary Statistics, p. 311), the first date for
which regional figures on mutual savings bank branches are availe
able, allowing for the fact that no branches existed in Connecticut

-and New Hampshire in 1929,

Federal Reserve Board estimates for June 30, 1929.

Data from official state reports compiled by Cellarius, H. F.,
shown in Bodfish, M., ed., History of Bullding and Loan in the
United States, pp. 136, 627-656.

Monthly Labor Review, Nove. 1930, p. 2.

Columns 6
and 7

Column 8

Tabulated from Investment Bankers and Brokers of America,
(Babize, A. C., Cnicago). oee Appendix E for a discussion of
method of compilation.

Compiled from Office of Postmaster General, Report of Operatlons
of the Postal Savings System, 1929, Figures refer to June 30,
1520, : .
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Table D-13 {cont.)

Persorial

- Savings

trust Postal
Credit depayrte- Investment bankers Savings

and loan
ciations Unions

v

Offices

offices
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9

Units
8

85S0e=

Commercial banks Mutual savings banks
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Colums 1 to L4 -

~Column 5
Column 6

Column 7

" Columns 8 and 9

Column 10

(1]
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Notes to Table D=13

Tabulated from data in Federal Reserve Bulletin,
May 1950, pp. 6001,

Home Loan Bank Board, Trends in the Savings and Loan Field
1950, ppe 1l=15.

Department of Labor, Bureau of Labor Statistics data,.
shown in Statistical Avstract, 1951, p. 417,

Data for 1947 from Stephenson, Gilbert, "Trust Business
in the United States," The Trust Bulletin, April 1948,
DPe 2l. Data in year to which figures refer is not
indicated.

Tabulated from Security Dealers of North America (Selbert,
D., New York). See Appendix E for method of compilation.

Offices existing June 30, 1949 from Office of Postmaster
General, Report of Operations of the Postal Savings System,

19,
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Table D-lh

Number of Selected Financial Intermedlarles per 100,000 Inhabitants,
by States and Regions, 1900

‘ Mutual Savings
Cormercial banks Savings and loan
Units Offices banks associations
1 2 3 L
Maine - 4.2 15.5 T3 L7
- New Hampshire 17.7 18.0 10,4 349
Vermont 19,4 19.4 6.4 .o
Massachusetts 10,1 10.1 6.7 4.5
Rhode Island 14,0 15.1 6.7 .o
Connecticut 1.4 11k 9.7 1.7
New England 12.3 12.5 Te5 ve
New York 10,6 10.7 1.7 4,0
New Jersey 8.7 9.3 1.3 17.3
Penr.cvlvania 12.0 12.0 2 1745
. ¥iddle Atlantic 10.9 11.1 1.1 Cll.l
~ “Onio 17.1 17.3 el 18,2
- Indiana 19,1 19,1 W2 16.1
T1linois - 20.3 20.3 - 11.7
Michigan 214 21.7 - 2.7
Wisccosin : 16.7 16.8 .. &0 . 2.3
E. North Central 19,0 10.1 ol . 11,5
Minnesota - 28.6 28.6 b - 1.9
Towa 51.1 51,1 s . 3,5
Missouri _ 21.7 21.7 - . 546
North Dakota 45.8 45,8 « . 1.8
South Dakota, 50,0 50,0 e .o
Nebraska 48,1 48,2 - . 5.6
Kansas : 32.9 32.9 - ol
We North Central 35.4 35.4 5 . we
Delaware 12,4 14,0 1.1  ee
Maryland 10.3 10.3 1.5 Cee
District of Columbia CTel Tel - oe
Virginia 8.5 S.1l - u .o
West Virginia . 13.0 13.0 ol e
North Carolina - 6.2 6.2 - .o
South Carolina . 10.1 10,2 - .e
Georgia 9.9 10.3 - .o
Florida . Tel 800 - '
South Atlantic G2 o4 2 .o
Kentucky .14 ,6 14.8 - .o
onnessee 9,0 9.1 - 1.1
Alabuas, 5 .7 6 0 - X
Miscissippl , Te2 7.8 - .
E. South Central 9.4 9.7 - .



D = Ut

Table Dell (cont.)

. Mutual Savings
Cormercial banks Savings and loan
Units Offices banks associations
1 2 3 L
Arkansas 9.4 9. - .o
Louisiana 5.6 546 - 2.3
Oklahom l8.l 18 .l - LN ] N
Texas 13.3 13.3 il ee
W. South Cen'bral 1105 llos - (X 3 o
Montana ' 20-2 20.2 - - .; '
Idaho 23.5 27.1 - .o
Wyaning 3)4-.)4- 3“-.!4' - es
Colorado 21,0 21.0 - o
New_ Mexico 7.0 7.0 - ee
Arizona 16.14' 18.8 . os
Utah 13.9 13.9 - e
Nevada 22.7 22.:7 - '
ountain 18.8 19.3 S .e
Washington 19.3 - 19.3 - se
Oregon 184 8.k “ e
California 18,9 18.9 - - 9.7
Pacific 18,9 - 18.9 - o
Total United States 16.1 16.3 8 T.0

(Notes follew Tabls D-15)



Table D=15

D =46

Number of Selected Financial Intermcdiasries per 100,000 Inhebitants, by States and Regions, 1929 '

Maine
New Hampshire
Vermont
Massachusetts
Rhode Island
Connecticut
New England
New York
New Jersey
Penngsylvania
Middle Atlantic
Ohio
Indiana
Illinois
Michigan
Wisconsin
&, North Central
Minnesota
Iowa
Missouri
North Dakota
South Dakota
Nebraska
Kansas
W. North Central

Commercial banks

Mutual Savings banks

Units Offices Units Offices
1 2 3 L
12,7 20.3 h,1 L,5
17.6 17.6 8.8 6.2
23.6 25.6 5.3 3.9
6.2 9.3 L.6 5.3
3.5 8.3 1.3 1.2
12,1 12,1 b7 2.7
9,2 12,0 4,6 TR
8.1 13.5 1.2 2.5
13.3 15.8 o7 38.7
16.5 18.3 el 40,5
12,0 15.6 ¢ 22,0
154 19.5 <0 12,2
30.3 30.6 o2 12,k
23.6 23.6 - 12,1
17.6 266 - 1.k
32,6 32.9 o2 6.4
22'2 2501 Ol 905
,'l'lc6 l"lo8 02 301
56 4 564 - 3.0
36.5 36.5 had 6.5
63.7 63.7 - 2.9
57.1 5T.1 - 3.3
63.3 63;"" - 6&0
57.2 57.2 - 8.2
Lok Lol 0 5.0

Savings
and loan
associations

5

3
6
7.0
1.9
ol
3.9
1.0
«3
0
.
»0
1.0 -
3
o6
o3
%)
1.7
1,5

Investment bankers

“Unite  Oifices

‘ M
2.6 6.1
1.3 2.8
o3 1.4
5.5 8.4
2,0 5.8
2.7 TeT
349 T.2
Tel 9.9
b 2.2
1.6 345
L0 6.
lcl 203‘
1,0 1.6
k,0 5.6
1.t 3.2
o7 2
2,0 3.k
1.9 4,5
1.k 2.8
2.8 5.6
R 6
9 a.i
) 07 2-.5
1.6 3¢5

Postal
Savings
offéces

13.3
17.2
15.8

. L] * & 9
0 OV W =10 \n

OO N VNN OUNDC

s & e & 9

L4



Table D=15 (cont.) D - 47

Savings ‘ Postal

Commercial banks Mutual Savings banks and loan Investment bankers Savings

Units Offices Units Offices associations Uhits Offices offices

1 2 3 4 5 6 T 8

Delaware 19.3 L 8 18.5 - R 2,1 549
Maryla.né‘. 1308 . 2006 09 73'5 ) 3'6 501 107
District of Columbia 8.k 13.3 - 4.9 02 3.9 10.3 2
Virginia 2.1 22,6 - 3.8 1,2 o7 9 2.9
West Virginia 1719 17.9 - 3.6 .S .6 102 l'l'.l
North Carolina 4.9 17.3 - Te5 1.5 R 6 1.9
South Carolina 12,8 16,1 - 8.7 3 b e 2.0
Georgia 1502 16.5 - 1.2 103 06 1.2 2.5
Florida 174 17.k - 4,7 ol «5 1.1 6.5
South Atlantic 15,8 18,3 ol 12,1 5 1,0 1,7 2.8
Kentucky 21,8 22,9 - 6.0 oAt o7 1.3 2.7
Tennessce 1807 21.3 - 105 06 -6 1.1 2.0
Alabama 13.2 13.9 - 1.5 1.5 o3 «8 2.0
Mississippi 15,8 17.0 - 2.1 - o1 «3 2.8
E. South Central 17.5 18.9 - 2.8 .6 .5. .9 2.5
Arkansas 22.7 22,8 - 3.8 2 ol o7 4,7
Louisiana 10.8 15.8 - 5.0 3 «9 1e3 2.k
Oklahoma 27.2 27.2 - 3.8 sl 5 09 606
Te}{as . 2""03 21'}'3 - 3.0 |2 06 l.l 3.9
W, South Central 22.3 23.2 - 3.6 .2 6 1.0 k.3



Table Del5 (éont.) ... D =k8

. Savings _ Postal
Conmercial banks Mutual Sevings banks and loan Investment bankers Savings
Thits — Offices  Units Offices  associaticns ~ Units  Offices  offices
1 2 3 L 5 6 7 8

. Montana 36 08 36.8 - 500 2 06 09 l)'l'os
Idaho 30.8 30.8 - 3.1 - 1.3 1,8 16.2
Wyoming - 38. 5 38.5 - 5 08 - ] L) ol" = 160""
Colorado 2609 26‘9 -~ 6.7 . W2 ‘ 507 704 10.1
New Me}:ico 13 07 13 07 - 2“.5 - - ) C2 1006
Arizona 10.8 15,8 - 1,8 o5 5 1.1 8.7
Utah 20,7 20,7 - L7 1,0 2.6 3.0 L5
Nevadéa 38;5 3805 - l"c"" - lol lol 27.5
Mountain 25.6 26,1 - 4.8 o3 2.3 34l 1.4
Washington 21.7 22,0 3 L7 ol 2.2 4,3 9.1
Oregon 2h .6 2k, 7 - bl 3 T W9 3.0 10.6
California 7-9 23 ol - 3.9 o3 3957 700 l'-.s
Pacific 12.h 2381 el b 3 " 3.0 6.0 641
Total United States 204 23.2 5 10,1 8 2427 ‘ 3._8 4.8

(Notes follow Table D-18)



Table De1l6 D«Ui9

Number of Selected Financial Intermediaries per 100,000 Inhabitants, by States and Regions, 1949

Psraczal :
Savings trust Pogtal
Commercial banks Mutual srvings banks and loan departe Credit Investment bankers Savings
Units Offices Uaics Offices associations ments unions Uuitls Offices offices
1l 2 3 4 5 6 T 8 9 10

Maine 7.0 lh'q'? 3.2 3.7 308 5.5 ’-l-.9 3.2 5.1 . 809
New Hampshire , 14,3 4.6 6o 646 5.1 6.8 2.1t 1.9 3.6 8,8
Vermont 18,5 21.4 1,9 h,2 2.6 13.8 7.9 o3 1.1 6.3
Massachusetts ' 349 Te5 4,1 540 bJb 2.3 11.5 3.9 5.4 . 3.2
Rhode Island 201" 9.2 1.1 1.9 1.1 1.7 6.1 2.7 1}08 109
Connecticut 5.8 706 306 3.7 2.l'|' l‘l'.6 13.7 108 11-.0 309

New England 57T 9.4 3.7 Lh 3.6 3.8 10.2 3.0 .7 . 4.3
New York l”o3 9ol'|' 39 105 106 2.1 5.3 508 ] 7.2 109
New Jersey 609 10,0 .5 06 10.2 ,4'.7 5.6 1.6 2.6 3.1
Pennsylvania 9.3 11,0 <l 2 8.6 342 642 1.8 3.1 3.7

Middle Atlantic 6.5 10,1 5 «9 5.4 341 5.7 N % S 5.0 2.7
Chio 8:3 11,0 0 Ke) 707 1,0 800 : 107 2.3 3.6
Indiana C 12,4 14,9 ol . ol 59 5.7 8.3. 1.3 1.4 6.0
Illinois 10,2 10 n3 - - 6 07 106 10. 2 1.8 2 .7 Ll'.3
Michigan 740 0.5 = - 1.1 6 5el o9 1.6 k.6
Wisconsin 16,1 20.5 ol - 4,5 1.9 15,6 1.5 242 64l

E, North Central 10.0 12.3 .0 .0 5.4 1.8 - 8.9 1.5 2,2 4,6
‘Minnesota 22,9 - 23.1 0 0 2.4 9 11.3 1.5 2,5 8.9
Iova 25.3 31.6 - - 3.4 6.7 7.8 1.0 1.5 9.7
Missouri 15 ol 15 ol - - 3 09 108 9 09 2.0 206 5 07
North Dekota ok, 2 27,7 - - 2,6 N 1k.5 S 6 2l o7
South Dakota 25.9 - 33.2 - - 1.8 Lokt 545 5 W5 18.5
Nebraska 31.3 31.4 - - b 1.5 645 2,0 3.2 16.4
Kansas 32.0 - 32.0 - ) - 5.14' 108 7.9 1.6 2.3 11.1

W, North Central 23 oh 25.1 0 ) e | 306 2024' 9.1 1,5 2.2 10 03



Table D-16 (cont,) . D « 50

Personal

Savings trust Postal

Commercisl banks Mutual savings banks and loan departe= Credit Invest:ent bankers Savings

Units Offices Units ifices associations ments unions Units Offlces  offices
1l 2 3 4 5 6 T 8. 9 10
Delavare 11.9 16,7 6 9 12,6 10,0 3.1 1.3 1.9 3.1
Maryland : T.0 11.9 ol 1.1 15,2 1.3 b 1.5 2.1 1.5
District of Columbia 2.4 Te5 - - 3.5 1.2 15,0 2.7 ka ol
Virginia 9.4 12,7 - - 2.2 3.2 3.3 9 1,0 2,2
West Vir{;ﬂnia 2.0 9.0 - - 1.8 29_’4‘ 303 3 5 3.7
North Carolina 5.6 lO.’+ - - ,4'.3 1.3 5.5 q6 1.2 309
South Carolina Tedl 9,1 - - 3.4 3 1.4 1.6 2,0 .7
Geox‘g‘i& ll.s 12.6 - L4 2.1 l.l l".’"‘ .8 1'5 ,'".l"
Florids T.0 Tel - - 2.0 1.2 Te3 9 2.3. 6.0
South Atlantic 7.9 1006 oL .1 1}03 107 "l'o7 1.0 106 306
KentU.Cky 1301 l’"‘cs - -~ ,4'-1 307 309 05 07 303
Tennessee 900 11‘6 - - 1,2 109 }4'.6 1.0 l.,-" 2.”;
Alabams, T.3 8.1 - - 9 8 2.8 «5 1,0 2.9
MiSSiSS‘ipPi 903 12.2 - - 1.5 2.2 ]..6 ."l' .7 h‘ng
Eo SOU.‘th Central 9.7 1105 - - l|9 2'1 3.’4‘ .6 l.O 3-2
Arkansas 12,1 13.2 - - 2.1 1.3 1.7 6 o7 8.5
Louisiana 6.0 8.7 - - 2.8 1.7 6ot 1.4 1.8 2.4
Oklahoms 17.3 17.3 - - 2.7 1,0 3.6 3 1.1 9,8
Texas N ll .7 llg8 - - l.9 09 5 07 l.l 106 "I'QS
We South Central 11,6 12.3 - o 2.2 1,1 5.0 1.0 1.4 5.4



Table D16 (cont.) D= 51

Poroonal

Savings trust Postal

Commercial banks Mutual savings banks and loan depart= Credit Investment bankews Savings

Units Offices  Units Offices wsassociations ments unions Units Offices offices

i 2 3 L 5 6 T 8 9 10 -
Montana 18.8 18'8 - - 302 2'7 7.8 .7 1.2 1801"
Idaho Te3 16.3 - - 1.9 1,2 549 o3 1,2 13.9
Wycming - 18.2 180 2 — - 3 oll' 5%8 5 Q8 loll' lnl'l' ll'l'.h
Colorado 11.2 1103 - Lad 3‘8 203 8.7 306 l"cl'l' 9-6
New Mexico- Te5 9.3 - - 2.8 <5 5.6 1,0 1.2 T5
Arizona 1.3 803 - - 68 103 Ll'eo 08 1.3 6.6
Utah 8.0 11.3 - - 2.8 1.8 9.9 1.9 2.3 4,9
Nevada 5.0 16.9 - - 1.2 2.0 6.2 1.2 5.0 18.8
Mountain 9.5 12,6 - - 2.7 2.0 Ted 1.8 2.3 10.3
Washington 5.1 10,7 ol o3 2.6 1.0 Tl 3.1 3.9 6.8
Oregon b6 10,9 1 ol 1.8 o5 L7 1.k 2.1 8.1
California 1.9 10.9 - - 1.7 ol 5.3 1.6 3.9 3.1
Pacific 2.7 10,9 0 «0 1.9 «5 546 1.8 3.7 4.2
Total United States 9. 12.h ot «5 4,0 2.1 6.6 1,9 2.8 L7

(Notes on next page)



D - 52
Notes to Tables De=ll to D16

Number of financial intermediaries from sources to Appendix Tables
D-11, D-12, and D~13 for 1900, 1929 and 1949 respectively. Population
data for 1900 (average of July 1, 1900 and July 1, 1901) were obtained
from Bureau of the Census, Vital Statistics Rates in the United States,
1900-1040, pp. 824«830; for 1929, 107 and 10LO from Statistical Abstract,
1952, pp. 11, k. The Census figure for April 1930 is applied to the 1929
data; the intercensal estimate for July 1, 1947 is applied to personal trust
departments in Table D=13, since personal trust data are for 1947 and the
Census figure for April 1950 is used throughout Table 12+




Table D«17 , D = 53

Number of Selected Financial Intermediaries per $lOO Million Income Payments to Individuals, by States and Regions,

1929
Mutual Savings Postal
Commercial banks Savings and loan Credit TInvestment bankers Savings™
Units Offices banks associations unions Units Offices offices
1l 2 3 . 4 5 6 7 8
Maine ‘ - 22,5 36.1 7.3 8.0 N 4,7 10.9 23.6
New Hampshire 27.2 27 .2 13.6 9.6 1.0 2,0 4.3 2645 "
Vermont 39:"" l'|'2.6 808 605 - - 05 2.3 : 26;""
Massachusetts 649 10,5 542 6.0 7.9 6.2 9.5 - 6.2
Rhode Island 4,1 9.8 1.6 1.4 2.2 2.h - 649 549
Connecticut ‘ 13.h 13.4 5.1 3.0 ol 3.0 8.4 8.4
New England 11,0 4.5 545 5¢3 4,7 .7 8.7 9.3
New York T+0 11.8 1.0 2.1 9 6.1 8.6 2.8
New Jersey 16.5 19.6 3 47.8 .3 8- 2.7 5.1
Pennsylvania : 21.7 2k ,0 .1 53.1 0 2.0 L6 - 6.1
Middle Atlantic 12.5 6.k o7 23.0. - +6 4,2 6.7 L,x
Chio 20,9 26.3 . ol 16,5 <l 1.5 3.2 6.1
Illinois 25.6 25.6 - 13.2 : 0 L. 6.1 Bl
Michigan 24,0 36.L - 1.9 .8 1.9- 4.4 6,1
Wisconsin 51.8 5243 3 . 10,1 .8 1.1 3.8 9.1
E. North Central 29,2 33.0 .l 12,5 - 6 2.6 k.5 - 6.2
Minnesota 73&9 . 7’"’.1" 03 - 5.5 : . 300 303 800 12.8
Iova 103.k 103.k - 5.5 - 2.7 - 2.5 5.1 10.8
Missouri 60.0 60.0 . - . 10.7 - 109 ' l‘l'.6 ’ 9.2 609
North Dakota 1644 164 .4 - 7.6 - 1.1 1.5 28,4 -
South Dakota 137.5  137.5 - 8.0 - - - 7 8.k -
Nebraska 114,1 14,1 - 10.9 9 1,6 3.7 5.k -
Kansas - 107.9 107.9 . - 15.5 1.0 1.3 L5 18.7
W. North Central 89.7 89.9 o1 9.2 1.9 2.9 6.4 12,5



Table D-17 (cont.) D - 54

Mutual Savings Postal

Commercial banks  Savings and loan Credit Investment bankers Savings
Units Offices banks associations unions Units Offices offices

1 2 3 L 5 6 7 8

Delaware 21.1 26.6 9 20.2 - .5 2.3 6.h
Maryland 20.3 30.L4 1.3 108.5 .3 5.3 7.6 2.5
District of Columbia 6.4 10.2 - 3.8 .2 3.0 7.8 0.2
Virginia 49.3 5545 - 9.2 3.0 1.6 2.2 7.1
West Virginia 39.1 39.1 - 7.9 1.1 1.4 2,5 9.0
North Carolina 48,9 56.8 - 24,6 4.8 1.4 2.0 6.2
South Carolina 50.9 63.9 - 34.5 1.1 2.3 3.2 7.8
Georgia 6.2 50.3 - 3.8 b1 1.7 3.8 T.5
Florida 36.8 36.8 - 9.9 o1 1.0 2.3 13.8
South Atlantic 36.8 oL 2 28.2 2.0 2.3 3.9 6.6
Kentucky 59.2 62.1 - 16.4 1.0 2.0 3.k 9.3
Tennessee 54,1 61.7 - k.2 1.7 1.9 3.2 5.7
Alsbama 43.6 416.0 - 5.0 4.9 1.0 2.5 6.5
Mississippi 58.3 62.9 - 7.9 - A 1.1 10.5
E. South Central 53.7 58.1 - 8.7 2.0 1.k 2.7 7.8
Arkansas Th.7 75.3 - 12.6 5 1.k 2.3 15.7
Louisiana 26.2 38.5 - 12.3 .7 2.2 3.2 5.8
Oklahoma, 60.3 60.3 - 8.4 .3 1.1 1.9 14,7
Texas 53.0 53.0 - 6.6 ol 1.k 2.4 8.5
W. South Central 52.k4 54.5 - 8.6 .5 1.5 2.5 10.1



Table D-17 (cont.) D =55

Mutual Savings Postal
Commercial banks  Savings and loan Credit Investment bankers Savings
Units Offices banks associations unions Units =~ Offices offices
1 2 3 4 5 6 7 8

Montana 60.9 60.9 - 8.3 .3 9 1.5 2k.0
Idaho 59.6 52.6 - 6.1 - 2.6 3.5 31.3
Wyoming 56,5 56.5 - 8.4 - - .6 24.0
Colorado Lk 1 4h.,1 - 10.9 .3 9.3 12.2 16.6
New Mexico 36.0 36.0 - 11.8 - - .6 28.0
Arizona 19.2 28.2 - 3.3 .8 8 2.0 15.5
Utah 38.6 38.6 - 8.8 1.8 4.8 5.5 8.5
Hevada 47.3 47.3 - 5.4 - 1.4 1.4 33.8
Mountain 45,2 k6.2 - 8.5 5 4.0 5.4 20,2
Washington 30.7 31.2 5 6.6 5 3.2 6.1 12.9
Oregon 39.0 39.1 - 6.5 .5 1.5 4.8 16.7
California 8.5 25.1 - 4.3 93 3.8 7.6 4.8
Pacific 4.7 27.3 A 4.8 A 3.5 7.1 7.2
Total United States 30.2 344 o7 1.9 1.2 3.3 5.7 7.1

(Notes follow Table D-18)
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Table D-18

Number of Selected Financial Intermediaries per $100 Million Income Payments to Individuals, by Sfates'and Regions,

1949
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Postal
Savings
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Table D~18 (cont.)

Personal

Savings

Postal
-Savings
offices

trust

and lcan
associge=
tions

5

Credit Tnvestment bankers

depart=-
ments
6

Commercial banks Mutual Savings banks

10

Offices
9

Units
8

unions
7

Offices
I

Offices

Units
1

Units
3

Q/l 138 732669880 12 nN\\O t~r
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Table D-18 {cont.) D - 58

Savings  Personal

and loan trust Postal

Commercial banks Mutual Savings banks associa- depart- Credit Investment bankers Savings

Units Offices Units Orfices tions ments unions Units Offices offices

1 2 3 4 5 6 T 8 9 10

Montana 14,5 14.5 - - 2.5 1.8 6.0 «5 9 4.3
Idaho 6.1 13.6 - - 1.6 9 5.0 T 1.0 11.6
Wyoming 13.0 13.0 - - 2.5 4,0 k.2 1.0 1.0 10.3
Colorado 8.8 8.8 - - 3.0 1.7 6.8 2.8 3.4 75
New Mexico T.5 2.3 - - 2.8 .5 5.6 1.0 1.2 7.5
Arizona 1.2 T4 - - g 1.2 3.6 T 1.2 5.9
Utah 6.8 9.6 - - 2.3 1.6 8.4 1.6 2.0 4,2
Nevada 3.0 10.2 - - 8 l.2 3.8 .8 3.0 11.3
Mountain 7.8 10.4 - - 2.2 1.6 5.8 1.k 1.9 8.5
Washington 3.5 7.3 .1 2 1.7 .7 5.0 2.1 2.7 4.6
Oregon 3.4 8.0 .0 .0 1.3 R 3.5 1.1 1.5 5.9
California 1.2 6.9 - - +1.1 3 3.3 1.0 2.4 1.9
Pacific 1.8 7.0 .0 .0 1.2 «3 3.6 1.2 2.4 2.7
Total United States 7.2 9.5 3 R 3.0 1.6 5.0 1.4 2.2 3.6

(Notes on next page)



D - 59
Notes to Tables D=17 and D-18

Number of financial intermediaries derived from sources to Tables
D-15 and D=16 for 1929 and 1949 respectively. Income payments -- no
stetistics are available prior to 1929 «- are obtained from Survey of
Current Business, August 1952, p. 16. (Income payments for 19L7 are
applied to persongl trust departments since data on their number refer
to that year.)
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APPENDIX E

STATISTICS OF INVESTMENT BANKING OUTLETS

1. Approach
There are no detailed statistics of the investment banking machinery -- i.e.
the number of firms, offices and employees -- before the mid-thirties when
the Securities and Exchange Commission began publishing data on brokers and
dealers registered under Section 15 of the Securities Exchange Act of 193k.
Even these statistics, though giving the most important totals by states,
are not set up to permit a study of the structure of the investment banking
machinery. They include a numbef of firms not engaged in the distribution
of new securities; the figures are not tabulated by cities; and no informa-
tion is given on branch systems.

It is therefore necessary, wnfortunately, to start almost afresh if
ﬁe want to obtain a quantitative picture of investment banking outlets
and thelr geographic distribution and interrelation. The §nly sources for
such a picture are trade directories, and even these are available only
beginning with 191k. The shortcomings of such directories are obvious.
They may ﬁot be complete or entirely reliable. More importantly, they are
often vague, particularly in early years, about the activities of the firms
listed, making it difficult to distinguish firms actually distributing new
securities from those limited to dealing in outstanding securities or pri-
marily engaged in other finencial activities. The directories furthermore

contain informetion only on the number of firms and offices, and possibly

on the form of organization; but they say nothing about the size of the firms.
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To make matters more difficult there is no trade directory which has been
published for the entire period from 1914 on a uniform basis. Indeed, before
World Waxr I there is no choice, the only directory available being Investment

Bankers and Brokers of America, publishéd by’Henry‘w. Sites. In recent years

the only directory is Security Dealers of Norfh America, published by D.

Seibert, New York. For 1929 Investment Bankers and Brokers of America, pub-

lished by A. C. Babize, Chicago, was used as it appeared to be a successor
to Sites' directory of the same name, and thus promised to be more cbmparable
to the 1914 volume than other directories available for 1929.

The tables derived from these directories obviously cannot be regarded
as exhaustive or exact statistics of investment banking outlets. The objec-
tive has been to include all firms, and only those, that participate in
the distribution of new corporate and foreign securities, excluding firms
limited to brokerage and dealing in outstanding securities as well as firms
which distribute government securities only. This objective has been approached
for 194G somewhat moré closely than for 1929 and distinctly more closely than for
1913 as the following notes will indicate. There is little doubt that the
tabulations for 1913, and to a smaller extent those for 1929, include a
number of firms which are predominantly brokers and dealers in outstanding
securities, and would not have been included in the 1949 tabulations which
could use the more detailed and presumably more reliable descriptions in
the more recent directories. On the other hand there is indication that
the 1929 tabulations are not complete for the security affiliates of smaller
commercial banks, a category of investment outlets which did not exist in
either 1914 or 1949. The data for the three benchmark dates are thus not

entirely comparable. There seems to be no way to overcome this defect so
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long as trade directories -- supplemented for 1949 by the listing of Securi-
ties and Exchange Commission registrants -~ must be used as the main source
of statistics. While the differences are far from negligible, they are not
regarded as invalidating the major trends shown by the figures. But these
differences and shortcomings must, of course, be taken carefully into account

when interpreting the statistics.

2. Coverage

All firms were included which were listed in the trade directories if the
descfiption of thelr activities indicated, directly or by inference, partic-
i?ation in security distribution or investment banking business. Brokerage
houses which also carried on investment banking operations were considered
within the definition. Those firms whose only listed activity was brokerage,
commission business or similsr descriptions were excluded, as were firms
whose activities were essentially the making or arranging of noncorporate
roal estate mortgage, or collateral and personal loans.

On the basis of the description of activities given in the trade direc-
tories, three principal categories of firms were distinguished: (1} Invest-
ment Bankers; (2) Commercial Banks; and (3) Investment Bankers dealing ex-
clusively in municipal securities.

In the 1914 directory the business activity for a large nwiber of firms
listed was described siumply as "Investment securities." In the absence of
other indications bearing on their activities all the firms which showed
this designation were included. The number of firms which feil into this
classification in 1913 was large relative to that shown for 1929, and it

was found that a number of firms whose activity was described as "Investment
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securities" for 1913 were listed in later directories as brokers or as dealers
in municipals. Consequently, a further breakdown was attempted by comparing
the description of firms whose names were listed without substantial change
in the 1913 and in the 1923 and 1930 directories. Approximately one-fifth

of the 1913 firms were subjected to this %est, ahd beﬁween 20 and 30 per

cent were found to be iisted in later and more comprehensive directories

as brokers or dealers in municipal securities and thus probably should not
have been included in the tabulation for 1012.

Firms included in the directories but eliminated from the tabulation
were those for whom no business activity was listed or whose activities were
described as follows: stock, bond, or commodity brokers; stock exchange
members (without additional description of activities); traders and brokers
in securities; traders and dealers in securities who are sole proprietors;
curb brokers and floor brokers; agents or representatives of investment
banlting firms; agents for foreign banking firms; odd lot dealers; put and
call brokers; commercial bankers (all excluded in 1949, those not members
of IT.B.A. excluded in 1G13 and 1929); consulting Tinanciers; dealers in
conmercisl paper or foreign exchange; investment managers; mine owners and
operators; financiers of automobile dealers' conditional contracts; dealers
in controlling blocks of securities; dealers in, or distributors of first
mortgage investments; representatives for domestic firms; specialists;
consultants; advisors; in receivership or undergoing liquidation; "mail

returned," "office closed," or "retired from business."

3. Completeness of Directories

The directories appear to have listed the vast majority of security dealers

and brokers and investment bankers. C(missions may be discounted as minor
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with the exception, already'mentioned, of security affiliates of smaller
basks in 1929. However, discrepancies were noted in comparing the various
-directories as to the nature and completeness of the description of the
business activity of the firms listed.

As a check on the completeness of the tabulations the results of the
164¢ tabulation were compared with those published by the Securities and
Exchange Commission for the same year. The Securities and Exchange Com-

‘mission figures’show 3,959 brokers and dealers registered under Sec-

tion 15 of the Securities Exchange Act of 1934. (Sixteenth Annual Report

of the Securities and Exchange Commission? p. 194.) The tabulation for 1949

based on the directory indicated a total of. 2,852 security distributors and
investment banking outlets. (See columns 1 and 2 of Table E-3.) The dif-
ference of 1,107 may be accounted for in several ways. By definition these
tabulations are limited to investment bankers and security dealers. The
Securities Exchange Act,.on the other hand, requires the registration of
all brokers and dealers using instrumentalities of interstate commerce to
effect transactions in securities. Hence, many Securities and Exchange Com-
mission registrants had to be eliminated because they were designated as
brokers in the directories. TFurther comparison with the New York City regis-
treants revealed approximately 100 registrants who were classified as spe-
cialists and therefore omitted. Finally, a considerable number of firms
register with the Securities and Exchange Commission although their business
is limited to dealing in government securities. While detailed reconcilia-
tion is not possible it would appear that these categories of registrants,
which are excluded from the tabulations of investment banking outlets, are
sufficient to account for the difference between the two sets of figures.

Comparison of directory listings and Securities and Exchange Commission
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registrants for a number of cities failed to show a significant number of
firms apparently engaged in the dlstr;but;on of securities but not listed
in the dlrectory If the directories, and heﬂqe the tabulations, err it
is rather in 1nc1ud1ng a number of fxruw which on str1ct definition can not

be re garded as distributors of new corporate and foreign securities.

4. Commercial Bank Affiliates

A total of 70 bank affiliates with 243 branches were listed in Investment

Benkers and Brokers of America, 1930, and were tabulated for 1929. It is

knoWn, however, that there were at least 192 security affiliates'of National
Banks alone invl931,l although some of these may have been very small, in-

-
Senate Document 4118, p. 13 5

active or limited to government securities; and that numerous non-national
banks also possessed such affiliates.2 The directories thus are clearly

2

W. N. Peach, using Security Dealers of North Americs as source found 132
bank affiliates, including 84 of national banks. (The Security Affiliates
of Wational Banks, 1941, p. 83.) Peach argues that the tabulation of the
Federal Reserve Board for 1931 referred to in the text used a broader defi-
nition of security affiliates.

incciplete for this group. However, as the tabulations were limited to firms
included in the directory no fﬁrther‘attempt was made to identify the un-

listed bank affiliates which in 1929 may have numbered from 200 to 3C0.

5. Treatment of Branch Offices

In a limited number of cases the listing indicated the existence of a branch
{or branches} when listing the head office, but did not list the other office

separately in the geographical breakdown of the directory. In such instances
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the offices were included in the tebulations on the assumption that the
exclusion from the text was probably due to defécts in the mechanics of
setting up the.directory.

In the majority of cases the'diréctory differentiated between the head
and branch office., However, in a few cases where the directory did not
supply the information and an arbitrary;decis;on‘had to be made to designate
the head office the following criteria,llisted\in order of importance, were
used ~- (1) the office located in the ciy vherein membership in the Investment
Bankers Association was indicated; (2) the office located in the area in-
dicated by the description of the business activity, i.e. "Pacific Securities";
(3) the office not operated by an office manager; (4) the office located
in the larger finsncisal center. If a firm had a branch which did not handle
securities, that branch was omitted.

Firms with foreign affiliates were included with certain limitations.
American head offices having only foreign branches were treated as firms
without branches. Branch offices of foreign firms were treated as branch

offices without a counterpart head office.

5. Determination of Form of Organization

Genurally, the name of the firm was used to determine its type of business
organization since the directories do not specifically indicate whether a
firm is a proprietorship, partnership, or:corporation. Three clasgificaticns
were distinguished: sole proprietors, partnerships, and corporations. A
listing in the directories such as John D. Doe was interpreted as indicating
sole proprietorship. All firm names such as John Doe and Company, J. & D.

Doe, Doe Brothers, or Smith and Doe, were classified as partnerships.
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‘There informetion was lacking in the title of the firm, firm names
éuch as the John Doe Company, the Doe Investment Company, or the Doe Bond
and Stock Ccmpany were considered corporations. All commercial banks were
classified as corporations. In all cases, a head office and 1ts correspcnd-
ing branch offices were given the same classification by type of business
organization.

| It is probable, and corrcborsted for 1949 by comparison with the lisfing
cf firms registered with the Securities and Exchange Commission, that this
method of classification treats a number of partnerships as sole proprietor-
ghits, and a number of corporations as partnerships. The tabulations, there-
fory, almost certainly understate the number of corporations and overstate
the number of sole proprietorships, while the effect on the number of partner-

ships is uncertain.



(8)

8c
T
.—d
c
e
0

9

1€
LE
9t1¢
€9
9e
95
LT
4
1T
€ET
1T
2
of
€
LS
e
L1t
T

9
(LY

(21EL8 TIYITA 29I ELS UTUITM

SOUOURIG

8301JJ0

s

o0 e m
IH . e
1 .
T €
c c
€T G
0T oC
€ L
w . ° 8
o 8 N
H e 00
H LN B 2
gt Ge
[N ) H
4 f
1T ot
i . en
e G
() (S)
a0 e 2180
UTYLTM UTYL T
SOUOUELf _ SSUDURIY
TeusC A2 I0 CRCN

SWITI 23815-F0-2ang

()

soqe]s

.00

(€)

21895

J9Uq0 Ut ulyjm™

goyoueIg

seyoueIg

(2)

ST

seyourxg U3TA SWITJ

61
61
9¢e
0§
7T

LT

ot

10T
T

9
(1)

~SayouRIq

Aoy TA
SULITH

23838 saspaz 90TJJO UTE UITM SWITJ

CT6T ‘99e3s £q s39TIN0 SuTueqg JUSWRSIAUT JO ISqUMN

T-2 9TqBL

Kosaop MON
axTysdmey MON
epeAdN
eyseIqaN
|UeUON
TINOSSTRH
1dd1ssT1SSTH
BYOSOUUTH

uB3 TYOTH
g949snNYoBS BN
pueTATER
QUTeN
BUBTSTINO]
Lgonquay
sesusy

BMOT

BUBTPUL
STOUTTTI
oyepl
|T18I09DH
ePTIOTH
BTQUNTOY JO JOTIFSTJ
axemeTaq

4N T309UU0Y
opRIOTOD
BTWIOJTTEBD
SeSUBYIY
BUOZTIY
eWRQBTY

SLELTS



E - 10

mm@ﬁﬂouﬁ 11

€6

o e o

(8)

aw\_ T8 ,G,.-..,.AJ

“Loy e

ﬂog:hm

TSWIT

2

*TO2 98nBO8Q O puB ¢

SWITd TTv

SWITI 8%

.mﬁoo JO uUMs YL WOII SISIIIC

Sl 8

‘6 XTpueddy Jo 239 @98

- gayouRIq USTeIOF §

:wmrrmolpﬁo

&
*geysuelq USTISJOI 2 SopnToul ‘o puB §
2]
T A2tD NJIOX Mel o1 BuoTeq 6z ‘soyoueaq € oyl JE. ¢ pus ¢ ‘¢ ‘g
P
T2l SOt 8ET 90€ 98 egT ostT'e
-—NH m 9 0o 0 ® 0 o LI ] LI w
m LY .« o8 .. LY e m
-—\~|H H H * 00 o s » . 8 0 NH
NL LRy H H L) H m
wd "o “s s K N H m.J
m e o« ) .o t e ae m
HH LI BN lﬂ . s @ s e 0 a e s OH
H con cee ‘o P cos i
Ge L 2 L € €2
Lge g 62 62 ot &2 A
m N e e H « o e H N
m H .« 50 s o LR ) LRI N
06 K L 0T 9 6 9
m PR LI Y e o e s 00 m
6ET‘T T9 oORT  2E oL oL6
(2) (9) ($) () (€) () (1)
TOE UTULTA 20108 20748 899B%S  9313S SWITI  SoyouBal
S90TIIC UL A UTULTA - Jotqo Ui UTYRTL qnoY3. 1A
ssyouedf S2YLUTIY sayoutIg serjouexf SWATI
Tt AR T souypueJg UITHA SUIT

99895 UTUJTA 90TIJO UTER UITA SULITJ

(*3uod) T-F °TqRL

1Q0Jano¢

~uDUEIq UCTSJOL T sepnToul

“C cgTo2 JO umng

’

T

q
*STO0 JO umg
B

T8l Te30L

SuTmosp
UTSUOOSTM
BTUTIITA S9N
u0BUTYSBM
BTUTSITA
QUOULIDA

ey

SBXOJ,
2assouusy,
BRONEQ Yos
BUITOJIB) UINOY
PUBTST 9POUY
BluBATASUUST
uo8aao
BUOYBTHO

OTUo

BROXB( YIION
BUTITOIB] YJJION
JI0X MON
OOTXIW MON

29819



E-11

T T

.
°
°
-
.
°
.
-
.
.
°
°
«
.

ODTXOJ] MON

€9 98 €T Oy T i f T2 Kosaop Moy
NL m.H N. v s . o0 e ) * o n\u Q.H.ﬂgm%-mm 3@.7._”
L H ¢ ¢ u ¢« a L3 O ) e a . e . H -mgb.mz
L1 mm 6 7 L U 9 m mmmmmmmm
N N .« 0 ¢« o O * e « & 0
66 102 16 ge €y oe 9T mw Hmmmmwmwwmm
.‘N m : L . 0o @ LK IR ) > . ) 1 T 1 1
o 2 c & & =« 5 A
og T TUOT
CeT 86€ 202 23 05T g o 6LT sa3esnuOEssEl
= g A e
2 T e el
m wm c " g .. N €1 BUBTSTROT
HT €€ 6 2 T € 2 Lt Lponguey
€ Ui ot c AN 1T € oT gesuey
: : : T R o
T2 T f i T
8Tt Len 43 6 STeE #E ¢l #€e STOUTTTI
N . m s 0o e LR e N N .J‘ oﬁ.@H
0c ot 8 L T g g 71 BTBI09D
6 oT g £ Te T T 9 BPTIOTL
€ Mm‘ AN MH 9 o T 9T BIQEMIO) JO WOMMpmwm.
.—lﬁ H H LN ] H L 2 Y 'H -m
6L €1 oe ¢e 1T Mm oe mm N0 T3O9UU0Y
9T L 6 Ui f G o OPBIOTOD
L6T G6¢ €¢ 49 HE 6et 44 ent eTUIOZTTED
g €T c T e z T L SBSUBY.TY
€ g : T e 2 m T T BUOZTIY
AN : oc f € 1 G € g BWEQBTY
(8) (L) (9) (S) (1) (€) (2) (1)
q®7FIS UTUITA 533818 UTULTA 99098 onens sayeqs 99898 SWIT  SOUOURIG atesg
i B! i 221 UINITA - urgyTa IOUYO UT  UTURTA Jnous T
sSwaT] TTV E m@ﬁo.ﬂ..ﬂh«m saUuourIg ¢ ayoueayg SWMITI
_ om0 R LN SOUOURST UITN SULLA —
ST 938B15G-F0-3100 93838 UTYITA S0TJIJO UTe| UJITA SWITT

626T foqesg £q s49TIN0 SUTHURY JUSURSOAUT JO IOqQUNY

c-d STqBL



E - 12

*S93'3S POYTL oy3 Ul
SWITF USTOJOJ JO SOUDUBIQ 9 SOPNTOUT § °*TOO PUB SOYOUBIQ USTSIOJ
Q SOPpNTOUT 4 °TOD 9SMBOSQ Q PUB § *TOO JO UMS oYY} WOJII SISIITQ

U

*SWIT uSTeI0F JO SOUOUBIQ 4 SopnTOUT

3

*SayouBIg UITSJI0I ) sepnToul

F

*swmITy A4T) HIOK MeN 03 SuoTeq TET ‘ssysuelrq 202 ou3 JO

9l6¢T €Lo‘y

T T .

64 ol

6 02

19 L9

9 22

A G

2 ST

g8e <9

AN 62

2. 2

Ui ST

9e of

061 (01719

02 62

6 ST

2g 96T

1 |

G 6T

€o¢ 16T

(8) (L)

q®3B}s UTYITA 2938}E UTUITA
soyourayg S90TJI3I0
SWATI TTV

) wwbh

T
LE
“
gt
€
Ui
T
0T
U
2
2
Lt
Th
€T
¢
o€
T

gToT

(9)

o3els
UTYLTA

946

1MOH tHOVHQ
L]

PN D000
—

. 3
.(I)
.

.
»

(s)
91838
uTyITA

soyouEId SoyouUR:d

I9U30

o

£1TD Xl

SWATL 938}5-JO~4M0

o

smmmﬂa

*ANMH e N F .
- i .
. : .

o o
4V

9z

T
€95
()

sej'qs

LI

LT

T
5202

(€)

o3wels
JSUJ0 UT UTYRTA
sayouBIg soysuUBIYg

*d xTpusddy Jo 3%93 998 :920anog

‘WITI USTSJ0J ' JO UYdUBIQ T SopnToul

P
*yourIq USTSJI0F T SopnToul
o
*g pue ¢ ‘¢ °s700 Jo umg
q
‘g pue ¢ ‘C ‘2 ‘T *sTod Jo umg
B
€96 HETS *S*n TB30L
soe s SUTmOAM
4 LT UTSUOOSTM
€ g BIUTIATA 3SM
9 62 uo33UTYSBY
€ €T BIUTSIATA
s T FUOTLISA
T et yB
9 < SBxX9J,
G 2T 29ssauuUd]
oo BO¥BJ Y3nosg
T 0T BUTTOIB) Y3nog
2 AR PUBTSI opPouYy
e 92T BTUBATASUUSS
A I uogaI0
ser 9 BUOYRTIO
1T €9 oTY0
oo € BlONE( U3JION
2 AN BUTTOIB) YFJON
19T 12l YIOK MaN
(@) (1)
SULI T soyourIq 23838
INOYFTA
smaTd

SOUOUBIL UITM SWITA

938} UTYITA 90TJJO UTBW UITA SUITd

(*3uod) 2-F °1qBL



E - 13

T 8
0% Q2T
6 6T
9 8
9t €q
9 L
€e 20T
.l o1
Qe A
&y 20T
oL gee
¢t 0§
8T Ly
0T gk
L 12
€T &q
€T 6g
9 LG
GL gg€e
2 JA

2 26
LE €
1T €e
c 9
i . 08
0T Qs
the 60h
€ #T
f CT
o1 €
(8) (L)

qo1®IS UTUITH e91BIS UTyYLITA
soyouRIg SBOTII0
SWITd TTV

6T

2
2
ity
6TT
T
9
T

(1)

soyousx
oyl Ta
WATg

6voT

.., 1 .. ...
Q h b7 1 €
N‘ N 3 o s . a
m\J LN 3 - . e
€T 1 . 2 2
m . s 0 » e
9 6 ot 9 <l
€ 1 T € e
1T A 1 oT 8
g T 2 G2 cT
et & 08 Ge gt
I S 6 2 G
1T 9 o T 1
€ o 2 T 2
T i " 2 1
1T L 2 §
g 2 g 4 9
5 N s cee T
1 LE 64 It 0
T T 1 T
e oT 1T €1 £
mw @N ces m m
€ g L . €
e N m L) N
T €1 € 6T 1T
i i g c 4
ot £¢ 5&C elt Ly
as e m . s . L 3 Y LR
.es 7 .. cen ces
o L to € €
(9) () (1) (€) (2)
onens 298418 saqess ayeqs SULLT,d
UTUATA UTULTA JI3U30 Ur  UTYITA
ssyouBIg S9USURIG gayouerdg ssUYIUBIE
JISYL0 TN seyouelIg ULTA SWITJ
SWITI 8383G~JO~-1N0

E-3 °TaeL

foquag £q sieTan0 BuTyueg QUSWLSOAUT JO Jaqumy

99818 UTYULATA 9010 UTEW ULIA msyﬂm

OO TXO| MOYN
Kacxsp map
aatysdurel] MoN
BPRADN
BYSBIqON
BUBLUON
TINOSSTRH
tddisstesIi
BYOSOUUTH
UeSTUO T
8419SNYOBRSSBY
pueTixen
2uTBl
BUBTSTNOT
Ayonquey
sesuey

BMOT

BUBTPUY
STOUTTII
ouyepL
B13109n
BPTIOTH
BIQUNTO] JO FOTILSIC
aaemneTa(g

4ND TROBUUCH
OPRIOTOD
BTUIOJITTED
STSUBIAY
BUOZTIY
BURGRTY

99818



*ssyousaq USTOXOJ HE SOPNTOUT # °TOO 9SNBOSQ § PUB G *S[OO JO WNS SY} SPOSOXH

E - 14

*soyouBaq udtaaoy €€ sepnyourl

*SWITy £3T0 IOK meN 03 SuoTeq #TT ‘soydueaq 62T U3 JO

LeET 6€2‘y

vee .

£e Gl

1 1T

o2 €6

€ 49

€ f

€ 9T

LE SAY

¢t Ly

s e m

6 ah

LT gt

oHT g€

0T 2€

o] G

7S 98T

.ee %

62 ah

902 €90°T

(8) (L)

q23e1s UTYITA 2O381S UTURTA
sayouraq 890TII0
swatd TTV

ont

rH ANINM

®
.

.
.

-:.rmco'L:OOb— s OO

*
.

\O

LL
(9)

93238

gh

el IEe\

NO ~ A
aY)

Lt

()

oeqs

Uty3lTa utyla
soyourag Soyouwag

J
=]
P
558 995
i 8
IH .0 e
g 0T
L IX IR IH
o1 2
see m
6 8
2 T
|ﬂ *0 0
€e Gh
H * e
2 T
ST ¢
o] 2
ShTS @mma
(v} (€)

se3®ls 9q®)s
IOUI0 UT UTYITA

I5U10

K£4TD KN

soyouTIq goyouRIg

6T

f
€et

(2)

SUIT

SO PO

i UITM STIT

g xTpuaddy JO 3X93 959 :90In0Y

*youBaq USTSJI0J T SopnToUl

o)

‘g pue ¢ ‘¢ *sSTod Jo umg

q

*g pue G ‘€ ‘2 ‘T *s7T00 JO umS

Gih‘e

f
on
9
L9
82
T
1T
8L
g2
€
4%
02
66T
2
7T
£TT
f
6T
#EL

(1)

SayouBIq
oYL TA
SWITA

SHIT 93'}Z-JO-INH

91815 UTUITA 90TJJO UTEN UITA SWATI

(-quoo) €-Z °1qmL

B
*S*fl T®I0L

SutmoiM
UTSUOOSTM
BTUTSITA 359M
uoqSuTyUSBM
BTUTSITA
JUOULISA

uei

SBX9J,
oossauuag
BJOBCI YInog
BUTTOLB] Ujnog:
pueTsI spoyuy
BTUBATASUUS]
uoFaa0
BWOYBTIHO

OTYO

BlO¥ER(Q UIJION
BUTTOLB) UJFJON
x0x MON

93818



:v—IC\JC\J

e s

NSO NN A

N\ QO o -
™

0T
€T
€

9%
th
9

(6)
ohpﬁo
UTYITA

SOYOUBIG

LT

6T

gt
1T

64
12
19
62
6
62t
€€t

090°T
(8)

WIUa T
SOOTIIC

swatd TTV

2 eee .. T ven T >
s e .0 N ) B s e MH
- ces T cee e cen T
. » s s o T ) PR m
m s s s s N s s N m|ﬂ
T ces ces .. .. cee oT
t T v T T T 0T
H. .H . . s 0 . .o m
1 T .. ees cen cee 9
T € i G . £ ¢2
T g T T € € A
s e N * e r H H mm
..,H .. m ) s s ) m
4 e .e .. .o - 9
T € T L . o g TTT
T Y 2 oo 2 2 96
9 he T gL 1T T€ oTe
N .: . . v ) s 0. .:m
o8 N s e .: P m .:._N
T | T e 2 2 (07
€ L Tt 2 o 2 64
w m . .s ) e @.H
T T T T € 2 H
H e T Tc €T INY og
8T Ge ees G2 et T ol

wwm T g ot 62 89 IR
(L) (9) ($) (n) (€) (2) (1)
£aTO £ATO Aa10 899895 29899 SWITA  SoyduBIq
UTUITA UTYUATA UTYITH Joy3e ul uTygTA qnoyy A
ssyouBIf Sayouwag goyouRIg SSUYDUBRIL goyouBIg SHXT
I8y AITOA'N , soyouRIg ULTH SULITLA m

suLTTd 91BLE~JO N0 27818 UTUGTA S90TIJO UTEH ULITA SWITH

CT6T £50T9TD 48958T 04 ¢SHOTIN0 DUTHUE] JUSWRSOAUT JO IoquNy

#-4 oTABL

STTTASTNOT
voBaxQ ‘pueTitod
oTyp ‘snqumTo)
PUBTHEO
studuen
OTuUOUy UuBg
JoAUS(]
stTodBUBTPUT
sBTTed
HIBMON

£910 sesuey
9T3389g
T4BUUTOUT)
sTTOdBSUUTH
SUBSTI( MON
oTeiyng
UO3SNON
OSMMBMATIN
y3anqsq3td
oosToURLY UBg
uogsog
uoq3uTYSBM
SO *38
PUBTOASTY
aaowtyTed
4T0a3°Q
saTo8uy SO
BTydTopRTTUd
03BOTYD

WIOX MON

310



E - 16

6g€ TelLfe
€82 son‘e
8 ST
e o0 H
2 H
T i
saoe N
L 3
T c
..‘. m
1 L
€ 6
s e .:
1 6
<. Tt
m .
hMﬂw phmmw
UTY} M urTylTa
soyousag S90TIIO
suatd TIV

*) pue 9 ‘G *sTOO Jo wmg

691
#2T

T

(L)

£q710
Uyl T

*uogsod ‘T
f£1TD NJIOX MON ‘g isoyoumaq uBTaJgof £ sopnroul

gtT
o1t

(9)

£q710
uTylTA

soyousdy soycurag

I5Y10

AQTD°A°N

SWITd 93®Ig-JO-qn0

P

]

(S)

£410
uTylTA
gayourag

90€
P
pTOE

(h)

591218

I9Y3o Ul UTHIIA
saypourag mmﬂoﬁdhﬁ

98
7l

(€)

29e}s

*q ¥xTpuaddy JOo 1%x91 998 :90Jmn09

*L pue g ‘G ‘g T *sTOO JOo umg

2gT
691

(2)

SWATH

soyounad ULTA SUITS

0412

q

*066T TTady ut uoTjeindod 3se8aeT Y3TA S9IFTO 0F UL

B

*S*l TBIOL

€G6°T s9T9TO 0§ TBIOL

L

2O P~F N M

(1)

SayouBIq
moylTA
SWITH

93835 UTYRTA SOOTIJO GTBA UIEA SWITH

(*3uod) {-E STqRL

JI99.590.I0M
STTTAUOSYOBL
HTOJJION
osnoraLg
PUOCTR[OTY

£1TD BUOYBRTHO

uoafeq
2ouspTAOI]
TueT
yowrog Suo'g
BUBWG
uoINy
YjaoM 3Ja04
£41) Kosasp
opoToL
Tned °13S
WEeYSUTULITE
BIUBTRY
JI99SaY00Y
oJeT(q ueg

A 20



6 o2
Lt oc
L AR
o1 12
L o1
€ g8
AN Qs
1T o€
L gt
62 Ly
2 €
€2 h
61 of
6€ 89
o) G2
1€ 2l
g €T
6< £9
€€ 95
~ 6€ -2t
=49 goe
't 0$
B 6y 92T
o2 fold
0e L)
™ 88
09 gnt
1. ¢ot
€9 TLE
641 226
o A9
UTUFFA UTUITHA
soyoueagd SSOTII0

SWATd TIV

L 2
1T e
2 €
T T
2 2
2 T
o] €
L i
i T
L A
T e
T L
; 1T
He 0T
us i
‘ m o s e
€ £
62 0T
0T 0e
o1 et
9T ol
IAR 7T
1€ oT
2T €T
6 1T
2 ST
HT 41
62 on
€¢ 64
N.m-.m o o0
hm»w hwmw
UTU3TA  UTUITA
soyouBIg soyourIg
I3Y30 £4TD° XN

T
T

(<)

£97T0
Tyl A
soyoueag

o =N

g

!

O NN N e O NN

Q
o

Nt =4O
(4t M TaWaV]

LT
T2€
2954

()

80984 S
J9y30 UT UTHRTA
soyaurig s ®QOG.®.Hm

O NN oMW

s QJ MO
—

Dy OA)
U e

—~ 3
—~ —

i
6T
19
1%
62
€41

(€)

0B s

MUY

LN~

M~ 0N

N

62
&h
T

€T

9

ST
JAR
¢e
9T
€L
ént

(2)

SULIT

6261

SUITd 9215-J0-4N0

soyourad ULIM SWITA

OO H-F O MNND=IN
—~ = —

T
T

L1
ot
T2
€T
HE

ki
OT
e
29
€CT
ot
HS
92
TH
o€
€9
gl
612
129

(1)

soyouBIg
INoYITH
SUITA

(-0 oTqelL

93835 UTULTA SOOTJJO UTEW UITA SWIT]

fSOTAT) 1SS8awT Of {s1oTang SuTsueRg QUSWASSAUT JO Joqumy

STTITASTNOT
uo8aaQ ‘pueTiacd
oTyp ‘snaumtTod
PUBTIB0
STYdweR
OTuoluy ueg
JDAUDQ
sTTOdRUBTDUTL
SeTied
HTensN

L3105 sesusy
ST138eg
TyeUUTOUT)
sTTOodRouUTH
SUBDTID MY
oTsrFng
U01LSNOY
ooyNeMATTH
ysangsiz1d
oosTouRd UeS
uoqsog
uolSutyseM
STNOT * 48
TURTSARTD
SaoutITRY
3Tox%ed
saTeduy SO

e TUAToPRTTUd
08e.oTU)

JI0L MOY

310



E - 18

$9 ‘L3710 NIOX MON iseyouBlq USTRJOF @ SopnToul

.H ‘uogsog pue {1 ‘3T0J39Q ‘L9710 FIOK MON
.msnaw ugToJoI JO SSUOUBIQ S93B1S POITUN 9 sepnToul

9L6°T €lo‘y

69Tt TLES

22 62

A S

ces >

He gt

€ 1T

2 L

€ L

G2 9¢

T T

€T 6T

1T I

S g

€ 1T

G L

L 0T

I 49

9 2T

ot A

62 £

ot 6T

(6) (g)
oK3T0 n%pﬂo
UTy3ITA UTUITA
sayqousag "SS0TII0

suati TTV

o

*T ‘o8eoTyD puB T ‘OTRIING

(L)

L1710
UTUITA

956
H6€

f

*00

s 0 N~
.
.

N A AN e

~l

(9)

£410
Uty TA

sayourIg Sayourag

I2U30

£1T0 %N

SWITd ©3835-J0-310

P

219
¢z

ST
(S)

£3T0
Uty3lT™A
seyourag

soyoURIg ULITA SUMT

p9EET
mmN T

(n)

seje)s

JI9U30 UT UTUYITA
sayouead soyoueag

29
€05

N.‘
LT
T

(€)

o3e)s

*H xtpuaddy Jo 3x93 eog

190an0g

*) pue 9 ‘G °sTod JO wng

o]

*lL pue 9 ‘G ‘2 ‘1 *sTOO Jo umg

€96
Lon

c

(2)

SWATH

HET S

q

*066T TFxdV ut uoTgerndod 3seBael YIT# SOFFITO 0§ UL

B

*S*fl. T®10L

GELETSOTaTO 0§ T®l0L

~l

wws;bui ANM AN NI o AN~ O A NN

(1)

saydtieaq
FnOYFTH
SWATA

93218 UTUZTM SOOTJJO UTBN UITA SWITI

(*3uod) ¢-T °Tq®l

J99890I0M
91TTAUOSIOBRP
HTOJION
asnoraLg
Puourp TY.

£1TD eWOUBTIO

uolLEq
90USPTAOI]
TWeTi
yoeed Buo'l
BUBUO
UOIHY.
U}IOM JJI04
L31p Kesaep
opaToL
Tned 1S
wBYSUTWITY
BRUBTIV
I238900Y
08aT({ ues

S e



E - 19

~ ~
b~ (c0]
o ~

Q)U\CNMOSH\OlﬁrﬂcDCDU\W?MDNOrﬂqu)ﬁﬂ
O [Tl
o o

\O OV
M~
DT N
QO b=F
~

O MO ~
~ ~ ~
n
"

81
0§ 61t

| T
0% 6LT
8he

(8)
o3IO

gsoyourIg

UTYITA
830T1J0

SWITE TTV

T 2
9 2
Je. >

s e m
e85 e m

2 €

€ €

2 €

K |
.o N.

€ 2
wo f

9 g

¢ K

> ces
T €

g 2

2 0T

U ot

g et

€ 8

2 L

2 0T

c il

€ 6

6 12
1T 62
8T LE
.JN. s e

I Lo}
hMHw hmmw

UTYI TH UTY3 I8
sayour.ayg SaygouriIg

I9ug0 AT X N

SWITL ©3835-J0~410

6161

o

s - N

* e~

M cHQ

N |

O .~

<

T
65

(6

)

£910

UTURTA
sayo uexg

. 1o

*

s M

-
-

FIGJO\O\:jb-gDRjP—N

Oc

64
718

()

soqeqs

JI9Yq0 uT uTy3TH
SOUOUBRIE SououBIy

QN

T 00

=t

O U\ ~00 (OO

Oc
89
e
LT
W1t

(€)

2qeas

:QJQJFlFl

.d,_'

s

.
.

o~

T

NO MNF WO N N0 S

ot
e
cc
Oc
g1t

()

SWITA

0T
1T
le
91
12
92
T

A
Ot
9T
T€
o€
61
6T
15
LS

61T

6T
6€
et
9e
G2
T
€8
€0
L6

(T

T
“

)

gayouR.Iq

MOy TA
SWITI

et o e 1 e e s i

Q=
-

o

i

STARL

sayousIg UITM SWITS

33€15 UTUIFA SOOTIJO UTEW UITA SULITL

f8919TD 3se8xeT 0f {99°oT9n0) Sulueg QUSWISSAUT JO JQUINY

STTTASTNOT

uoloxp ‘pusTlaod .

OTyO ‘snqumTod
puBTIE0
STUdmoN

oTuojuy usg
JoAuaQg
strodBuBTPUT
s8TTReq
HIBMARY

£a1n sesusy
oT1yeeg
TyeUUTOUTL)
sTTOodBOUUTH
SUBSTIO MON
oteryng
uo3snoy
SONNBMTTH
yg8angqsy31d
008 ToURIF UBg
uoysog

o SuUTyYSEM
SToT *38
PUBRTSASTD
SIoW Ty TRy
1rox3eq
goTofuy go
eTUdTopPRTTU]
08B0 TUD
JIOX MON

L9310



E-20

*oosTouBId UBS JO T PUB SWITF
£3TD MIOX meN Jo £§ isoyouraq USTSI0F HE SIPNTOUL

o

rsmaty L9710 ¥I0X moN 03 SuoTeq G ‘ssyouedq 65 SUI JO

1gEfT
169

=t bt~

.
.
.

Ln[\r.il" -3 Ao

—

S0 -0 - e

(6)
ohpﬁo
UTy3 T

soyousIg

SYAR
™Ho‘e

G1
9

G

Ge
T
2T
1T
uts
A
QT
Ge
G

9

6T
G1
QT
9T
02
22
22

(8)

L9710
Brusta
S9OTIIO"

ot
HoT

(L)

L4710

UTYITA

P

8
€le

e~ ANAHMATF A .

«\O TF ~ :

o

(9)

L3710
uryl s

soyoueag sanourIg

hTe

o1
(S)

L4110

UTYL M
soyourag

+i xTpusaddy JO 94X91 998

120J0N08

*) pue 9 ‘G *sT0d Jo umg

o)

*J, pue g ‘G ‘g ‘T *SToO Jo umg

+066T TIady ur uotyerndod 3seBaeT UITH SSTITO 06 SUL

2558
Cisl

(n)

883838
JSY30 UT
seyouBag soyouBag

996
okt

d B

LI )

(€)

23818
UTYR TA

Loy
nee

HA A A A A

(@)

SWITA

SwItd TIV

49930

£3T0° XN

soyouUBIY

SWITd 93¥35-J0~30Q

27835 UTUFTM SOOTIJIO UTEBW UITA SWAT

(*quo2) 9-F STqEL

UnTM SWAT]

(R M

q
B
Sh‘e *S*N T=I0L
9G9‘T S9T3TO 0§ TBIOL
L . J91.S90JI0M
2 oTTTAUOSHO®R[L
S YTOJION
91 asnoBILS
6 puomya Ty
L £31D BWOYBTHO
L uoqAeq
61 souspTAOId
S TWeTH
€ yoweg Juol
L1 BYBIQ
o0 0 go&xﬂ
€ Y3JoM 3104
1T Ra1n Kosasp
ot OP3STOL
TT ™ed °1S
9 WeUSUTHATE
cT BIUBTIV
¢t J2389Uo0y
) o8oT(d u®g
(1)
sayousIq mhpﬂo
oy} Ta
SULITA




Table E-T7
Number of Investment Banking Outlets by Type of Ownership;
All United States Firms and Firmsvin New York City; 1913, 1929, 1949

A1l United States Firms New York City Firms
1913 1929 1949 1913 1929 1949

1. Firms without branches

a. Sole proprietorships 1,304 h7h 1,001 705 122 190
b. Partnerships 786 997 650 237 1k 250
c. Corpcrations 50 663 794 5 358 157
a. Total 2,150 2,134 2,445 okt 624 597

2. Firms with branches

A. Firms
a. Sole proprietorships 10 10 34 3 2 7
b. Partnerships 150 252 211 63 o7 &l
c. Corporations 22 271 162 2 50 27
d. Total 182 563 Lot 48 149 118
B. Branches within state
a. Of sole proprietorships 5 32 23 1 3 3
b. Of partnerships Th 307 329 28 82 1L
c. Of corporations 7 303 214 cee 68 7
d. Total 86 6i2 566 29 153 114
C. Branches in -other states® - .
a. Of sole proprietorship 5 78 13 2 48 3
b. Of partnerships 250 533 562 130 262 367
¢. Of corporations 38 77 2hs 5 2ub 111
d. Total 303 1,328 821 138 556 481,
3. Total offices (firms plus branches)
a. Sole proprietorships 1,324 594 -1,071 711 175 203
b. Partnerships 1,270 2,119 1,752 458 585 805
¢. Corporations 127 1,954 1,416 i3 722 302
d. Total 2,721 4,667 k4,239 1,182 1,482 1,310

8
Excluding foreign branches owing to deficiencies in data.

Source: See text of Appendix E.
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APPENDIX F

ESTIMATES OF MARKET VALUE OF CORPORATE STOCK

In connection with the preparation of statements showing the distribution of
different types of assets and liabilities among economic groups, need has
arisen for an estimate of the market value of stocks at benchmark dates, i.e.
for 1900, 1912, 1922, 1929, 1933, 1939, 1945 and l9h9. To fit into the
framework of this study these estimates should show separate figures for
common and preferred stock and, moreover, should distinguish between at least
the stocks of railroads, public utilities and all other corporations.
Astonishingly enough figures of this type, which are obviously of great
importance in all studies of national wealth and in long range investigations
in finance, are unavailable. There was not a single published estimate for
this period of even the total markét value of all corporate stock for any
date when these calculations were begun, except a rough figure for 1949 pre-
pared from Securities and Exchange Commission sources.l Even estimates for
1

See Hoffman, G. W., Character and Extent of the Over-the-Counter Markets,
p. 10. ' ‘

parts of the universe were rare anl never extended over the entire period to
be covered by this study or substantial fractions of it. This situation is
not the reflection of lack of primary material from which such estimates could
have been fashioned, but is apparently attributable to the reluctance to in-
vest the required time and effort, and to the necessarily hazardous nature

of some of thé calculations. Since the estimates of the market value of
stock, while of importance, are not crucial for this study, full exploitation
of the raw data available has not been regarded as justified and calculations

were generally stopped after the most important figures had been derived;
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or vhen it was felt that further refinement would not ?roduce significant
changes in the estimates; or sometimes simply when all the effort that could
be justified within the study had been spent on a specific aspect of the
estimates. Undoubtedly, even with the raw material within easy reach, a
better, and particularly a more detailed, estimate of the market value of
stock could be prepared. The one described in this appendix should, however,
be acceptable for the purposes of this study even if it does not satisfy
stricter requirements, |

1. Scope of Estimates.

The estimates measure, in principle, the market value of corporate stock

at certain benchmark dates. The concept of market“value is quite realistic
for a large propoftion of all stock, viz. tha® regularly traded on a stock
exchange or in the over—the—counterqmarket, although even here the assumption
must be made that the price for the relatively small quantities which are
actually traded can be used as the basié of calculating the market value of
the entire capitalization of a company. For stocks with no regﬁlar market
the concept is valid only by analogy; what is measured here is the price

that could be expected to prevail in the market if the stock were traded
there,

Because part of all corporate stock outstanding is held by other cor-
porations and financial institutions three different estimates are reguired.
The first includes all corporate stock outstanding; the éecond excludes a
corporation's stock held by any of its parents, subsidiaries or affiliates;
the third excludes any additional stock held by other (unaffiliated) cor-
porations as well as by financial institutions in non-corporate form such

as mutual insurance companies and mutual savings banks. The third estimate



F-3

thus measures the market value of the holdings by domestic individuals (in-
cluding personal trust departments), unincorporated business enterprises,
nonprofit organizations, governments and foreigners. This appendix deals
only with the derivation of the estimates of all corporate stock outstanding
and of stocks not held by other corporations. Material on the holdings by
financial institutions is presented in other‘parts of this study.
Separate estimates have been prepared for common and preferred stocks.

The industrial breakdown is, in both cases, rather limited, distinguishing
five grouﬁs:

a. Railroad stock

b. Bank stock

c. Stock of property insurance companies

d. BStock of investment companies

e. All other stock

Each of these groups has, at one or more benchmark dates, accounted for

at least 2 percent of total stock outside the corporate system. A further
breakdown of the "all other" group, which aécounts for between two-fifths
and four-fifths of the total, would have been possible, particularly for
the period from 1929 on. It was, however, felt that the work involved in
such a breakdown was too large to justify it. The more detailed figures,
while of considerable general interest, are not specifically required in
this study, as the stat;stics of holdings of stock by the major types of
financial institutions are likewise not detailed enough to permit a finer
breakdown than the one adopted here.

2. Methods of Estimation

The main characterisﬁic of the estimates presented in this appendix, which

probably would be shéred by any comprehensive estimate of the market value

;
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of stock over an extended period, is that they rule out exclusive reliance
on any one method, but require use of different approaches for different
sectors and consideration of the results of the different estimates in the
final estimates.r The following paragraphs present a summnary of the methods
of estimation that have been used. For the details of sources and methods,
however, reference to the individual tables is required.

a. Census method (Tables F-4 - F-T)

This method theoretically requires for each issue of stock information on the
number of shares outstanding and the market price at the benchmark date. Ac-
tually the method can be applied satisfactorily only for stocké listed on ex-
changes, and even there only for the later part of the period. ¥For the stocks
listed on the New York Stock Exchange, which account for one-third to one-
half of all corporate stock outstanding, a comprehensive figure of this type
is available annually since 1924%. Comparable figures could be derived also
for the period before the twenties from security manuals and gquotation lists.
To save time the figures have been approximated here'by determining the av-
erage price per share at the benchmark dates before 1929, and then applying
that average to the number of shares listed, the only comprehensive figure
easily available. The results of this calculation should not differ much
from the correct total, the Cowles Commission figures on the value of well
over 90.percent of common stock listed on the New York Stock Exchange, derived
‘issue by issue, furnishing a rather close check.

The Census method provides fairly firm ground for an estimate of the
market value of about one-half, and in recent years even more, of total stock
outstanding. On the other hand, it is without a solid basis for (a) part
of the stocks nét listed on an exchange; and (b) the proportion of inter-

corporate holdings included among the listed amounts before the 1940's.
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Estimation of the ratio between the market value of listed and unlisted stock
must remain of the roughest until a large amount of spade work is done. At
the moment the only estimate available is the one of Moody's putting the ratio
for 1930 at 2.5 for coﬁmﬁn and 1.8 for preferred stocks. It is not possible
without considerable further work to evaluate how good the estimate is even
_for its time, and there is no firmvground for Jjudging whether it is also
>applicable to dates twénty years Before or after. vAhy estimate applying
fhis ratio, or modifications which necessarily have té be based to a good
deal on judgment, is thus bound to contain a considerable margin of error.

b. Capitalization of dividends (Tables F-8 - F-11)

Theoreﬁically the multiplication of total diVidend payments by corporations
with a capitalization factor (the reciprocal of éﬁerage yield) promises
excellent results because the approach is comprehensive, because it produces
estimates both for all outstanding stock and for intércorporate holdings,
and because it can providé cénsiderable industrial detail. This approach

is based on the statistics of dividend payments and receipts by corporations

available since the 1920's in Statistics of Income,ﬁwhich have been carried

back to 1897 in A Study of Saving in the United States,* though with a

*Hereafter referred to as A Study of Saving.l..l For full citation see
Table C-9, note to line 6. :
considerable margin of error.‘ The main problem arising in this method is
the choice of the appropriate rate‘of capitalization, i.e. the ratio between
market value and dividend payments. »A seemingly small error in this rate
will lead to a very substantial difference, both in absolute and relative
Tigures, in the final estimates.
Direct information on the rate of capitalization ié available only

for listed and for certain groups of unlisted stocks. It is a great advantage
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of this method that an annual series of the rate of capitalization for al-
most all common stock listed on the New York Stbck Exchange has been pre-
pared by the Cowles Commission back to 1900 and beyond. Direct information,
however, is almost completely lacking on over-the-counter and unlisted stocks
except for scattered groups such as large banks and insurance companies

since 1929. Tt would be possible, given the necessary clerical resources,

to develop series for the yield of 6ver-the-counter securities, and to an-
alyze the data on listed and over-the-counter securities in such a way that
they would permit reasonably good estimates for unlisted securities of com-
parable character. This detailed approach has not been feasible here, and
the estimates of the capitalization rate for unlisted stocks are admittedly
rough, even though an attempt has been made to use all the scattered material
available, and though some new data have been developed, necessarily on a
small scale, for a few benchmark dates for some groups of stocks traded on
the over-the-counter market.

As the basic sources provide information on dividends received by core-
porations it is possible to make separate estimates of intercorporate hold-
‘ings, if it is assumed that the ratio 6f the market value of intercorporate
holdings to total outstanding capitalization is the same as that of divi-
dends received to dividends paid by all corporations or by certain groups
of corporations.

c. Ratio of market to book value (Tables F-12 - F-1l)

This method is not generally applicable as we lack statistics on both

book value and market value for large groups of corporations, although such
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figures could be derived for many of them without difficulty except the

expense involved.2 The method is best adapted to cases in which a reasonably

2

Information of this type is available for two recent dates -~ the estimates
of the Department of Economics of the McGraw Hill Publishing Company (Busi=-
ness Needs for Venture Capital, p. 58), and those of D. T. Smith (Corporate
Financial Policy, pp. 259-283). Both indicate that at the beginning and
middle of 1949 the market value of approximately 3 out of 4 issues was below
book value, but that the average ratio was close to unity., One might expect
this average relation to hide a correlation between size of corporation and
the ratic of market to book value, but closer examination fails to disclose
8 significant relationship.

élose relation between market value and book value (or some variant of it
like the so-called "liquidating valug“ of property insurance cqmpanies) may
be expected, i.e. primarily for stock of commercial banks, investment com-
~'panies and property insurance companies. In all these cases it is necessary
to select a sample of individual companies and to derive from it an average
ratio of market to book value which can then be applied to figures of the
book value of entire industries derived from their balance sheets. (This
method does not provide any information om the proportion of intercorporate
holdings.) An approximation to the strict method is, however, feasible on
a rather broad scale.‘ It consists of ‘dividing the dividend yield of a
group of corporations (such as the Cowles Commission and Moody's series}),
i.e. the ratio of dividends paid to market price, by the ratio of dividends
to book value of equity (stated value of common stock plus true reserves
plus su?plus) for as nearly comparable a group of corporations as obtainable -

generally from Statistics of Income. This division yields an approximate

‘ratio of book to market value if the two groups of corporations are reason-

ably simjilar and homogeneous

/' Dividends . Dividends _ Book Value
&Market Value ~ Book Value Market”value}.

hS
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d. Blown-up samples of individuals' stock holdings.

Methods a to c are all based on aggregates for all stocks outstanding or
for stocks of large corporations. An entirely different approach, however,
is possible by means of the use of information of stockholdings of samples
of individuals which can then be blown-up to’yieid estimates of stockholdings
of all individuals or certain groups of them. ‘Samples of this type are
provided by the Survey of Consumer Finances, particularly that for early
1950, and by estate tax returns. These methods, of course, yield estimates
only for the holdings of individuals, which can be compared with the figures
excluding intercorporate holdings derived by methods a to c only after add-
ing stockholdings administered by personal trust departments and nonprofit
organizations. The method also yields only one aggregate figure for all
stockholdings, without distinction of common and preferred stock and with-
out an industrial breakdown. This limitation is not inherent in the ap-
proach, but reflects limitations of the data now available.

(i) Estimate based on Survey of Consumer Finances (Table F-15)

In the Survey of Consumer Finances taken early in 1950 the respondents -
about 3,500 spending units selected in a way fo produce a representative
sample of all spending units in the United States - were asked the approxi-
mate value of their stockholdings. The replies indicated, when blow-up

to a national aggregate, holdings in publicly owned and closely held cor-
porations of $62 billion. The figures do not include stocks held by per-
sonal trust departments, which at that date aggregated approximately $20
billion. Total individuals'! Holdings of stock wduld thus have amounted to
slightly over $85 billion if some allowance is made for the holdings of the

institutional population and a few other small groups not covered by the Survey.
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There is good reason to believe that the estimates of assets - as well
as those for income and saving - obtained by the Survey are too low. In-
deed for liquid assets the understatement seems to amount to about two-

fifths (Federal Reserve Bulletin, 1950, p. 1585). If it is assumed that

approximately the same understatement has occurred in the case of corporate
stock, the estimates derived from Survey data would have to be increased
to about $85 billion excluding, and approximately $110 billion including

stocks held by personal trust departments and by nonprofit organizations.

(ii) Estimate based on estate tax returns (Table F-16)

Since estate tax returns, which broadly speaking cover all estates of $60,000
or more, include separate information on the market or fair value of cor-
porate stock, it is possible to use the returns as the source of an addi-
tional andvlargely independent estimate of the total value of stock held

by domestic individuals. For that purpose it is necessary to multiply the
value of corporate stock in estates by appropriate factors {inverse death
rates for different age groups of decedents) in order to arrive at an es-
timate of the value of corporate stock held by all individuals having gross
assets of $60,000 or more. This procedure requires a breakdown of estate
tax returns by age of decedent and a set of death rates appropriate to
people having éstates of $60,000 or more rather than to the general popu-
lation; and presupposes that the people of a certain age dying in a given
year may be regarded with respect to their estate as a random sample of

the living of the same age, As estate tax returns have been cross-tabulated
by age of decedents and by type of property only for 194k, this is the sole
year for which a direct estimate by this method can be made. This has been

done in A Study of Saving..., Volume III, Part III, which utilizes the
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unpublished detail of the Bureau of Internal Revenue data and includes the
necegsary discussion of sources and methods.

3

"For a short summary of methods and results see Mendershausen and Goldsmith,
"Measuring Estate Tax Wealth" in Studies in Income and Wealth, Vel., XIV.

In that study the value of corporate stock held by people having es-
tates of $60,000 or more in 194k is estimated at $59 billion, (Table E-62).
This figure, because of the nature of its derivation, presumably includes
holdings by personal £rust departments. Adjustment, however, 1s necessary
for the understatement customarily found in estate tax returns and for that-
involved in gifts in antidipation of death. Using an adjustment factor
o’/I" 13 Percent,LL the market value or fair value of corporate stock owned by
4

Based on Harris! study of audits of estate tax returas, "Wealth Estimates
as Affected by Audit of Estate Tax Returns", National Tax Journal, Dec. 1949.

people with estates of $60,000 and over can then be estimated at approx-
imately $70 billion for 19uk,

No equally detailed data are available for later years. It is known
that the value of corporate stock reported in estate tax returns filed in
1950 was 30 percent higher than the corresponding returns filed in 1945,
{These returns may be regarded as representing deaths in the years 194k
and 1949 respectively). This figure is only insignificantly reduced if
account is taken of the age distribution of decedents,which after 194k is
known only for total aésets and not for holdings of estate components such
as corporate stock. The value of corﬁorate stock in taxable returns, i.e.
those With gruss estates of $60,000 or more in 1949 may, therefore, be esti-
mated at about $90 billion provided tﬁera was po substantial change in

mortality of estate owners between 194k and 1949. However, the increase
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in stock prices during 1949 brings the estimated value of corporate stock
in estates with assets of $60,000 or more as of the end of 1949 to about

$100 billion.”

p)
All the preceding calculations have been based on the standard death rates
underlying the calculations in Volume III of A Study of Saving... In that

study consideration is also given to two other sets of rates which would
lead to estimates of estate tax wealth higher by about 9 percent and 23 per-
~cent respectively (see Table E-69). Hence, the figures in the text should
probably be regarded as minima.

In order to make this figure comparable with the other estimates of
domestic individuals'® stockholdings it is necessary to determine the pro-
portion of total stockholdings accounted for by estates of $60,000 or more.
The Survey of Consumer Finances permits the inference that at the beginning
of 1950 estates of $60,000 or more accounted for about 76 percent of all
corporate stock held by domestic individuals. This ratio, however, does
not take account of corporate stock administered by trust departments,
where the proportion in trusts of over $60,000 probably exceeded 76 percent.
There is, moreover, strong reason to believe that the estimates obtalned
from the Survey of Consumer Finances understate the value of stockholdings
(see previous subsection); and that the understatement is substantially more
important for the larger than for the smaller estates. If account is taken
of these two factors, necessarily in only a very rough and speculative way,
it would seem reasonable to assume that estates of $60,000 or more (in-
cluding trust funds of such size) actually account for 80 to 85 percent of
all corporate stock held by domestic individuals. bn that assumption the
valuz of corporate stock held by all domestic individuals ét the end of 1949

would have to be estimated, starting from estate tax returns, at a minimum
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of 5115 billion and more probably at from $120 to $125 billion.

(iii) Comparison and Selection of Estimates

Two estimates are available for the market value of all stock outstanding,
the one derived from the census method (incqrporating for certain categories
of stock estimates based on typical ratios of market to bo;kbvalues) and
that obtained by the cépitalization of dividends. Two additional methods
can be used for the end of the period, estate tax returns and data from
Survej of Consumer Finances. of these only the census method provides sep~
aréte figures for common and preferred stock and furnishes detail fof all
benchmark dates for stocks of railroads and several grbups éf financial
corporations,

Table F-17 shows that the estimates following the census and capital-
ization method are reasonably close for most benchmark dates; The differ-
ence, disregarding sign, averages only iO percent but is as high as 25 per;
cent in one year; | |

For419h9 thé six estimates for étock outstanding excluding intercorporate
holdings range from a low of $87 billion (Survey of Consumer Finances, un-
ad justed for under-reporting) to a high of $125 billion {upper limit of
estimate based on.estate tax returns). We may, however, disfegard or attach
only little weight to the lowest estimate, the unadjusted Survey estimate.

- The remaining five‘estimates then all lie within the range from $100 to
$125 billion. The censué method, with an estimate of $121 billion, is
fairly close to, though slightly higher than, the midpoint of this range.

There are only two recent cutside estimates ~ published after this
Appendix was prepared - with which our figures can be compared. The first
of these puts the value of stock outstanding, less permanent intercorporate

and less institutional holdings (the latter excluding personal trust funds)
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at $170 billion at the end of 1952.6 The second estimates individuals!

6
I. Friend, Fortune, March 1953, pp. 107-109.

holdings - which conceptually should be equa;.to these of the first estimate
or almost so - at $175 billion for the same date.! If these two estimates
7

I. Friend and V. Natrella, Individuals' Saving: Volume and Composition,
1954, p. 29.

are adjusted for net new issues and stock price increases during 1950, 1951
and 1952 they point to values of approximately $115 and $120 billion, respec-
tively, at the end of 1949 for individuals® holdings of stock. These figures
compare with an estimate of $121 billion by the Census method, which is
likewise limited to stock held by individuals either directly or indirectly
in personal trust funds. The two sets of estimates thus seem to corroborate
each other, but their common level may nevertheless deviate not negligibly
from the (unknown) true value.

On the basis of these comparisons the decisicn was made to adopt the
Census method estimates as shown in Table F-l. Wnile certainly subject to
further improvement, and possibly slightly on the low side, they have the
advantage of being available at all benchmark dates; of showing more detail
than any of the other estimates; and of being compatible with other inde-
pendent estimates which are worthy of consideration after allowance is made
for the shortcomings of the variousimethods.

While no other estimates have been found of the market value of all
corporate stock before 1949 there are a few estimates close enough in :cever-

age or method to Jjustify at least mention and discussion of their relationship
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8

to estimates developed in this Appendix.

8 " . -
The estimates of outstanding securites for 1905 by Charles G. Conant (ggg
World's Wealth in Negotiable Securities), and for 1910 by S5.S. Pratt (ggg
Work of Wall Street) are omitted from the discussion since they are based
on par or book rather than on market values, and no adequate description of
sources and methods has been found.

The first of these are the estimates prepared by King for each year
from 1908 to 1925.9 They cover nine-majordindustries {factories; mines,

9
The National Income and Its Purchasing Power, pp. 20k ff. and 225 ff.

quarries and oii wells; railroads; pullman; express; street railways; elec-
tric light and power; telephone; and telegraphs), and thus omit trade, serve-
ices, construction, agriculture and all financé. It is not possible to say

' how large the omission is in terms of market value of stock outstanding.

In 1926, the earliest year for which information is available, the omitted
industries accounted for 31 percent of the book value of the stock of all
corporations covered by the tabulatiohs'of the Bureau éf Internal Revenue,
and probably for a somewhat smaller proportion of total market value, On
the other hand, the figures include estimates for the equity of unincorporated
business enterprises in manufacturing énd mining. Although the figures are
not given separately they can be approximated on the basis of King's state-
ment that the figures for corporations alone were raised "..... on the
basis'of the number of employees working for corporations and for individual

entrepreneurs, as shown by the reports of the Bureau of the Census SR

10
King, Op.cit., p. 205.
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Using the relevant Census figures it is found that the estimates for 1909
should include an allowance of about 24 percent for unincorporated business
enterprises in manufacturing and mining; those for 1919 one of 13 percent;
and those for 1929 one of 10 perceﬁt. On the assumption that the ratios
followed a straight line between Census dates the amount of equity of
unincorporated business enterprises included in Kings's estimates would

be close to $5 billion both in 1912 and 1922, When the two adjustments,
which tend in opposite directions, are démpared it appears that for the
twenties the value of stock of corporations in the industries omitted fram
King's estimates is considerably higher than the equity of unincorporated
business enterprises in manufacturing and mining which is included. Before
World War I the two deviations from coverage of all corporations would

come considerably closer to cancelling. Since the estimates are described
as referring to stocks "in the hands of individuals" it must be assumed that
all intercorporate holdings are excluded. On this basis the following com-

parison is obtained:.

Estimated value (billions of dollars) Percentage

King ratio of

Original Adjusted This Study (3) to (2)
(1) (2) (3) (4)
1012 36.7 40.0 31.5 79
1922 51.4 65.0 50.0 86

The comparison shows that the estimates of King are higher than those
of this Appendix by about one-fifth in 1912, and by about one-seventh for
1922. Reconciliation or exploration of the reasons for the discrepancy
is hkardly possible since King has limited himself to a very brief and
general description of how the estimates were obtained. In particular no

breakdowvn is given into securities listed on exchanges, traded in the
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over-the-counter market and held closely which alone would permit an eval-
uvation of the differences between the two estimates.

The sécoﬁd set of estimates available are those of Moody's Investors
Services which cover all stock issues listed in their Manuals. They are
available for 1916, 1920, and 1923 to 1.9‘2'81;L and provide separate figures

il -

An isolated estimate of the total market value of listed and uplisted stocks
of railroad, utility and industrial companies mede by Moody's for 1932 (Moody's
Manual of Industrials, 1933, P. a 107) shows the value to be about $55 billion
of which $40 pillion in common and $7 billion in preferred stocks. This
estimate does not include stocks of banks, insurance companies, and other
financial organizations.

for about half-a-dozen industries. They are described as "designed to find
the approximate true value of all the stocks ..... owned in the United States”,
and as representing "the amoﬁnt of securities in the hands of the American
people”. There is thus no certainty that they include intercorporate hold-
ings. Probably, however, issues anéd entirely by other corporations, as
they are common in holding company systems, are not included since they would
either not be listed in the Manuals or no market price would be available.
The estimates obviously also exclude all closely held stocks and probably
many smaller issuesvtraded only occasionally in the over-the-counter market.
“Furthermore, the proportion of coverage of the Manuals has inereased as
time went on. It is, unfortunately, not clear whether the figures are uni-
 formly based on the year-end or average market prices or whethér the basis
of valuation has varied among issues.

Moody's estimateé are compared with those developed in this Appendix
and those of King in Tables F-18 and F-19. &Since Moody's figures cover only
a fraction of all stock outstanding they cannot provide a check on the level

of the estimates developed here. They may, however, be used for a comparison
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of movements during the twenties. From 1922 to 1928 Moody's estimates in~
creased by about 150 percent. This compafes with an increase of nearly 165
percent in the estimates of this study between 1922 and the end of 1929 when
stock prices were about 10 percent lower than they had been a year earlier,
but about the same as the 1928 average. Irrespective of exactly ﬁhich prices
were used in Moody's compilations, the increase between 1922 and 1928/29 is
therefore substantial, though not radically larger in our estimates, partic-
ularly if it is assumed that the percentage of all issues in the Manuals
increased over this period. While a comparison for the earlier period is
difficult since Moody‘s figures are available oﬁly for 1916 and those of
'this Appendix for 1912, it would appear that the difference in moveument was
in the same direction as during the twenties, i.e. that Moody's estimates
. show & smaller increase than ours. (This may reflect shortcomings in the
one or the other of the estimates; or, less likely, & sharper increase in
the prices of stock not included'in the Manua;s).

L, come Findings

a. Structural changes in the value bf stock

BEconomists? interest in estimates of the market value of stock stgm mostly
from the fact that such figures reflect the market's valuation of the eguity
of the various branches of the corporate economy and thus of the bulk of the
business economy of the country.

(i) Share of main industries.

Looking at the distribution of the total market value of all corporate stock
among various branches of the economy, as it is shown in Table F-1, the
outstanding feature is the decline in the proportiop of aggregate corporate

equity accounted for by railroads and banks and the corresgponding increase
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Table F-1
Distribution of Market Value of Stock. Outstanding by Major Industry

 (percent)

1900 1912 1922 1929 1933 1939 1945 1949

1. Railroads \ 39 26 10 6 5 b L 3
2. Banks \ 18 1+ 1k 9 k6 6 5
3. Property insurance compa;ies 2 1 2 | 2 | 2 3 2 3
4. Investment companies . . 0 1 1 1 2 2
5. All other | b1 59 7k 82 88 8 8 87
5.a Public utilities ,7 7 5 11 10 12 9 10

6. Total » m 100 100 100 100 100 100 100 100

Source: Based on absolute figures obtained as follows:

Line 1 : Figures for 1900, 1912 and 1922 derived by multiplying the
par value of railroad stock as reported in Statistics of
Railways,1947, p. 158, by the ratio of market value to par
value for common and preferred stock. These ratios calculated
from a sample of market and par value quotations in the
Commercial and Financial Chronicle. Estimates for 1929-1949
from Taple F-3, line 9. '

Line 2 : From Table F-12, col, 2
Line 3 : From Table F-13, col. 3
Iine 4 : From Table F-llk, line 1.

Line 5 : Line 6 minus sum of lines 1 - k4

Line 5a : Sum of market value of stock of electric and gas utilities

e (Table ¥-11, col. 3) and of American Telephone and Telegraph
Company obtained by multiplying number of shares (1900-1929
Investigation of the Telephone Industry in the United States,
Report oif the FeGeral Communications Commission, 1939, Table 69,
p. Lh2; 1939-15+9 Moody's Puvlic Utilities) by market price on
the New York Stock Zxchenge as reported in the Commercial and
Financial Charonicls. Since estimate for electric and gas
Gtilities is Gerived by capitalization method line 5.2 is not
exactly comparable to other estimates wunderlying table.

Line 6 : From Tuhls P-4, line 1.
=ine o0 &
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in the share of manufacturing and mining. The change is wost spectaculaxr
for railr.ads. In 1900 railroad stock represented nearly L0 percent of
the 4otal equity of all corporations. This reflected the Tact that the
railroads had been the first industry in which large-scale corporate enter-
prise developed and the industry the growth of which had diminated the
country's economic development during a large part of the 19th Century.
By 1922 the share of railroads in total corporate equity had declined to
10 percent and by 1949 it had become almost insignificant - a mere 3 per-
cent. The continuous and sharp decline in the share of railroads reflects
up to 1929 primarily the slower growth in the value of railroad stock, but
since 1229 mostly an actual decline in the market's valuation of the equity
of railroads. Comnercial banks have also shown a definitely declining
trend, but the movement and its reasons have been somewhat different from
the rajlroads. In 1900 bank stock represented nearly one-fifth of total
equity in corporations and at that time constituted the most important
single type of eguity investment next to railroad stock. At the end of
1929 bank stock, however, had declined to less than one-teath of total eg-
4ity in corporatioﬁs, the decline reflecting both the slower growth in bank-
ing compared to other industries and & less precipitous rise in bank =tock
prices, except for some speculative favorites, than in the stocks of non-
financial enterprises. From 1933 on bank stocks have represented not much
oveyr 5 percent of total corﬁorate equity as their prices have never made
up, cospared to other equities, fux the particularly sharp decline they
sulfercd during the Great Depression.

The increase is thus concentrated - disregarding the two relatively

small groups of property insurance and investilent companies -~ in the
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miscellaneous group which is dominated by the stock of manufacturing‘éor-
poratiéns. In 1900 this grdup accounted for 40 percent of the market value
of all corporate equity. By 1912 its share had already risen to nearly 60
percent, and by 1922 it exceeded 70 percent. From then on the incresse has
necessarily been less rapid, but 4t apparently has been continuing though

at an irregular pace. Since the thirties this group has generally repressnted
slichtly more than 80 percent of total market value of all stock outstanding
including utilities and approximately T0O percent without them. The group'é
share in total corporate equity exclusive of intercorporate holdings may be
slightly lower than its share in all stock outstanding, because the extent
of intercorporate holdings is probably relatively larger in this group than
among some of the other groups, particularly railroads, banks and property
insurance companies,

There are at least four reasons for this spectacular increase in the
share of manufacturing and miscellaneous corporations. First, manufacturing
and mining have grown more rapidly than railroads, most of the utilities,
and banks. Secondly, within manufacturing and mining, as well as within
trade and service which are also included in this group, the share of cor-
porations has risen considerably; in manufdcturing, for instance;, it has
increased from 7O percent around the turn of the century_to over 95 percent
since the thirties. This factor obviously has not been at work in the rail-
roads, utilities, banking and insurance, industries which glways have been
operated almost exclusively in corporste form. Thirdly, the differential
in profitability between manufacturing and mining, on the one hand, and
railroads, utilities and banks on the other, apparently has been increas-
ing over the last fifty years, ﬁartly due to the fact that the latter three

industries are effectively regulated in their earning power. Fourthly,
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L4

the differential in the rate of capitalization has decreased as "industrials
mﬁtured as investments and sold at yields less and less above those pre-
vailing for railroads, utilities and banks..

(1) Stock traded on New York Stock Exchange

There may also be some interest in following the proportion of all stock
listed on the country's dominating securities market, the New York Stock
Exchenge. In 1900'approximateiy 35 percent of all stocks outstanding were
listed on the New York Stock Exchange and this proportion was maintained
through the twenties. From then on, however, the New York Stock Exchange
has accounted for an increasing share of all corporate stock, the propor-
tion fising to 45 percent in 1933, and appro#imately 50 percent in 1939 and
1949. This movement is the result of various contrasting trends. On the
one hand there is the tendency for more and more corporations to have their
securities listed on the New York Stock Exchange. The decline in the rel-
ative im@ortance of bank.stoéks which are not listed there has worked in
the same direction, but only until the early 1930's. On the other hand,
the decline in the share of railroad stocks has tended to reduce the
proportion of corpbrate equity traded on the New York Stock Exchange, but
this tendency\obfiously has not been strong enough to offset those making
for a rise in the sharé listed. Differential price movements - a sharper
rise and a less pronouﬁced decline for listed stocks - may, of course,

have played a role, but ﬁnfortunately'not enough is known about them to
assess tﬁeir importance.

b. Relation of Value of Stock to National Assets and Wealth

As the equity of corporations is one of the main components of national

asscets and wealthl? there is obviously reason for a comparison

2
For a definition of these two concepts and some problems involved in their
rise, see Chapter II of the main text.
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between the market value of stockand either total national assets and
wealth or a part of it like business or private wealth. Such a comparison,
however, encounters considerable difficulties. The market value of cor-
porate stock is essentially the resultant of the capitalization of ex~-
pected dividends and earnings. Estimates of national wealth are also often
presented as approximating market values which, in turn, are supposed to
reflect capitalization of expected net incomes, but in practice they rarely
adhere closely to such concepts. In particular,business enterprises and
corporations are usually represented in national wealth or assets by some-
thing like the replacement cost of their tangible assets, their intangible
assets and their liabilities cancelling in national conéolidation against
liabilities and claims of other groups of economic units. The wealth and

asset estimates of A Study of Saving... used here are specifically based

on consistent use of replacement cost in the sense of depreciated orig-
inal cost adjusted for differences between the Price level at the time the
original investment was made and the date of the wealth estimate. When

we relate the market value of corporate stock to estimates of the current
value of national wealth or assets we are, therefore, actually comparing
results of basically different methods of valuation. In the very long run,
"it is true, the results of these two methods are not likely to diverge
drastically. For shorter periods, and even for decades, the differences
may, however, be very large and they actually have been substantial. A
comparison of the market value of stock with estimates of the current value
of mational wealth or of national assets, therefore, does not measure the
share of corporate equity in national equity or national assets, but rather

provides an indication of the paralxelism or divergence of movement of
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significant indicators of wealth or assets of the nation with those of an
important component.

Even when these limitations are borne in mind there may be some interest
in noting from Table F-2 thaf the ratio of market value of corporate stock
(excluding intercorporate holdings) to national wealth is not much higher now
(1952) than it was at the beginning of the century - fully one-seventh now
against fully one-eighth then. This increase is remarkably small if we re-
call that Quring this period the share of corporations in total business
w217z increased comsiderably, possibly from as little as 50 percent to
abou’ 80 percent. Hence, the proportion of total business equity to national
wealth, assuming unincorporated business enterprises to have been valued on
the same principles as the stock of corporations apparently failed to in-
crease and may even have declined slightly from the beginning to the middle
of this century. This statement, however, is affected by the low level at
which corporets dividends or earnings are now (1952) being capitalized, partic-
ularly in comparison to the pure rate of interest. This situation may not
last. Hence, the proportion of corporate equity to national wealth may
well increase unless corporate earnings should decline considerably com-
pared to national income.*

Apart from the slow upward trend in the ratio of corporate equity to
national wealth one feature of Table F-2 is worth notice, the high level
of the ratios in 1945 and particularly 1929, These, of course, were years
in which stock prices were relatively high both in comparison to the imme-
diately preceding and following years and Eh.relation to corporate dividends
and earnings. The exceptional situation of l§é9_is evident even theough it

is understated in the table since this is based on the prices at the end

*
Cf. footnote 1 to Table F-2.
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‘Table F-2
. . - A .
Relation of the Market Value of Corparate Stock to
National Assets and Wealth; Selected Dates 1900 to'l9h9

Market value of corporate stock

Natioenal NatiOnél excluding intercorporate holdings

assets wealth ~ Amount - Percentage ratio to
_ (billions (billions (billions National National
Year of doliars) of dollars) ‘of dollars) assets wealth

(1) (2) ) () (5)

1900 160 88 12,0 107 7.5 13.7
1912 310 165 31,5 209 10.2 19.1
1922 650 33k ' 56.0 507 8.6 16.8
1929 980 439 wi.s 1595 1 32,2
1933 730 330 58.5 639 8.0 17.7
1939 880 396 76.0 ©.° 8.6 19.2
1945 1,560 571 119.5 1531 T.7 20,9
1949 2,020 898 121.0 6.0 13.5
1952 2,500 1,200 180.0 T.2% 15.0%

The Share of Financial Intermediaries
in National Wealth and National Assets,
by Raymond W. Goldsmith (National
Bureau of Economic Research, Occasional
Paper 42, 1954), p. 97.

Source: Columns 1 and 2 - 1900-1949

© 1952 + @oldsmith, "The National Balance
Sheet of the United States," Income
andeealth, Series IV, 1955, p. 30L.
Column 3 - 1900-1949 : From Table F-L, line 16.
1952 H Rbugh estimate based on movement of

stock price index and net new issues.

Columns b4 and 5 - 1900-1952 ; Col. 3 divided by cols. 1 and 2.

8 .
1955 postscript: The ratio at the end of 1955 is in the neighborhood of
* 9 percent for col. L and of 19 percent for col. 5.



F-25

of the year. At the peak, September 1929, the share of corporate equity
in national wealth, viewed as the replacement cost of tangible assets, would
have been at the unprecedented level of about 4O Percent, more than twice
the ratio for any other benchmark year.

The picture is similar in its main outlines for the ratio of the mar-
ket value of stock to the aggregate current value of all types of assets
(excluding intercorporate holdings); a ratio which is conceptually simpler
than that between the market value of stock and the replacement cost of
tengible assets, i.e. national wealth. This ratio shows no secular rise
whatever over the past fifty years,being slightly in excess of 7 percent
both in 1900 and 1952. Except for the peak of the late 1920%s the ratio
has moved within the range of 6 and 10 percent without showing any long-

term movement upward or downward.

c. Relation of market value to book value of stock

1t is well known that the market value of corporations, if regarded as ad-
eguately represented by thé product of the number of shares outstanding and
the price per share, deviates upward or downward from the book value - i.e.
the stated value of the stock plus surplus plus true reserves - if only
becuuse book value is based on depreciated original cost of tangible and
| intangible assets and, therefore, does not reflect changes in the price lev-
el. It is also known that market values are much more volatile than book
’lvalues.'.To what extent this has been the case in this country can be seen
in Table F-3 for the period from 1929 to 1949,

For all corporations taken together market value has been below book
value as shown in the balance sheets submittéd to the Bureau of Internal

Revenue except in 1929 and 1945, even though book value includes only small
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Table F~3

Ratio of Market Value to Book Valué of Corporate Equity
By Major Industrial Groups

End of year 1929 1933 1939 1945 1949
All Corporations
1. Market value ($ vill.) 177.9 73.8 95.0 147.2 148.5
2. Adjusted book value ($ b:1l.) 180.8 125.0 138.7 170.1 252.7
3. Book value ($ piil.) 165.0 127.6 129.0 1L3.5 198.3'
h..Ratio of market value to
adjusted book value {percent) g8.k 59.0 68.5 86.5 58.8
Iviistrial and Miscellaneous
5. Market value {$ vill.) 1bs.7 ék.2 81.8 125.9 129.0
6. Adjusted book value {($ bill.) 148.h 102.6 112.9 134.1 208.8
7. Book value ($bill.) 135.8 1ok.6 105.6 11k.3 | 16h.4
8. Ratio of market value to
adjusted book value (percent) 98.2 62.6 72.5 93.8 61.8
Railroads
9. Market value ($ vill.) 10.6 3.9 3.4 6.4 L.6
10. Adjusted book value ($ pill.) 18.6 13.9  15.3 1.6 26.0
11. Book value ($ viLl.) 15.4  1k.5 12.9 .8 16.0
12. Ratio of market value to
ad justed book value (percent) 57.0 28.1 22.2 29.6 17.8
Banks, Property Insﬁrance and
Management Investment Companies
' 13. Market value ($ viil.) 21.6 5.7 9.8 15.0 15.1
1%, Book value {($ biil.) 13.8 8.5 10.5 1k 17.9
15. Ratio of market value to
book value {percent) 156.5 67.1 93.3 1lok.2 8h b4
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Notes to Table F-3

Line 3 adjusted for the difference between replacement cost of
fixed depreciated assets and the figures as given in Statistics
of Income which are substantially on a book value or original
cost basis. The ratio of replacement to original cost of private
nonfarm plant and equipment for the various years was derived
from A Study of Saving...,Vol. III, Tables W-l1 and W-5. (Also

Market value of railroad stock listed on the New York Stock Ex-
change given for 1929 in Annual Repcrt of the President of the
New York Stock Exchange, 1930; 1933 New York Stock Exchange
Bulletin, Jan., 1934, p. 2; 1939-1949 All Stocks Listed on the
New York Stock Exchange as of the Close of Business, Dec. 31,
1939, Dec. 31, 1945 and Dec. 31, 1949, increased by 5 percent
on the basis of the figure for the market value of over-the-
counter railroad stock as given by Butters, Thompson and
Bolllnger in Effects of Taxations: Investments by Individuals,

Line 11 adjusted by same procedure as described in line 2.

Statistlcs of Railways, l9h9, p. 153. (The unconsolidated book

Line 15

Sunm of Table F-12, col. 2, Table F-l3{ col. 3 and Table F-1ll,

Line 1 : From Table F-4, line 1
Line 2
see Table W-T.)
Line 3 ;' Statistics of Income, various issues.
Line b : Line 1 divided by line 2 "
Line 5 : Line 1 less lines 9 and 13.
Line 6 : Linme 2 less lines 10 and 1k.
Line 7 : Line 3 less lines 11 and 1k,
Line 8 : Line 5 divided by line 6.
Line 9
p. 4Ok,
Line 10 :
Lipne 11 +
' value of railroad stock).
Lipe 12 : Line 9 divided by line 10.
(Line 13 :
" line 1.
Line 1k :

Sum of Table F-12, col. 1, Table F-1l4, lines 2, 3 and 7 minus
9, and estimate of book value of stock of‘property insurance
companies based on flgures given in Spectator Insurance Yearbook.

Y

" Line 13 divided by line 14,
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allowances for Patents, goodwill and similar intangible assets. At the

end of 1929 market value was slightly less than 10 percent higher than
book value. . It is only at the peak of the stock market boom of the twen-
ties that the market value of all corporate stock was substantially above
its book value. The Great Depression, of course, reduced market value to
a fraction of book value - about three-fifths in 1933. From this low point
the ratio moved up tc another high so that market and book value were about
equal in 1945. By 1949 it was down again to 75 percent, as the market val-
ue was about the same as in 1945 while book value increased by almost two-

fifths in the four years 1946 to 1949.13

13

It will be recalled that for stocks listed on the New York Stock Exchange
aggregate book and market values in 1949 were approximetely the same (p. F-7).
The difference in the totals for all corporations must therefore reflect,
except for errors in estimation, a considerable excess of book values over
market values (or the statistical approximations to them) for the other
half of outstanding stock not listed on the New York Stock Exchange.

These figures overstate the rémio between the market and book value as
the book value figures should be aijusted in such a way that tangible assets
are not entered at their original but at their replacement cost. In.that
case - and the adjustment téﬁﬁ‘répiécéméﬁf Cost-basis ‘can be made only, crudely-
"market value is slightly below adjuéted 5ook value in 1929 and less than
/60 percent in 1949. In other words,#n 1949 a dollar of corporafe equity,
valued at depreciated original cosftfhough adjusted for price changes,
sold in the market for slightly moré»than 50 cents, and a éimilar relation
still held in 1952. This, at least;‘is the picture which presents itself
on the basis of market values which are always established on the basis

6f.transactions involving only small; fractions of total capitdliiatiOn.

When .large, and particularly controjling, blocks of stock of a corporation
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change hands the prices are often substantially higher.

The relationships just set forth, of course, hold only for all cor-.
porations taken together. There are naturally many corporations whose
stock sells for more than its book value. Table‘F-3,,however, shows
that market value is below book value not only for relatively declining
industries such as the railroads, or for industries whose stocks are
relatively out of favor like commercial banks; but also for the miscel-
laneous group which includes and largely consists of the stock of large

manifacturing corporations, by number undoubtedly the majority.
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Notes to Table

1900

1912 and 1922

1929

1933, 1939
and 1945

Lines 1
to 18

Lines 1

to 15

Lines 16

to 18

Lines 1
to 18

Line 10

..

as
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From Table F-T.

Sources and methods are similar to those used
in éeriving the .estimate for 3900.

Derived from lines 2 and 3 respectively by
deducting between 15 and 17.5 percent for
common and preferred stock on basis of rela-
tionship for 1900 and 1929.

From Teble F-5.

Sum of lines 4 and 12 to 15.

Based on lines 5 and 6, 12 to 15. Lines 131'.
and 14 are assumed to contain only negligible
amounts of preferred stock. '

Sum of lines 7, 10 and 11.

Bzsed on lines 7, 10 and 1ll.

From New York Stock Exchange Yearbook, various
issues; New York Stock Exchange Bulletin,
mimeographed statement All Stocks Listed on
the New York Stock Exchange, as of the Close
of Business, December 31, 1939, and December
31, 1955 issues. Figures include, as do those
for 1900 to 1929, small emounts of stocks of
foreign corporations, e.g. 2 percent in 1922
and 1929.

1933 estimated on the basis of the change in
the relationship between the market value of
stock listed on the New York Curb Exchange
and tihe market value of stock listed on the
New York Stock Exchange between 1930 and 1936.
(See New York Stock Exchange Yearbook, 1930,
193k, 1937; Report of the President of the .
New York Curb Exchange, 1937-38); 1939 and 1945,

as reported in the mimeographed statistical
tabulation issued by the New York Curb Ex-
change.
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Notes to Table F-4 (cont.)

1949 -

Line_ 11

Line 12

Ling 13
Line 14
Line 15

‘Line 16

Lines 17

and 18

Lines 1
to 18

Based on the change in the relationship between the
unduplicated market value of stock listed on the New
York Stock Exchange and the New York Curb Exchange
and other Exchanges between 1929 and 1949, (see Tables
F-5 and F-6). -

Based on the change in the relatidnship betwéén the mar--
ket value of unlisted stock and the market value of
stock listed on the Exchanges between 1929 and 1949,
(see Table F-5 and F-6).

From Table F-12, col. 2.

From Table F-13, col. 3

From Table F-1h4, col. 1

Sum of lines 17 and 18.

Derived from lines 2 and 3 respectively by deducting
between 20 and 18 percent from common and betwsen 25
and 24 percent for preferred stock, the ratios assumed

for 1929 and 1949.

From Table F-5.
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Table F-5

Estimate of the Market Value of Stock Outstanding, Census Method, End of 1949

$ billion.
1. All stock outstanding 148.7
2. Common 133.7
3. Preferred 15.0
L. B8tock traded on Exchanges 91.6
5. Common 81.6
6. Preferred 10.0
T. New York Stock Exchange 76.3
8. Common 68.3
9. Preferred 8.0
10. New York Curb Exchange 12.2
1l. Common 10.5
12. Listed 2.1
13. Unlisted 8.4
1k, Preferred 1.7
15. Listed 0.8
16. Unlisted 0.9
17. Regional Exchanges 3.1
18. Unlisted and unregistered stock of corporations, excluding
' banks and investment companies, with 300 or more
holders and assets of $3 million or more. 19.0
19. Unfegistered stock of corpofations, excluding banks and
investment companies, with 300 or more holders and
assets of $3 million or more. 12.0
20. Nonfinancial 11.0
2l. Financial ' 1.0
22. Unregistered stock of nonfinancial corporations,
excluding banks and investuwent companies and
closely~held corporations, with less than 300
holders and assets of less than $3 million. 5.0
23. Unregistered stock of closely-held .corporations 25.0

2k. Bank stock , 8.2
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Table F-5 {cont.)

25. Stock of property insurance companies

26. Stock of management investment companies
27.  Common
28. Preferred

29. All stock outstanding excluding intercorporate
. holdings

30. Common

31. . Preferred .

§ billion
4.2

2-7 o
2.5
0.2

121.0
109.5
1i.5

(notes on. rext page)
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Notes to Table F«5

Line 1

Line 2

" Line 3

;;;;;

Line 19

Line 20

Line 21

Line 22

Line 23

(1]

e

(1]

(13

1]

.

(2]

L 1)

L 1)

Sum of lines 4, 19, 22-26. Does not include stock of wholly-

owned subsidiaries.

Line 1 minus line 3.

Lines 6 and 28 plus estimate Of preferred stock included in

lines 19 and 23 (approximately $5.0 billion). This figure com-
pares with the bock value of preferred. stock of $15.4 billion
in 1949, as reported by the Bureau of Internal Revenue (Release

§-3079, June 20, 1952)..

Sum of lines T, 10 and 17.

Sum of lines 8, 11 and rough allocation of line 17.
Line 4 minus line 5. |

From mimeographed statement ALl Stocks Listed on the New York
Exchange as of the Close of Business, December 31, 1949

From mimeographed statistical tabulation issued by the New York
Curb Exchange, January 1950. : '

Lines 7 and 10 multiplied by average of ratio of unduplicated
listings on New York and regiomal Exchanges for end of 1948

and 1950 (Securities and Exchange Commission, 15th Annual Report,
P. 37; l7th Annual Report p. 31). :

From A _Proposal to Safeggard Investors in Unregistered Secu~
rities; Supplemental Report to Congress, Securities and Exchange
Commission, 1950, pp. 17-19. '

Line 18 minus lines 13 and 16 (adjusted for holdings of unlisted
by listed companies, particularly Humble 0il and Refining Com-
pany and Creole Petroleum) and part of line 25.

Line 19 minus line 2L.

Rough estimate. About one-half of total is accounted for by
Christiapa Corporation.

Rough estimate, guided by listings in security manuals and
number of issues traded in over-the-counter market. (See

Hoffmen, Character and Extent of Over-the-Counter Markets,
pr. 1, 21).

Rough estimate. See Table F-15.

i
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Notes to Table F-5 {cont.)

Line 2k
Line _25

Lines 26,

7 and 28

Line 29

Llne 30

Live 31

From Table F-12, col. 2.
From Table F-13, col. 3.

From Table F-1k, col. 1, 2-4 and 8 respectively.

Sum of line 30 and 31.

Line 2 less allowance for intercorporate holdings estimated for
stocks traded on exchanges at 18 percent of outstandings on
basis of distribution of shareholdings by ownership shown in
Kimmel, Share Ownership in the United States, pp. 64, 66 and

at a somewhat smaller percentage {or other stock.

Same method and sources as for line 30 except_ratio for.stock
traded on exchanges is estimated at approximately 24 percent.’



1.

2.

3.

L,
5.
6.

IC
8.

9.

lo.
11.
12.

13.
1h.

16.

17.
18.

19-
20.
2l.

22,
23.
2k,

250
26.

27.
28.
29.

F - 36
Table F-6

Market Value of Stock Outstanding, Census Method, End of 1929

All stock outstanding
Common
Preferred

All nonfinancial stock outstanding
Common '
Preferred

Stock listed on exchanges
Common ‘
Preferred

New York Stock Exchange
Common
Preferred

New Ybrk Curb Exchange
Common
Preferred

Regional Exchanges
Common
Preferred

Unlisted nonfinancial stock
Common
Preferred

Bank stock
Stock of property insurance companies
Stock of management investment companies
Common
Preferred
All stock outstanding excluding intercorporatg holdings

Common
Preferred

billion

177.9
159.5
18.4

156.4
138.7
7.7

107.9
9.2

13.7
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Notes to'Table’F~6

Line 1

[
*

0

o0 se »e

Sum of lines h; 22, 23 and 24.
Sum of lines 5, 22, 23 and 25.
Sum of lines 6 and 26.

Sum of lines 5 and 6.

Lines 11 and 12 multiplied by ratios of all nonfinancial
common and preferred stock, respectively, to common and pre-
ferred stock listed on the New York Stock Exchange. These
ratios are based on estimates reported in Moody's Manual of
Investments, Industrial Securities, 1933, pp. al06 and aliOf.
Moody's ratios were derived by relating the book value of
common and preferred stock listed on the New York Stoc Ex-
change to the unduplicated book value of all common and pre-
ferred stock reported in corporations' balance sheet data by
the Bureau of Internal Revenue, undoubtedly a very hazardous
procedure which may easily overstate the relative market val-
ue of unlisted stock. Moody's loec. cit. also reported the un-
duplicated market value of common and preferred stock listed
on 23 Exchanges, including the New York Stock Exchange, at the
end of 1930. When these two sets of estimates are compared;
they yield an unreasonable residual estimate of the market
value of unlisted nonfinancial common stock. To adjust for
this, the ratios, as reported in Moody's op. cit. were mod-
ified slightly.

Based on the relationship between the market value of stock
listed on 23 Exchanges, including the New York Stock Exchange,
and the New York Stock Exchange at the end of 1930, as re-
ported in Moody's op. cit.

Moody's loc., cit.
Same as lines 7 to 9

Line L léss line 7.
Line 5'less line 8.
Line 6 léss line 9,
From Table F-12, col. 2.

From Table F-13, col} 3.
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Notes to Table F-6 {cont.)

Lines 24 ': From Teble F-14, col. 1, 2-k and 8 respectively.
to 26

‘Lines 27 : Line 1 less intercorporate holdings estimated on basis of
to 29 1949 relationship at about 20 percent of cutstanding for
common and 25 percent for preferred stock as shown in lines
1 to 3 which do not ine¢lude part of stock of wholly-owned
subsidiaries. ' .



‘ CF-39

Table F-7

Market Value of Stock Outstanding, Census Method, End of 1900

'billion
1. Total stock outstanding 13.5
3. - Preferred 2.8
L. Stocks listed on the New York Stock Exchange 4.8
5. Common : 3.5
6. Preferred 1.3
7. Unlisted nonfinancial stock® - 6.0
8, . Common 4.5

9. Preferred 1.5
10. Bank stock -
11, Stock of property insurance companies 3
12. All stock ocutstanding excluding intercorporate holdings 12.0
13. Common : 9.5
14. Preferred 2.5

a
Includes stock not listed on the New York Stock Exchange except stock
of banks and property insurance companies.

(source notes on next page)
o A

P e
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Notes to Table F-T

Line 1 . : Sum of lines 2, 3 and 1.

|

Line 2 ¢ Sum of lines 5, 8, 10 and 11.

Sum of lines 6 and 9.

t
E.
o
S
.

Line L : Number of shares listed om the New York Stock Exchange, as
of January 1, 1901, (New York Stock Exchange Yearbook, 1951),
mzltiplied by the unweighted average price of 197 common and
preferred stocks {$84) traded on the New York Stock Exchange,
(quotations taken from Commercial and Fipancial Chronicle).
Shares traded in unlisted department are regarded as in-
cluded in line 7. Figure of $4.8 billion comparss with total
par value of stock traded (excluding unlisted department) on
January 30, 1902 of $7.5 billion (Pratt, The Work of Wall
Street, 1921, pp. 52-53). Additional listings in 1901 and
January 1902 amounted to over $2 billion. (Ayres, Turning
Points in Business Cycles, p. 191).

Based on tabulation of issues accounting for 93 percent of
number of shares listed. Figure is compatible with reading
of line entitled "Market value of common stocks included in
the all stock index", Cowles, Common Stock Indexes, Chart 2,
p. 54, adjusted for incomplete coverage of railroad stock.
Cowles! series inciuded all industrial and public utility
stocks and 93 percant of the market value of railroad stocks
traded on the New York Stock Exchange.

ol

()

ing g

Line 6 : Line 4 less line 5.

Estimates based, in part, on (1) tabulaticn of the par value

8 and 9 of preferred stock of industrial corporations listed in Moody's
Manual of Statistics of Railroads and Corporation Securities,
1501; (2) value of common and preferred stock of steam rail-
ways, as reported in Statistics of Railways in the United
States, Annual Report, 1o48, p. 153; (3) par value of common
and preferred stock of electric utility corporatioms, as re-
ported in United States Census of Street and Electric Railways,
1902; (4) value of stock in unlisted department of New York
Stock Exchange, {Pratt, op.cit. p. 52); and (5) approximately
$0.5 billion for value of common stock certificates of the
Standard 0il Company, (for prices of certificates, see Report
of the Commissioner of Corporations on the Petroleum Industry.

Part 1I, pp. 526 and 567).

ol
B
[(]
1]
-3
(1]

E%ﬁ? 10 ¢ From Table ¥-12, col. 2
Eigﬁ.ll : From Table F-13, col. 3
Lines 12 : Line 1l minus intercorporate hbldings estimated at about 10

to 14 percent of line 1.
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Table F-8
Lines 1 - 1900-1949 : Lines 3 and 4 respectively divided by line 5.
and 2
Line 3 - 1900,1912 : A Study of Saving..., Table C-6, col. 1
1922-1945 : Statistics of Income for 1945, Part 2, pp. 386
and 387, Table 15.
1949 : U.S. Treasury Department Press Release No. S$-3079,

June 20, 1952.

Line 4 - 1900-1945

—_. ] s—

*

A Study of Saving..., Table C-50, col. 1
Same source as for line 3.

1949

Line 5 - 1900-1949

(14

Weighted average of (1) the average yield of
common stock listed on the New York Stock Exchange
{line 6 of this table); (2) of high-grade pre-
ferred stocks (Standard and Poor's revised series
from 1929 on as given in Statistical Suppleument
o Survey of Current Business, various issues.
For 1929 and 1933 average annual figures were
averaged to give year-end figures; for 1939 to
1949 December and following January figures av-
eraged); and (3) the assumed yield of 8 percent
for wnlisted nonfinancial stock (based on exam-
ination of reported dividend payments and high
and low stoeck prices of a sample of companies in
Moody's Industrials). Weights determined from
fable F-l, assuming the yield of common stocks
listed on New York Stock Exchenge to apply for
1900-1922 to lipne 1 minus line 6, and for 1929~
1949 to the sum of lines 5, 13, 14 and part of
15; the yield of high-grade preferred stock to
line 6 and the remaining part of line 15 (ob-
tained from Table F-li, line 8); and an '8 percent
yield to line 12.

.8

Line 6 - 1900-1922 : Cowles, Common Stock Indexes, yield series Ya-l,

' all common stocks, pp. 372/373. Series derived
by dividing total actual dividends paid in each
calendar year by total stock values as represented
by an average of the monthly values for the year,
for all common stocks listed on the New York Stock
Exchenge. Year-end yield rates estimated by av-
eraging the yield rates for the given and follow--
ing year.



1929

193341949

.
-
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Same source and method as for 1900-1922, modified
on the basis of the difference between (1) the year
end yield, calculated as the average for calendar
year 1929 and 1930, and (2) the year end yield,
calculated as the average of December 1929 and
Januvary 1930, from Cowles yield series Y-1, all
comuon stocks, which represents the total expected
annual dividend payments divided by total stock
values for each month. This modification appeared
to be desirable in view of the sharp decline in
stock prices in the latter part of 1929.

Mean dividend yield rates for common stock listed
on the New York Stock Exchange, ineluding common
stocks that did not pay dividends, are estimated by
dividing the reported cash dividends paid on common
stock during the calendar year by the year end mar-
ket value of all common stock listed on the New York
Stock Exchange, (see (1) The Exchange, various is-
sues, 1939 to 1950; (2) mimeographed statistical
bulletin of the New York Stock Exchange, December
issues, 1939 and 1949).
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Table F-9

Proportion of the Book Value of Capital Stock of Nonfinancial Corporations
Listed on the Exchanges, by Asset Size of Corporation, 1937

" Distribution of Capital Stock by Asset Size of Corporations
($mill.)
Under 1 1-4,9 5-99 10 - 49.9 50 and over Total

1. All nonfinancial
corporations

($mill.) 13,438 8,644 4,022 10,500 31,943 68,547

2. Corporaticns listed
on the national
exchanges ($mill.) 138 692 808 4,117 20,677 26,432

3. Proportion of the book
value of capital
stock of nonfinancial
corporations listed

on the national ex-
changes {percent) 1.0 8.0 20.1 39.2 4.7 38.6

Sources; Line 1 = Statistics of Income for 1937, Part 2. Table 6, pp. 87, 88,
135 and 136..

Line 2 ~ Statistics of American Listed Corporations, Part 1, Secu-
rities and Exchange Commission, 1940, p. 86.

Line 3 ~+ Line 2 divided by line 1.
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Notes to Table FflO

All industries, from Table F-8, line 1. Railroads, col. 3 divided
by col. 6. Other: figure for all industries less that for railrocads.

All- industries, from Table F-8, line 2. Railroads, col. 4 divided
by col., 6. Other: figure for all industries less that for railroads.

‘A1l industries, from Table F-8, line 3. Railroads, from A Study of

Saving..., Table C-T7, col., 3. Other: figure for all industries
less that for railroads.

All industries, from Table F-8, line L. Railroads, col. 3 multiplied
by col. 5. Other: figure for all industries less that for railroads.

All industries, col. L4 divided by col. 3. Railroads, based on gross
and net dividend payments as reported for 1900-1939 in Analysis of
Steam Railway Dividends, 1890-1941, Interstate Commerce Commission;
for 1945 in Statistics of Income, 1945, Part 2, Table 3, p. 113;

and for 1949 in U.S. Treasury Department Press Release S-3079.
Other: col. 4 divided by col. 3.

All industries, from Table F-8, line 5.

Railroads: For 1900-1939, from Cowles, Common Stock Indexes, yield
series Ya-3, pp. 372/373. Series derived by dividing actual divi-
dends paid in each calendar year by total stock values as repre-
sented by an average of the monthly values for the year, for all
railroad common stock listed on the New York Stock Exchange. v
Year-end yield rates estimated by averaging yield rates for the
given and following year. For l939-h9, obtained by averaging
December and following January figures, which were derived by
linking the 1935-38 annual average of Ya-3 from Common Stock Indexes
to Moody's common stock yield for railways as given in Statistical
Supplement to the Survey of Current Business, various issues.

Other: col. 3 divided by col. 1.
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Table F-11

Market Value of Gas and Electric Utilities Stock Outstanding, Excluding
Intercorporate Holdings, Based on Capitalization of Dividend Payments

Value of stock outstanding

Net dividend Dividend excluding o
End of year payments yield intercorporate holdings
$ mill. percent ‘ $ bill.

(1) {2) ' {3)
1900 39 457 0.9
1912 106 5.38 2.0
1922 171 7.60 2.2
1929 463 Tl 16.9
1933 346 6.41 5.4
1939 Lo 5.72 8.6
1945 Lok L4 9.4
1949 621 5.91 10.5

«{notes on next page)
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~Notes to Table F-11

Column 1 - 1900, 1912, : Gross dividend payments of electric utilities
1922 (A_Study of Saving..., Tables C-6, col. 3 and

C. 20, col. 2), were reduced to net dividend
payments on the basis of the ratio of net divi-
dend payments to gross dividend payments in
1919, (see S. Kuznets, National Income and Its
Composition, 1919-1938, Vol. II, pp. 880, 363,
885, 866). Net dividend payments of the American
Telephone and Telegraph Company {see Telephone
Investigation, Pederal Communications Commission,
1938, pp. 514, 598), were subtracted.

Net dividend payments of the electric and gas
utilities and communications industries were
obtained from the Statistics of Income Source
Book, unpublished tabulations of the Bureau of
Internal Revenue. Figure for 1949 obtained
from Treasury Department, Press Release S-3079.
Net dividend payments of the American Telephone
and Telegraph Company, (see Telephone Investi-
gation, op. cit. and various issues of Moody's
Investors Service, and the Commercial and Finan-
cial Chronicle) were subtracted.

1929-1949

Cowles, Common Stock Indexes, Series Ya-lL.
Ysar-end values obtained by averaging the given
figures.

Column 2 - 1900-1933

1939-1949 Obtained by averaging December and January
figures which were derived by linking the 1935-
38 annual average of Cowles figures to Moody's
Investors Service, common stock yield for 2
public utilities (excluding American Telephone
and Telegraph stock), as reported in Statistical
Supplement to Survey of Current Business, 1951.

Monthly data obtained from Department of Commerce.

L

Column 3 - 1900-1949 Col. 1 divided by col. 2
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Table F-12

Market Value of the Equity of Commercial Banks, Selected Years 1900 to 1949

End of year

1900
1912
1922
1929
1933
1939
1945
1949

Notes to

($mill.)

Equity of Commercial Banks

vosge vezne.
(1) (2)

11,938 2,422
4,033 5,041
6,134 9,201
9,04k 15,827
6,204 © 3,102
6,885 6,059
8,950 9,308
10,967 8,225

Table F-12

Column 1

Column 2

13
-*

Appendix Table A-3.

Col. 1 multiplied by the following ratios of market price per
share to book value per share for bank stocks: 1900 1.25;
1912 1.25; 1922 1.50; 1929 1.75; 1933 .50; 1939 .88;

1945 1.0k; 1949 .75. The ratios were derived as follows:
1900, 1912, based on sampies of banks and trust companies
reported in Manual of Statistics, Stock Exchange Handbook,
(1901, pp. 735 to 776; 1913, pp. 1OLL to 1102),1922 derived
by interpolating movement in ratio between 1912 and 1929;
1929 based on a sample of banks drawn from ioody's Manual of
Investments, Banks, Insurance Companies, Investment Trusts,
Real Estate, Finance and Credit Companies, 1930; 1933, 1939,
1945 and 1949, ratio of cash dividends to capital accounts
(i.e. book value) of national banks (see Annual Report of
the Controller of the Currency, 1949, p. 102) divided by
Moody's common stock yield for 15 banks (see Survey of Current
Business). The value for 1949 so obtained (.75) is quite
close to ratio of market 10 book value of a sample of banks
drawn from Moody's Manual of Investments, Banks, Insurance
Companies, Investment Trusts, Real Estate, Finance and Credit

Comganles, 1950.




End of year value

1900
1912
1922
1929
1933
1939
1945
1949

F-51

Table F-13

Market Value of the Stock of Property Insurance Companies

Ratio of Fire and
market marine
' ‘ Ratio of value to insurance
Par  Liquidating Market 1rmarket value liquidating stock price
value value to par value value index
($mill.) (percent) 1935-39=100
(1) (2) (3) (&) | (5) (6)
86 302 351
153 392 256 .
261 1,100 T1.4
566 2,821 3,131 480 111 165.3
483 1,884 1,639 4o 871 61.1
517 2,611 2,611 685 100 107.6
628 3,817 3,473 735 91 136.6
Th2 5,084 4,220 818 83 168.3

(notes on next page)



Note§ tovTable F-13

quumn 1l

Columh 2

Column 3

Column y

Column 6

1900-1949

1929-1949

1900,1912
1922

1929-1949

1900,1912

1929-1949

1929-1949

1922-1949

.o’

°8

8

.8

e
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Spectator Insurance Yearbook, 1901, 1913, 1933;
Spectator Insurance Yearbook, Fire and Marine
Volume, 1930, 193%, 1940, 1946, 1950; Spectator
Insurance Yearbook, Casualty and Surety Volume,
1930, 1934, 1940, 1946, 1950.

Calculated, following practice of Spectator, as
capital, surplus, and 40 percent of upearnsd pre-
mium of property’ insurance companiés.

© Col. 1 multiplied by col. k.

Estimated by adjusting col, 1 on the basgis of 1)
the movement of col. 6 between 1922 and 1929 and
(2) the movement of col. 4 between 1912 and 1929.

Col. 2 multiplied by col. 5.

Median ratio determined from a sample of 29 and
15 property insurance companies, respectively,

on the basis of the annual high (1900) and the
average of the annual high and low (1912) prices.
(As year-end prices were not easily availabis
either the high or the low of the year or the
average of tiem was selected depending on which
of the three, judging by common stock price indices,
was closest to the price level of the end of the
yvear). Price guotations were taken from The
Manual of Statistics, Stock Exchange Handbook,

1901, pp. 580-7; 1913, pp. 913-4.

Median ratio determined from a sample of 38 prop-
erty insurance companies on the basis of the annual
low (1929) and high (1933-1949) prices, respec=
tively, as listed in Moody's Manual of Investments,
Banks, Insurance Companies, Investment Trusts,

Real Estate, Iinance and Credit Companies, 1930,
1934, 1940, 1946, 1950.

Median ratio of market value to liguidating value
for a sample of 38 companies on the basis of the
annual low (1929) and high (1933-1949) prices,
respectively, as listed in Moody's Manual.

Standard and Poor's "Fire and Marine Insurance

Stock Price Index", as reported in Survey of Current
Business. Average of December and following
January data.
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Table F-lk

Market Value of the Stock of Investment Companies

($mill.)
End of year 1922

Market value of stock of ,
‘management investment companies 75

Assets of open-end management
investment companies -

Assets of fixed and semi-fixed

investment companies -

s Market value of common sfock of

closed~-end management invest-
ment companies _ L1

Ratio of market value to net asset
value of common stock of closed-
end management investment :

1.0

Companies
Net asset value of common stock of

closed-end management invest-

ment companies 41
Assets of closed-end management

investment ccompanies 100
Preferred stock of closedw~end

menagement investment

companies 3k
Liabilities of closed-end manage-

ment investment companies 25

1929
2,601
13k

164

1,538

1.0

1,588

2,638

15

335

1933
985

170

204

136

170

830

k75

185

1939 1945 1949
1,168 2,196 2,680
532 1,266 1,94l
92 82 32
310 k96 553
l7 L] 8 L] 8

W3 620 691
784 1,050 902
23k 352 154
107 78 57



Notes to Table F-1lk

Line 1 - 1922-1949

Lines 2 - l922-i9h5
and

1949

Line 4 - 1922-1949

Line 5 - 1922-1939

1945

1949

Line 6 - 1922-1949
Line 7 - 1922-19&5
1949

Lines 8 - 1922-1939
- and 9 :

1945,1949

t 1}

(1]

..

(13

F - 5k

Sum of lines 2-4 and 8.

A Study of Saving..., Tables V-60 and V-69.

See notes to Table A-21, line 1.
Line 5 multiplied by line 6.

Based on the frequency distribution of year end
ratios of market prices to net asset values of
common stocks for a group of closed-end management
investment companies, as given in Investment Trusts
and Investment Companies, Report of the Securities
and Exchange Commission, Part II, Statistical Survey

of Investment Trusts and Ipvestment Companies, Table
107, p. 347. Estimates for 1922 and 1939 based on
1927 and 1936 respectively.

Based on the average ratio of market to asset (book)
value of & group of closed-end investment company
common shares as given in A. Wiesenberger, Invest-
ment Companies, 1946 edition, pp. 80, 106-225.

Same method as for 19%5. Source Wiesenberger, ou.
cit.,l950 edition, pp. 239-303.

Line 7 less Iines 8 and 9

A Study of Saving..., Table V-62, col. 1

See notes to Tabie A-21, line 1.

Based on distribution of liabilities and capital of
closed-end management investment companies from
Investment Trusts, Tables 32, 33 and 41, pp. 139,

14l, 143, 155. Estimates for 1922 and 1939 based
on distribution for 1927 and 1936 respectively.

Based on portfolio data from Investment Companies,
1946 and 1950 editions.
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Table F-15

Individuals?! Holdings of Corporate Stocks, Based on the Federal

Reserve Board'!'s Survey of Consumer Finances, Early 1950

$ billion

Common and preferred stock of publicly and

closely held corporations 62
Stock in personal trust departments 20
Holdings of corporate stock by private nonprofit

institutions and other small groups not

covered by the Survey 5
Total - Unadjusted for under-reporting _ 87
Total -~ Adjusted for under-reporting ill

Notes to Table F-15

Line»l

Line 2

Lin

¢
LA

Line 4

Line 2

Based on blow-up of unpublished data reported in the Survey of
Consumer Finances, of the Board of Governors of the Federal
Reserve System. (See A Study of Saving..., Volume III, Table Welih) .

Not covered by Survey; very rough estimate with a range of $15
to $25 billion (cf. Table B-l).

Not covered by Survey; from A Study of Saving..., Volume III,
Table X-3 for private nonprofit institutions.

Sum of lines 1 through 3.

Line 1 increased by 39 percent in line with apparent under-
reporting of liquid assets (Federal Reserve Bulletin, 1950,
1585) plus lines 2 and 3.
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Table F-16

‘Market Value of Noncorporate Holdings of Stock, Based on Estate Tax Returns, 1949

1.

Market value of stock reported in
estate tax returns for estates
of decedents of $60,000 and over

Devolution rate

Market value of stock held by all
individuals with estates of
$60,000 and over

Ad justment factor for under-
reporting on estate tax returns

Adjusted estimate of the market
value of stock held by all
individuals with estates of
$60,000 and over

Proportion of all corporate stock
held by domestic individuals with
estates of $60,000 and over

Line 6 adjusted for (a) the higher
proportion in trusts of over
$60,000 of corporate stock hold-

ings; and (b) understatement,
in Survey of Consumer Finances,
of stockholdings of the larger
estates

Market value of stock held by all
individuals, average for year

Market value of stock held by/éll
individuals, end of year

$ mill.

miltiplier

$ bill.

Ratio

$ bill.

percent

percent

$ bill.

$ bill.

Lok

1,358
43.8

59.5

1.15

68 .4

1947 1949
1,772 1,773
77.6 7.7
89.2 89.4
76
. 80 - 85
. 105 - 112-.
. 115 - 125



Notes to Table F-16

Line 1

194k, 1947
1949
19kl

1944-19L49

19kh

1944 ;1949

1949
1949
1949
1949

.

*e

e

F-57

Statistics of Income, Part I, 194k; 194LT.

Statistics of Income Source Book,

A Study of Saving..., Volume III, Part II1I,
Table E-62.

Line 1 multiplied by line 2. Devolution rate
(line 2) in 1947 and 1949 assumed for purposes
of the calculation to be the same as for 194k,

See A Stwdy of Saving..., Vol. III, p. 293, for
basis of estimate.

Line 3 multiplied by line 4. Adjustment factor
(line 4) assumed to be the same in 1947 and 1949
as in 194k,

A Study of Saving..., Volume III, Table W-53.

Rough estimate
Line 5 divided by line 7.

Line 8 adjusted to year end on basis of movement
in stock prices.
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Table F-17

Comparison of Estimates of the Market Value of All
Common and Preferred Stock Outstanding’

(% pill.}
Capital- Book value of equity of
Estimated market value of stock izatioh corporations
Census method of gross Bureau of Internal Revenue
End of Common  Prefexrred dividend Comuon Preferred
year - Total stock stock payments Total stock stock
(1) (2) (3) {4) (5) (6) (7)
1900 13.5  10.7 2.8 13.0
1912 ‘37.0 29.0 7.5 35.3
1922 67.5 56.0 11.5 Lg.7
1929 177.9 159.5 18.4 156.6 165.0 145.2 19.7
1933 73.8 63.8 10.0 58.8 127.6 109.2 18.4
1939 95.0 82.0 13.0 6.6 129.0 111.8 17.3
1945 147.2  133.2 4.0 i27.0 1L3.5 128.7 14.8
1949 8.7  133.7 15.0 1%5.0 198.3 182.9 15.4

Columns 1, 2 and 3 : From Table F-4, lines 1, 2 and 3 respectively.

Column L : From Table F-8, line 1.

Columns 5, 6 and 7 : Statistics of Income, 1929, 1933, 1939 and 1945; and
Treasury Department, Release No. 5-3079, June 20, 1952.
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Table F-18
Comparisen of Estimates of Market Value of Stock : 1922
($ bill.)
This Study King
Including Excluding ({excluding
intere- inter- inter-
corporate corporate  corporate Moody's
holdings holdings holdings)
(1) (2) (3) (&)
1. Manufacturing and mining . . 1+O.9b 16.3
2. Street railways . . 1.0 1.1
. .Railways 6.5 (5.6) 6.1¢ 5.7
. Electric and gas utilities (3.0) 2.2 1.8 2.5
. Telephone .9 ( .9) 1.0 1.1
Telegraph, Express, Pullman . . A .
. Total, lines 1 to 6 . . 51.4 26.7
. Banks and. Trust Compenies 9.2 (9.0) . 3.4
. Others . . . .6
All stocks 67.5 56.0 . 30.7

a _
Only securities listed in Manuals.

b
Including equity in unincorporated business
$5 billion.

c

Probably includes intercorporate holdings.

Table F-19. Figures in (

Columns 1 and 2
' in cols. 1 or: 2.

Column 3

enterprises to extent of about

) are guesses based on estimates

The National, Income and Its Purchasing Power, pp. 227, 229,

269.

Column L4 -

Moody's Industrials, 1923, p. XIV.
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APPENDIX G

ESTIMATES OF SECURITIES AND MORTGAGES CUTSTANDING
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Notes_to Table G-1

Iine 1 Includes direct and guaranteed issues, United States savings stamps,
and from 1945 on special notes issued to the International Bank and
Monetary Fund. Figures differ from those giveh in Survey of Current
Business, October 1950, p. 11, primarily because in the calculations
in Appendix A gross federal agency debt less that held by United
States Treasury and other federal agencies is not entirely included
in federal government debt, as in the Commerce series, but divided
into guaranteed and not fully guarasnteed issues, the former portion
being included in federal government debt and the latter in corporate
debt.

1900, 1912: Daily Treasury Statement, various issues.

1922-1939:  Banking and Monetary Statisties, pp. 509-512.

1945-1952: Treasury Bulletin, various issues.

Iine 2 1900-1952: BExcludes sinking fund holdings. Total outstanding
derived for 1900-1929 from A Study of Saving..., Table G-21, col. 1,
converted to year-end figures by simple arithmetic averaging, plus
col. 2; for 1933-1949, ibid., Table V-1ll, col. 3; for 1952, figures
for outstanding security debt of states were obtained by averaging June
data given in Bureau of Census, Summary of State Government Finances
in 1953, p. T, and Summary of Governmental Finances in 1952, p. 32,
plus similar figures for local governments given loc. cit. However,
for local governments data given were not averaged since in 1952
for most cities fiscal year ended on December 31.

Sinking fund holdings for 1900 are a rough estimate based on
figures for later years. For 1912-1945 they were derived by multi-
plying total outstanding by ratio obtained by arithmetic averaging
of the ratio of sinking fund holdings to total outstanding for
fiscal years based on data given in Annual Report of the Sscretary
of Treasury, 1946, p. 669 and 1949, p. 591, and Survey of Current
Business, September 1953, p. 16. For 1949 and 1952 same procedure
as for 1912-1945 was used, but fiscal year sinking fund holdings
of state and local securities in 1950 and 1952 were derived for
states by adding to the 194Q fiscal year figure 30 per cent of the
annual change in total assets of state sinking funds {(as shown in
Bureau of Census, Compendium of State Government Finances, various
issues). This method was called for because no detailed sinking
fund data have been published by the Bureau of the Census for years
after 1949, and was based on the fact that for the period 1945-1949
states!' own and other state and local securities constituted about
30 per cent of total sinking fund assets. For local governments
the 1950 fiscal year figure is given, as for the earlier years,
in Survey of Current Business, September 1953, p. 16, but the 1952
figure had to be estimated by the same procedure as for states.
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Notes to Table g-1 (cont.)

- (The ratio was found to be 66 per cent on the basis of data shown

in Bureau of Census, Large-City Finances and Compendium of City
CGovernment Finances, various issues.) The estimating procedure

for local govermments is probably more accurate than in the case

of state goverrments since annual movements in total sinking fund
assets and sinking fund state and local security holdings in the
period 1945-1949 are very close. Also since no 1953 fiscal year
data were available at time these calculations were made, the 1952
fiscal year ratio of sinking fund holdings to total outstanding

was applied to the calendar-year total outstanding figure to obtain
the 1952 calendar-year sinking fund figure.

1900-1952: Rounded sum of corporate stock outstanding excluding

intercorporate holdings (1900-1949 from Table F-4, line 16; 1952
rough estimate derived by adjusting 1949 stock outstanding figure
for net new issues and stock price changes during 1950, 1951 and
1952) and corporate stock holdings of financial intermediaries
other than personal trust departments (sum of Tables A-1, A-7 and
A-18). The figures thus exclude other intercorporate holdings.

1933,1945:  Rough estimates largely developed according to the
procedure for other years described in notes to ibid., Table K-7.

l9h9,125 : TFigures for foreign dollar bonds from Survey of Current
Business, May 1954, p. 12. Figures for bonds payable in local cur-

1949,1952: Based on figures for American holdings of foreign stock

Line 3 1900-1952: From Table G-2, line 1.

Line b4

Lire 5 Limited to American holdings of foreign securities.
1900-1922: From A Study of Saving..., Table K-7, line L.
1929,1939: Ibid., Table K-7, line 3 plus line L.
rencies from Department of Commerce.

Line 6  1900-1929, 1939: A Study of Saving..., Table K-7, line 5.
1933,1945: Same procedure as for line 5.
from Department of Commerce.

Line 7 1900-1922: A Study of Saving..., Table R-3k4, col. 1.
1929-1952: Sum of lines 8 and 10.

Line 8

1900-1922: A Study of Saving..., Table R-3h, col. 2 slightly reduced

for overstatement discussed in A Study of Saving..., Table R-39.

1929—19h9: Line 9 plus A Study of Saving..., Table R-35, col. L.




Notes to Table ¢-1 (cont.)

Line 9

1952: Line 9 plus estimate of mortgage debt on multi-family dwell-
ings, based on number of multi-family (over 2-family) structures

as given in Department of Labor, Bureau of Labor Statistics re-
leases and construction expenditures on residential buildings from
Survey of Current Business, various issues.

1900-1922: Derived according to procedure described in A Study

Line 10

of Saving..., Table R-34, col. 2.

1929: Home Loan Bank Board, Source Book, Savings and Home Financing,
1953: P ¢ 21 .

1933-1952: TIbid., 1954, p. 2L.

1900-1922: Line 7 minus line 8.

Line 11

1929-1939: A Study of Saving..., Teble M-12, col. 3.

1945-1052: Estimates for multi-femily mortgage debt (line 8 minus
Iine 9) deducted from figures for total multi-family and commercial
mortgage debt as given in Survey of Current Business, September
1953, p. 18 plus adjustment made in A Study of Saving..., Table M-12,
col. 3 (1952 adjustment same as 19497. '

1900-1933: A Study of Saving..., Table A-5k, col. 2.

1939-1952: Department of Agriculture, The Balance Sheet of Agri-
culture, 1953, p. 2h.
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Notes to Table G-2:

Figures generally refer to par amounts,\e£cept for real estate bonds, the
series gor which is a mixture of par (up to 1933) and market values (from
1939 on). '

Totals given in line 1 should be regarded as minimum figures for domestic
nongovernment bonds outstanding, since no estimates were made for certain
types of bonds, e.g. church and timber bonds, outstanding amounts of which
are known to be small, and for some other minor types the size of which is
not well known. '

Comparison of line 2 with the Department of Commeérce series for corpo-
rate long-term minus mortgage debt (Survey of Current Business, October 1950,
p. 11) indicates that estimates derived from the National Bureau of Economic
Research Corporate Bond Project statistics are somewhat lower. The difference
is partly accounted for by the fact that the National Bureau series (even as
adjusted in this table) is limited to bonds, while the Department of Commerce
figures include other types of long-term debt. Corporate bonds issued to
the Reconstruction Finance Corporation, for example, are omitted from this
table. The Commerce series also includes term loans. Whether term loans
should, for the purposes of this study, be included in a series of corporate
bonds outstanding depends on how they are treated by the respective holder
groups. For the two institutions -- banks and life insurance companies --
for which term loans have since 1939 constituted a significant item in
security holdings, term loans were as a rule not included in reported corpo-
rate bond holdings. If this is the prevalent practice, omission of term
loans from total bonds outstanding as shown in this table is the appropriate
treatment. : . '

In the absence of conclusive evidence as to whether the National Bureau
or the Commerce series more nearly represent the true amount of corporate
bonds outstanding, it was decided to use the National Bureau series (as ad-~
justed in this table) since its composition is described in detail, while
the scope of the Bureau of Internal Revenue figures, the basis of Commerce
series, is not exactly known.

Line 1  1900-1952: Sum of lines 2, 6-13.

Iine 2 1900-1939: W. B. Hickman, The Volume of Corporate Bond Financing
’ since 1900, Table A-l. ,

1945-1952: Estimated by adding to the 1943 outstanding figure as
given loc. cit., and rough estimates of amount of investment and
finance company bonds outstanding, net issues of corporate bonds
(Federal Reserve Bulletin, July 1953, p. 758 and April 1954, p. 382).

Lines 3-5 1900-1939: Same source as for line 2.

1945-1952: Not estimated.



Notes to Table G-2 (cont.)

1929-1939: ©Sum of outstahding bonds of management investment com-

panies (from Table A-21, line 23) and of investment holding com-
panies (1929-1933: Derived from distribution of liabilities for

27 companies as given in Securities and Exchange Commission, Invest-
ment Trusts and Investment Companies, Part II, Table 43; 1939:

1929-1939: Sum of Table A-25, line 15, Table A-25, line 13 and

1900-1949: A Study of Saving..., Table R-4l, col. 1.

1952: Rough estimate based on figure for 1949 and trend in previous

1922-1952: Cumulation of A Study of Saving..., Table V-1%, col. 8.

1922-1949: Cumulation of A Study of Saving..., Table V-1k, col. 9.

1952: Rough estimate based on data given in Table A-10, information
from American Telephone and Telegraph Company, and figures for

Line 5
Derived from 1936 distribution as given ibid.)
1945-1952: Included in line 2.
Line 7 1922: Not estimated, but small.
Table A-27, line 10.
16h5.1052: Included in line 2.
Line 8
years.
Line 9
Iine 10
earlier years.
Line 11 1922-1952: From Table A-22, line 10.
Lire 12 1922-1952: From Table A-23, line 12.
Line 13 1929-1952: From Table A-2L, line 20.
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APPENDIX H

FACTORS INFLUENCING CHOICE BETWEEN DIRECT AND
INDIRECT PLACEMENT OF SAVING

In section 2-d of Chapter II a list of the main factors likely to influence

savers in their choice .between direct and indirect pla,cem.en.t:L of their saving

1
The term "placement" is used to indicate the acquisition of any type of

intangible asset other than money and is thus a parallel to the economist's

use of "investment" in the sense of the acquisition of tangible assets.

finsncial intermediaries were listed but not discussed. This Appendix
provides a very brief description of the nature of these factors and the way
they influence the choice between direct and indirect saving. Because of
both intrinsic difficulties and limitations of space, this discussion is kept
in rather abstract terms, and statistical evidence is added on only one factor

-- yield differentials, which is among the most important ones.

1. Yield Differentials

a. Basic Relations. What is important in determining the saver's choice

between direct aﬁd indirect placement is not apparent yield (the ratio of
stipulated interest or current dividends to the price of the asset), but
expected yield averaged over the entire life of the commitment. So formulated,
yield loses its simplicity and other factors (primarily risk) become inextric-

ably mixed with spparent yield.
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As a general rule, the apparent yield of claims against financial -
intermediaries is lower, from the point of view of the potential lender,
than the yield of comparable direct loans. For example, the yield on home
’mortgages made directly is higher than the yield on deposits with savings and
loan associations (the so-called dividend on the shares of these associations)

_ which invest almost all their funds in home mortgages. Similarly, the current
A byield on common stoqks of investment companies is lower than the yield on
comparable stocks held directly.

Such a yield differential is necessary to permit financial intermediaries
to function, since it must provide for (1) current cost of operation of finan-
cial intermediaries (salaries of staff and other operating expenses); (2) the
absenge of any return on that part of assets which has to be kept uninvested;
(3) reserves for losses expected on their own assets; and (&) some allowance
for building up surplus or an undesignated general reserve. If financial
intermediaries are profit making enterprises, as is the usual case, the
differential must also include (5) a contribution to the earnings on the
financial intermediaries' paid-in capital, since shareholders or proprietors
expect a yield in excess of the interest rate on long-term claims. This yield

_Qifferential may be regarded as a payment for the advantages, from the lenders'
point of view, provided by financial intermediaries.

Alqng-the lines of general eéonomic theory, it may be asserted that the
yield differential will, in the long run, be just great enough to compensate
tbe marginal supplier of funds to fiﬁancial intermédiaries for his own

evaluation of the advantages implied in using a financial intermediary rather
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than holding cemparable intangible‘aséets directly. - In other words, there
exists at every level of yield differentials a certain amount of lenders'

funds of a given type that is available-for-indirect in preference to direct
financing. The supply curve of indirect financing of different types that
reflects this relation between yield differentials and available funds faces

a demand curve which links the amounts of funds of a given type which
financial intermediaries are willing to absorb at varying differentials. The
intersection of the two curves determines the amount of funds actually supplied
to, and absorbed by, financial intermediaries.

This is obviously but a very simplified theoretical scheme. In actuality
there are so many different pairs of curves, and tney are so much subject to
one-time or continuous shifts, that nobody has yet been able to make a
significant statement about the actual shape of these curves beyond generalities,
which usually are not supported by empirical data. .In this situation all
that can be done is to speculate about some characteristics of the curves.
that, if correct, would have a significant influence on the distribution of
funds between indirect and direct financing. It may suffice here to state
that the importance of financial intermediaries for a given form of financing
(reflected in the share of financial intermediaries in the volume outstanding
or the changes in outstandings of different types of intangible assets) will
-« other things being equal -- vary in a direction opposite to that of the
yield differential. Thus, the larger the differential between the yields of
direct and indirect holding of the same type of assets, the smaller the
share of financial intermediaries in the total amount outstanding. This
general statement, of course, holds only if the position or shape of the
supply and demand curves of the funds under consideration does not change,

8 condition which in actual life unfortunately seems to be the exception

rather than the rule. . .
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b. The Bvidence. In contrast to the situation prevailing for most of the
other factors that influence lenders® choice between direct and indirect hold-
ing of intangible assets, there is statistical evidence to indicate the width
of interest rate differentials and their movements over the last fifty years.2

———————————

2 .
It is necessary to keep in mind in this connection that the choice

generally is not between holding one and the same asset directly or through
a fipancial intermediary. The choice is rather between (1) holding one
or a bundle‘of intangible assets directly and (2) holding a claim against
a financial intermediary which in turn will hold not one but a bundle of
intangible assets, whose exact nature often is not known or is of no interest
to those who supply funds to financial intermediaries. There is naturally
no necessary correspondence between the tyﬁe of intangible asset that the
financial intermediary acquires with the funds supplied by depositors and
the type of asset the depositor would himself have acquired. Indeed, the
redirection of funds that takes place as a result of the existence and
operation of financial intermediaries is one of their most important
economic functions and effects. |
The material is, however, much less detailed than one would wish, and more
difficult to interpret than might be assumed at first sight.
Among the practical difficulties of a comparison between rates on direct

and indirect holding of intangible assets, the following deserve mention:
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(1) Yields are virtually always, though not necessarily, calculated on the
basis of current income and current asset prices and thus do not measure
expected or actually realized yields. HoWever, the difference between current
'and realized yields is probably not too lafge,_though by no means negligible,
for corporate bonds as a whole. It is virtually absent for government bonds
but, on the other hand, for foreign bonds probably has been substantial. The
difference between expected and current yiélds is of importance only for common
stocks, but hgre may be large enough at times to make current yields unrepresen-
tative as a factor in the formation of stock prices.

(2) No information is available on yields on inter-personal loans and on
neighborhood financing, which together probably constitute a significant and,
moreover, changing (declining) proportion of directly held claims. These rates
are almost certainly higher than those liéted for direct holdings in Table
H-1.

(3) The yield on investment company stocks is influenced by the capital
gains dividends paid by these companies, which have no parallel in the calculaQ\\
tion of the yield of directly held stocks. Hence, the yield differential
between direct and indirect holding of common stock is larger than Table H-1l
shows.

(4) The figures available for yields on directly held intangible assets
generally have to be taken from open market data and, hence, probably somewhat
understate the average rates actually charged on loans of this type by non-

institutional lenders.
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These limitations of the statistics suggest caution in draWing'definitq
conclusions from Table H-1, particularly éoh@Luéions for individual forms
of placement and on the exact size of differentials. 'The trends, 'however; aré 
pronounced enough to make it unlikely’that figures better conforming to
theoretical requirements would lead to substantially different results.

The most important fact reflected\iﬁ:Table‘H?;, and,one'not serioﬁsly
affected by the limitations of the data, is that the yields on direct holding
. of asséts not only have been continuously above those of indirect holding
‘over the last half century, as expected, but that the differential'has widened
beginning with the 1930's.

The only case in which direct and indirect holdings can be compared with-
out too many gualifications is provided by the dividend rate on savings and
loan shares and the yield on urban mortgage loans, which constitute the bﬁlk
of the assets of these institutions. "In this case the yield differentials
appear to be sma;l up to the Great Depression, hardly exceeding 0.5 per cent
if Table H-l can be believed. This figure, however, probably understates the
effective differential because the mortgage rates shown in Table H-1, are
based on data in two large cities (New York and St. Louis) and are likely to be
substantially below the national average actually obtained by igdividual
lenders. The differentials for 1938 and 1952 are conspicuously larger. The
absolute difference is now as high as*l.5‘to 2.5 per cent, and the relative
differences are still more pronounced (nearly hoyper cent of the rate of
indirect holding in 1938 and almost as much as 90 per cent in 1952). The
reasons for this sharp widening in the differentials appear to be varied. 'In"

1952, when the differential was particularly large; one of the important factors
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was the virtual unavailabiiitycf mortgage iﬁsuranée to noninstitutional
lenders. The portfolios of savings and loan associations, on the other hand,
contain a large proportion of insured mqrtgages on which the current yield is
necessarily lower, and this is reflected in iOWerﬂdividend.rates. Another
factor is the increasing, though stillnsmall;\sharefof low yielding ligquid
agssets held by savings and loan aséociations.,

For other types of assets and other financial intermediaries, the
comparison is more difficult. However, virtually any reasonable combination
of directly held assets will show an increase in differentials beginning with
the 1930%'s when compared with the yield on deposits with financial
intermediaries,

At the turn of the century, for example, a mortgage portfolio containing
both urban and farm mortgages yielded about 6 percent, and average corporate
bonds close to 4 percent. By comparison, time deposits in commercial and
savings banks, then probably the most important form of claims subject to
choice between direct*and indirect holding, paid only 3.5 percent. The
differential, averaging the yield from directly held mortgages and corporate
bonds, thus was of the order of 1.5 percent, or two-fifths of the yield on
indirect holdings. By 1925, when mortgages and corporate bonds yielded
approximately 6 and 5 percent, respectively,'against-a rate of less than L
Percent on time deposits and apprqximateiy the same rate on life insurance
contracts (guaranteed rate), which had become much more important, the
differential was of the same order of absolute or relative magnitude. In

1952, finally, direct holdings of mortgages still earned about 5 percent,
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though. bonds paid only slightly more than 3 percent. At this date, time
. Geposits with financial institutions‘yielded approximately 2 percent (weighted
average of rate for'gomMercial-and,savings banks)'and the guaranteed rate of
lifezinSurance contracts-Was nqt much over 2,5 percent. The absolute
- differential thus remained in the oxder of a‘perééht,ibutthis now représented
nearly 100 percent of the rate available on indirect holding of assets.. -
There is, as has.been»pointed oui,’much le$s.sccpe for choice between
‘direct and indireqt holding of equities. Probably the best comparison that
can be made is between the current dividend yield (eXcluding distributions
reflecting profits on sales of securities) on the stock of open-end investment
companies and the average yield of a large number of common stocks held
directly; The differential between these two rates, which can be observed
only for the last twenty years since open-end investment companies began to
operate on a large scale only after the Great Depression, seems to have
retained the same absolute size (approximately 1.5 percent), but to have
declined.slightly in comparison to the yield on indirect holding of common stock.
We may therefore conclude, even if we make all reservations necessitated
by conceptual difficulties and statistical shortcomings, that the yield
differential between direct and indirect holding of intangible assets,
particularly of claims, has widened, but that the widening process has been
essentially limited to the last twenty years. It further would seem, al-
though this cannot be supported by statistical evidence, that holders!
evaluation of the advantages of indirect holding has increased considerably

and has done so with particular strength since the Great Depression. The
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Table H-1

' RATES OF CURRENT YIELD ON FUNDS USED DIRECTLY AND

~ FUNDS ENTRUSTED TO FINANCIAL INTERMEDIARIES

(per cent) .
TYPE OF PFUND . 1900 -
Mortgnges, urban '5.#2

Mortgages, farm, recorded, all lenders =

Mortgages, farm, outstanding,.

‘Direct Use of Funds

1913

5.70

- 6.40

6.10

6.10

2.78

L .00

5.37

1925

'5.96

6.30

6.20 -
6.10
3.86
k.50
6.27
5.90
5.19

1938
5.25

5.20

4,60 -

5.30 -
2.56 -

3.00
5.80
b.34

L.38 .

- 1952

5.13
k.70

4,70

2.68
3.09
3.52
4.13
5.50

Use of Financial Intermediaries

all lenders - -
Mortgages, farm,outstanding,individuals -
U.S. Government bonds, long 2.18
Corporate bonds, high grade . 3.30
Corporate bqnds, second.grade -
Preferred stocks -
Common stocks . k28
Time deposits in commercial banks ~  3.48
Savings bank deposits 3,48

Savings and loan shares S.hlv.
Demand deposits in commercial banks 1.25

Open-end investment company shares -

Life insurance contracts . -
(guaranteed rate)

3.49
3.69
5,10

1.25 .

3.28
4,06
5.55
1,19 -

- (about 3-) (about 2 3/4)

1.55

2.10 :

3.81

1.16

(2.30)
(2.75)

- (about 3-) (about L-)
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. Table H-1

1900-1952: Average of mortgage interest rates on Manhattan and St. Louis
properties as given by Leo Grebler, David M. Blank, and Louis
Winnick, Capital Formation in Residential Real Estate: Trends
and Prospects, Princeton University Press for the National Bureau
- of Economic Research, in press, Appendix Table O-1.

1900¢ Data not available.

1913, 1925:Historical Statistics, Buresu of the Census, 1949, p. 11l.

1938: Straighf-iineAiﬁterpolation betweén 1935 and 1941 figures as
given in Historical Statistics, p. 111.

19523 'Cdntinuation to‘l952 of‘Hieforical Spatisticelrp. lh;

Average interest rates for-farm mortgage loans held by all ;enders, Dec. 31.

190011 Data not availabie.

'1913-1938: Historical Statistics, p. 11l.

1952 Ag;lcultural Finance Rev1ew, Dept. of Agriculture, Nov. 1953,
P. 92. .

Average interest rates for farm mortgage loans held by individuals, Dec.3l.

1900: Data not'availablel'

- 31913,1925¢ Straight-line interpolation between 1910 and 1920 or 1920 and

1930 figures given in Agrlcultural Finance Rev1ew, Nov. 1953,

p. 92.
1938: " bAgricultural Finance Review, Nov. 1953, p. 92.
1952: Data not avallable.

1900 1913°Der1ved by applying index of Savings Bank Trust Company
(D. Creamer, Personal Income during Business Cycles, Princeton
University Press for the National Bureau of Economlc Research
1956, po.134) to 1925 value.

1925,1938: Average yield of partially tax-exempt bonds as given in
Banking and Monetary Statistics, Board of Governors of the
Federal Reserve System, 1943, p. 468.

1952: Fully taxable, marketable 2 1/2 per cent bonds first callable
after 12 years. Of these the 1967-72 bonds are the longest
term issues. Prior to April 1, 1952 only bonds due or first
callable after 15 years were included. From Federal Reserve
Bulletin, May 1954, p. 489, - ‘
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Line 6 - Represents bonds of 4O years to maturity.

1900-1938: Banking and Monetary Statistics, p« 477.

1952:

Statistical Abstract, 1953, p. 458.

Line 7‘- Yield of Baa corporate bonds as calculated by Moody‘s.

Line 8

Line 9

Line 10

Line ll

Line 12

Line 13

Line 1k

Line 15

1900, 1913:

1925, 1938:
1952:

1900, 1913:
1925,1928:
1952
1900-1925¢

1938:

1952
- 1900-1938:

1952:

« 1900-1938;

1952;

- 1900-1938:
1952;

- 1900-1925:

1938-1952;

Not available.

Banking and Monetary Statistics, p. 468.

Federal Reserve Bulletin, May 1954, p. 489,
Data not available,

Historical Statistics, p. 280.

Statistical Abstract, 1953, p. 458.

Historical Statistics, p. 280.

Business Statistics, Supplement to the Survey of Current
Bgsiness, 1951, p. 98.

Survey of Current Business, various issues.

A Study of Saving..., Table L-23, col. 2.

Ratio of interest paid during year to average deposits (average
of figures, excluding interbank deposits, reported at beginning,
middle, and end of year)for insured commercial banks. Data
from Annual Report of the Federal Deposit Insurance Corporation,
1952, pp. 110, 114,

A Study of Saving...,Table L-38, col. 4 divided by June deposit
figures from Federal Reserve Board, Revised Statistics of All
Banks in the U.S. 1896-1950, (unpublided), Table 6. ’

Preliminary estimates.

A Study of Saving..., Table J-11, col. 2.

Preliminary estimate.

A Study of Saving.--, Taable L"23, COl. lo

No interest paid on demand deposits.,

- 1938, 1952:Rough estimates based on yields on stock of about a dozen

leading companies, excluding capital gain dividends.

- 1938, 1952:Rough estimates based on information on contracts sold by

leading companies.
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m§vements of yield differentials and of the other elemehts affecting the

ichoice between direct aﬁd indirectthbidingVQf int§hgibles - which wil; be
discussed briefly in the”seétions that’follow'#?haVe’béen iﬁ_éppoSite o
direction, as is to be expetted. A‘quantitati?e'balahge betweeh theSg two
forces, of course, cannot be struck. The facts, however, at least do not
contradict the hypothesis suggested by the rising trend of financial imter-
mediaries in all competitively held claims, viz. that the‘widening-of the yield |
differential between direct.aﬁd indirect holding has not been sufficient --

and indeed it was almost absent until the Great Depression.-- to offset

the increasing value apparently put by holders on the other advahtagesvéf”
indirect holding, apart from yield. Insufficient difference in yield befween'.
direct and indirect holding of claims -- insufficient primarily in comparison to
“other attractions of indirect holding -~ thus may be regardedias'a factor‘
whiph during the last half century, and particularly during the past fwo |
decades, has strengthened the position of financial intermediaries,'and thus
has‘enabled them to increase their share in virtually all types of intangible
assets and particularly in claims.

Interestingly, developments differ strikingly as between claims and
equities. In the case of most types of claims the attractions of indirect.
holding, compared to the yield differential in favor of direct holding, ére
apparent;yiso'pronounced that direct holding by ihdiViduélé,(which; éé hefe
defined, does not include holding through personal trust funds), has become
the exception rather than the rule save for United States Savings Bonds.

On the other hand, in the case of stock and particularly common stock, in-
direct holding as yet accounts for only a small fraction of total outstand-

ings, (although the yield differential between direct and indirect holding is
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‘relatively much smaller than for claims) and is concentrated in personal trust
funds for which the indirect charactef of the holding is less evident. The

* inference is obvious that, at least up to now, individuals have not put a
-high value on the advantages of indifect_holdiﬁg“of stock, or possibly have
rated their own abiliﬁy»of obtainihg;better'reSults than professional managers

‘in selecting stocks and in timing purchases and sales rather highly.

. 2. Liquidity

Oge ma jor advantage of indirect over direct financing and asset holding from
the lenders' point of view is that it generally increases the liquidity of
their holdings (the chance of turning assets into cash at the going market
price and without appreciable delay, cost or inconvenience). This difference
in liquidity is obvious, for example, between a direct mortgage loan on an
individual farm and a land bank bond, or between an individual personal loan
and a short-term debenture of a personal loan company. The reason for this
increase in liquidity inheYent in the use of financial intermediaries may be
subsumed under the heading of "credit substitution": the replacement of a

- smaller and less well-known debtor by a larger and better known one, &
financial institution.

The improvement in liquidity inherent in a.shift from direct to indirect
holding of intangibles is obViously evaluated differently by different economic
units, and the dispersion of these evaluations for a given type of asset is
probably very wide at any one time and within one group of economic units.
There nevertheless seem to occur at times definite and substantial movements in

one or the other direction which affect the bulk of such evaluations. Whenever
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- lenders ‘increase the value-they put on'liqui¢ity? the share of financial

intermediaries in'finaﬂcingvand in holding ;ntaﬁgible assets will rise, and

. for two reasons. The first is that such‘anfin¢r¢aée;in "liquidity preference",
‘as it has been called, will lead to-a shift into cash which is a form of

- necessarily indirect holding. The second reason is that an increase in
‘liquidity will induce a shift from direct t0 indirect holding even among

- 'noncash assets..

- 3. Reduction of Risk

This is another advantage associated in lenders' minds with indirect financing

. which is based on credit substitution. Both subjectively and objectively the

probability of loss is smaller for -an intangible asset of similar character if
& financial intermediary is the debtor. The scope for this reduction of risk
is created primarily by the fact that financial intermediaries generally spread
their assets among numerous debtors, so that the chance of substantial average
loss is much smaller than it would be if the lender ‘entrusted all his funds to

one or a few individual borrowers as is often the case in direct financing.3

3

On the other hand, the chance of a small {average) loss in any one period
is larger for a financial intermediary than it is in direct financing by
individualtlenders. This congideration, however, is not relevant for the
-lender, since such small losses are absorbed by the reserves set up by

. financial intermediaries for that purpose or by intermediafies' net worth.

 ————————
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In fact, when claims against certain financial intermediaries are automatically
covered by ‘government sponsored insurance (as is the case in the United States
for most deposits with banks and savings and'loan(associatidns), the risk of
holding such claims virtually disappears}f

‘In the effect on the supply,ofifunds;'itsis the lenders"current,evélua—
tion of ‘the risk differential that matters for the distribution between direct
and indirect holding. In the long‘rﬁn;5h6Wever,'there is a tenﬁen¢y=for
lenders! evaluation of risk to move in the same direction as differences in
the actual losses experienced in the two ways of holding the different types
of intangible assets. This does not mean that subjective and objective risk
differential .are not occasionally separéted ﬁy a fairly wide gap, or even that
the actual difference in loss is .smaller than lenders' evaluation even in the
long run. In other words, discrepancies between realized and expected yields
may persist for protracted periods and some may not evén show any pronounced
tendency to disappear.

As with other factors, a given risk differential is associated in lenders!
minds with a given distribution between direct and indirect holding of-thg
voiume outstanding, and changes in it, of a given type of asset. When the
differential widens, the share of financial intermediaries in assets and
financing of a given type may be expected to increase., However, it is very
difficult to isolate the effect of this factor except insofar as one may assume
~= and that is generally justified in the long run -- that anticipated risk

differentials move in the same direction as actual loss differentials.
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Unfortunately it is: very difficult1ﬁpvget adequate data even pn.the,latter.g

T —————(——

4 : ‘ o
Pioneering efforts in this field have been made by the National Bureau .

of Economic Research's Financial RéSearch Program,,e.g¢ W. Braddock Hickman,

The Volume of’Corporate,Bond FinanCing SinceZ;QOO, 1953; and in - Dr. Lawrence

B. Jones and David Durand, Mortgage,Lending,Experience in Agricultue, 1953,

both published by the Princeton University Press for the National Bureau

of Economic- Research.

‘4, Price Fluctuations versus Yield Fluctuations

This consideration does not affect the choice between‘direct and indirect
holding of short-term claims, or of long-term claims,vorjof equities.

Whether held directly or indirectly, long-term claims are free of fluctuations
in current income, but are subject to.fluctuations in price.reflect;ng :
primarily movements in the pure rate of interest.and the market's evaluation
of risk; equities are subject to fluctuations in incomevap@ pricgs; and short-
term claims are generally free from fluctuations-onveither.account. The o
alternative comes into play when, as is often the case, direct. holding of bonds
is weighed against helding- of claims_againstdfinangial}intermediaries which in.
turn hold bonds .in additionito:their;other;intangible assets. In such a
choice, lenders! preference (or dislike) of fluctvations in capital value of
their assets compared with fluctuations in current income from them, becomes
important. A lender who buys a bond 1s.certain of the same currentincome

untll the bond is redeemed (disregarding the possibility of default), but he
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does not know the price he will receive -should he decide to'liquidate the bond
before maturity. - A lender who chooses a deposit with a financial intermediary,:
on the other-hand, is certain that he Wi1lfmaintaiﬁ the value of his asset (in
current dollars although not in purchasing power), but he cannot be sure of

" his current income since interest ratestn*depOSitS’with financial
intermediaries are subject to change at‘only short notice. Lenders who attach
more importance to stability of income than of capital will use financial

. intermediaries only at lower yield differentials between deposits with financial
intermediaries and‘bonds, than will lenders more averse -= because of their
special situation or because of prejudice -- to capital losses ‘than to ‘reduction

in current income.

2. Imperfect Divisibility of Direct Holdings

Most types of claims against financial intermediaries are almost perfectly
divisible., They can be acquired in virtually any amount above an almost
negligible minimum, and it is very easy to increase or decrease them by any
amount desired. Both of these characteristics are absent, or at least less
applicable, in the case of direct holding of intangibles. Most forms of direct
financing require substantial initial minimum amounts, and it generally is not

easy to vary the original commitment by relatively small amounts. This

. "lumpiness" is particularly pronounced in the case of mortgage loans, probably

the most important single form of direct holding of claims. It is also notiéék
able in the form of corporate bonds which, in the United States at least, are
~‘usually issued only in large denominations ($1,000). Lumpiness also used to
characterize government bonds. The introduction of savings bonds in denomina-
tions as low as $25 marks the farthest reaching divisibility of direct holding

-~yet. achieved.
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- The difference in the degree of divisibility between direct and indirect.
holding has two effects. First, in -cases where the funds which the individual
economic unit has available for either‘tyrerofvhqlding are of small absolute
amount direct holding is practically riled out. Even if gradual and regular
accrual of small saving installments finally builds up within individual
economic units to amounts sufficient for direct holding, inertia will often
keep the funds with the financial intermediaries’with which they have been held
during the period of accumulation. Secondly, even where the funds available
exceed the minimum required for direct holding, the flexibility involved in
the possibility of increasing or decreasing holdings by any desired amount
gives indirect holding the edge, other things being equal.

While it may look like a mere technical consideration, the almost perfect
divisibility of claims against financial intermediaries probably has in practice
’been one of the most important attractions that financial intermediaries have
had in competltlon for free funds. It certalnly has been a cruc¢ial factor in
the growth of financlal 1ntermed1arles whlch speclallze in handllng claims of
smallnabsolute amount _such as savlngs banks, sav1ngs and loan assOC1at10ns,

and credlt unlons.

6. Convenience

~ The greater ease and conveniencs of indirect compared with direct financing
may be regarded from the theorist's point of view as an ill-defined factor in
the competition for funds; and one not amenable to quantification. It is,
nevertheless, fairly evident that in practice this has been another very power-
ful factor helping financial intermediaries to attract funds which otherwise

might have been used in external direct financing, given the tendency of most
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households and of many buéiness enterprises to follow the easiest and best
‘trodden path in placing funds not‘required in the unit's own operation and not
destined for uses in which financial intermediaries must of necessity be employed
‘(cash holding, insurance protection).

‘Under this heading we may subsume_the7following features:

- (1) Basy accessibility (in the physical seuse) of the offices of finaneial
intermediaries.

- (2) Lack of formality (particularly lack of need of legal documents and
advice) in acquiring’ claims against financial intermediaries or in liquidating
them, a-characteristic which is a collorary of the "standardization" of these
claims.

(3) Absence of need to search for a unit that can utilize just the amount
of funds available to the lender and can match the terms of maturity, repayment
schedule, security, and other characteristics that the lender desires.

(4) Lack of need to ascertain the financial standing of the debtor (the
financial intermediary) even though neglect of this precaution may not always
have been objectively Justified. This advantage enjoyed by financial
intermediaries is part of the prestige which many types of financial
intermediaries have acquired as they have grown old and have become a familiar
part of the economic landscape even to economic units not engaged in

business and innocent of all financial sophistication.

T. Preservation of Purchasing Power

This is one of the few points in which direct holding of assets, even of
intangible assets, would seem to have a decided advantage over indirect holding.

Investors who are more interested in the preservatipn~of the purchasing power of
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their assets or the incéme from them than in nominal yields and capital values
will prefer to hold tangible assets and equities rather than claims, because
there is a good chance that both of these types of assets will move in the
same direction as the general price level and the cost of living, although

at times exceeding and at other times falling short of the latter's upward

or. downward movements.

‘These facts do not in thémselves ¢ons£i£ute an advantage of direct over
~indirect holding of assets sihce, theoretically,'téngible assets and equities
- may also be held indirectly. As a matter of‘fact; no effective ways have as
yet been found to permit iqdividuals,‘particularly those of smaller.means, to
‘'hold tangible assets indirectly. While investment companies represent a
technically almost perfect means for indirect holding of equities, their use
has up to the present time‘been restricted to a small proportibn of all assets
holders, and even for ﬁhem apparently'has absorbed only a small part of total

_assets.5 This may be due partly to the fact that people have not been aware

The total assets of investment companies at the end of 1949 aggregated
epproximately $3 billion (Table A-21), or O.h‘per cent of individuals?
vtdtal agsets, and 0,7 per cent of their intangible assets (A Study of
Sévi‘ <..y Volume III, Table W-16). The number of shareholders in §pen-end
 ilnvestment companies has been estimated for 1952 at not much over 600,000

(L. H. Kimmel, Share Ownership in the United States, Brookings

Instituﬁion p. 111), or a little over 1 per cent of all households 4(The
ratio would be somewhat lower if duplicétions WHich arisé‘ﬁhen more than
dne‘ipdividual in a family owns shares in an investment company  could

- be eliminated.)

——————
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of the possible or probable differences between preservation of nominal
capital and that of its purchasing power, but is probably also due to the less
- evident advantages of indirect over direct hblding in the case of equities

as compared to that of claims. The fact that investment companies do not,

or not yet, share in some of the advantages which financial intermediaries
raising their funds through credit substitution enjoy (such as convenience,
prestige, and superior divisibility) may also have been relevant. At the
present time, therefore, increasing emphasis on the preservation of the purchas-
ing power of capital or income would Probably lead to a shift from indirect
to direct holding of equities. Such an effect, however, might be absent in'a
different enviromment, in particular in .one in which investment companies, or
organizations permitting indirect investment in real estate equities, are more

widely used.

8. Income Taxes

If income taxes are levied on & progressive scale but hit all forms of income

equally, as is the usual case, they will reduce the absolute yield differentials
between different forms of placement, in particular between the yield on direct
and indirect holding of assets, but they will leave relative yield differentials

unchanged.6

Rty ————

6
Relative yield differentials are affected -- specifically, reduced --

only when the tax progression leads to application of a higher rate to
the excess interest or dividend income that is obtained from direct

placement than to the lower income from indirect placement,

e —————
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Whether income taxes act in practice as a deterrent to direct compared
with indirect holding depends, therefore, on whether lenders are influenced
predominantly by absolute or by relative yield differentials. No empirical
material is available on which a confident judgment could be based. However,
it is likely that absolute differentials are given considerable attentidn By
lenders in addition or in preference to relativé differentials; If this
assumption is correct, the existence of a progressive income tax éonétitutes‘f
another advantage to indirect Placement through financial intermediaries. This
‘advantage is particularly pronounced in the case‘éf individuals with large
incomes and in periods of high income tax rafes, €8, in’the United States
since the mid-thirfies.

However, thg Awerican income tax, as it has operafed during most of the
last forty years, has'cqntained two features which, téken by themselves,‘
favor income from direct holding. The first of these is the lower tax on
capital gains compared to current income. Since capital gains ére virtually
absent in holdings through financial intermediaries (except investment
companies), but are important for many forms of direct holding, particularly
the holding of equities aﬁd of real estate, lower tax rates on capital gains
in effect widen the after-tax yield differential between direct and indirect

holding of these assets.7

7

This factor is still more important in countries in which capital gains are
not subject to income tax, €.g. Great Britain. On the entire subject of

effects of capital gains see Lawrence H. Seltzer, The Nature and Tax Treat-

pent of Capital Gains and Losses, National Bureau of Economic Research, 1951.

S R ——



H-23

. A second advantage of direct holding is the tax exemption of the interest
on state and local government Securities.8 This tax exemption would be
8

During some periods. the interest from~certain securities of the federal

government was also partially or fully exempt from income tax. (Cf. C.O.

Hardy, Tax Exempt Securities and the Surtax, Brookings Institution, 1926).

significant for‘taxabie financial intermediaries holding only state and local
government securities since they would then enjoy tax exemption for their entire
income. Actually, however, there are no financial intermediaries of this
character. State and local government securities are held in considerable
apounts both by taxable financial intermediaries (e.g. commercial banks and
‘property insurance companies) and by tax-exempt ones (e.g. mutual savings banks,
government insurance funds). In the case of tax-exempt financial intermediaries,
the exemption of interest from state and local government securities is in
effect wasted, while it is effective for direct individual holders. For taxable
financial intermediaries, the privilege is diluted since state end local govern-
ment securities usually make up only a small proportion of assets,

The effect of the tax exemption of state and local government interest upon
yield differentials between direct and indirect placement may be assumed to
increase with income tax rates. Hence it should have grown considerably over
the last half century, particularly during the last twenty years; and it should
have had a stronger effect on lenders with high than with low income. Indeed,

for individuals in very high income tax brackets, the yield differential
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provided by tax exemption is so large that it has led to the majority of state

and local governnent securities being held diieetly~or through trust funds by

individuals in the upper groups.’

9 . o
See Goldsmith and Mendershausen in A Study of Saving in the United States,

Volume III (Princeton University Press, 1956), Part III. -

————————. ..

9. Legal Arrangements and Government Regulation

Government regulations and legal arrangements, by requiring for most types

of financial intermediaries some degree of governmental supervision and regula-
tion and by providing specialvlegal arrangements for them, have given financial
intermediaries another adventage over direct financing; subjectively by
strengthening lenders? confidence in the solvency and effective managements of
financial intermediaries and objectively by reducing their losses as a result
of the,holding of risky assets. Compulsory insurance schemes, virtually under-
written by the government, such as are now in effect in this country for most
~deposits in banks and sevings and loan associations,‘are examples. Another is

the legislation regarding incorporated trustees.
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APPENDIX I

MATERTALS ON GROSS FLOW OF FUNDS THROUGH
FINANCIAL INTERMEDIARIES

1. The Importance of Gross Flow Information

The body of this study is based, as are virtually all previous studies in
this field, on the reported holdings of different types of assets and lia-
bilities by financial intermediaries or on net changes in these holdings
sometimes adjusted for certain valuation entries to come closer to the
'balance of cash purchases and sales.l This means doing without information
1l
The terms "purcheses" and "sales" are intended to include all other
acquisitions and disposals and to apply to liabilities and equity as
well as to assets.
on how, i.e. by what transactions and other entries, the changes in holdings
which appear in the balance sheets of the different types of financial insti-
tutions have been brought about. We may, for instance, know that the holdings
of an asset by one group of financial intermediaries in a given year has in-
creased by a certain amount, but we still do not know whether this increase
was due to purchases unaccompanied by sales; or whether it represented the
excess of purchases over sales and how large purchases and sales were; or
whether and t6 what extent the reported change is also affected by un-
realized or realized capital gains and losses or other valuation adjust-
ments. More specifically, a change in reported holdings can be broken down
as follows into its components:
(Actual cost of purchases less actual
Reported holdings proceeds from sales) + (realized capital
at end of period
gains minus realized capital losses) +
less
(writeups minus writedowns) + (other
reported holdings

at beginning of period - positive adjustments less negative

adjustments)
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Each of the four bracketed expressions on the right hand side may be
positive or negative, and each may be as large or even larger than the
Change in reported holdings. If we are interested only in the net purchases
or sales balance, i.e. the first bracket on the right hand side, it will
suffice to estimate the three other terms on that side from the income
account or supplementary information and to deduct them from the change
in reported holdings. This indeed is the method which has occasionally
been followed in social accounting, e.g. in the measurement of saving.'2

2 .
See A Study of Saving ..., Vol. II, Chapter II.

If, on the other hand, our interest is in total transactions or in the
relationship of purchases and sales, information on gross actual sales
and purchases is required, information which as a rule does not form
part of the balance sheets or income accounts of financial institutions
a5 now publiched.

Our incbility to break down reported changzs in holdings into their
components and our ignorance of the volume of transactioné which are re-
sponsible for these changes would not be a serious matter if the effects of
a givén change in reported'holdings on the financial institutions themselves,
on the capital market énd on the econonmy were the same irrespective of how
they were brought about, in particular irrespective of the extent to which
they reflect actual cash purchases and sales rather than valuation adjustments
and irrespective of the relation betwéen purchases and sales that finally re-
sult ih a given net change. This is obviously not the case. Ignoring the |
gross flows behind changes in reported holdingé can then be justified only on
the assumption thét by and large the relationships between changes in holdings,
purchases, sales, and the other components of the basic equation do not

change; or that if they change they do so in a regular way known to us for
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which we can make allowance. Such an assumption appears to be hardly justi-
fied to say the least. The customary limitation to changes in reported
holdings, therefore, can be defended only By the absence of gross flow data.
vSo long as it continues we shall be debarred from one of the most important
approaches to the study of financial institutions and of the capital market,
a detailed analysis of the flow of funds through financial institutions.
Specifically we shall not be in a position to set up tables, similar to the
well-known input-output tables developed in inter-industrial relations re-

search,3 cross-classifying all gross flows involving one or more types of

3 )
See, for instance, Leontief, W., "The Structure of American Economy, 1919-1929"
(1941); and Studies in Iacome and ‘fealth, Volume 18 (1954).

intangiﬁle assets as to buyers and seliers. There are only very few types
of assets WithAvery high rates of turnmover, such as cash, Treasury bills,
and short-term loans, for Which the reported change in holdings, at least
if it is édjusted for valuation changes, may be economically more signi-
ficant than total activity'reflected in the sum of all purchases énd sales.
For most other types of assets and liabilities held by financial inter-
medizries it is of great importance to know how = reported change in
"~ holdings is related to the difference between sales and purchases; to
what extent it reflects valuation changes rather than actual flows of
funds; and what the ratio between transactions and holdings, i.e. velocity
or turﬁover, is.

Gross flow data, i.e. information cn 21l the faétors which take part
in reported change in holdings, particularly actual purchases and sales, are

thus en important means of following and analyzing the operations of finanecial
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intermediaries. Unfortunately they are only rarely available. Almost the
only case in which gross flow data are at hand in readily usable form for
a substantial group of financial intermediaries is represented by New York
State mutual savings banks. In other instances a more or less extensive
amount of gross flow data is available for individual instiﬁutions, €.
in the reports which life and property insurancevcompénies submit to their

supervisory authorities, but these data have not - save in a few casest -

uAn erample is the unpublished stztistics of.large insurance companiés
prepared by the Life Insurance Association of America.
been combined for representative groups of them. It was therefore evident
when this study started that supplementation of the basic data on holdings
anc changes in them by data on purchases and sales, or on net balances of
actual transactions, for tne entire period from 1900 to 1949, or even a
suvstantial part of it, was out of the question, and that whatever could be
done in this field had to be of an exploratory nature. An attempt has, never-
theless, been made to collect as many gross flow data for financial inter-
mediaries as possible and in doing so to resort if necessary to unpublished
material. It was, however, decided from the beginning not to go outside
the short recent period of 1947 to 1949 and it was evident that any data
collected would have fé be regarded as illustrative only.

Although a considerable amount of work on gross flow of funds through
the main types of financial intermediaries was thus done in connection with

3

this study most of it was of an exploratory and experimental nature and must

be charged to experience gained without yielding substantive results directly

1
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usable in this study or amenable to publication.5 Attention here will

5

Most of this work was done during 1951 and 1952 by Dr. Howard H. Greenbaum,
then Instructor in Accounting, School of Business Administration, Columbia
‘University. Other commitments unfortunately prevented Dr. Greenbaum from
analysing the data he had collected to the extent originally planned or to
prepare a full report on his findings. Parts of this Appendix, however,
make use of some of Dr. Greenbaum's preliminary reports, but they utilize
only a fraction of the data collected. Dr. Greenbaum's unpublished thesis
Fund Flow Analysis in Economic Research (Columbia University, 1952) treats
in detail some of the problems only touched upon here and includes a survey
of the literature.

therefore be limited to two aspects of this work. The first is an illus-
tration of the methods by which gross flow data can be derived from balance
shects, income statements and other accounting data. The brief textual
discussion in Section 2 uses New York mutual savings banks during the year
19h3'as an example, selected because of the availability of aggregate data
for a substantial group of financial intermediaries. Accompanying tables
'sh¢w the procedures used.

The only-substantive contribution to the information on the gross flow
of funds through financial institutions is made in Section 3 in the form of
g brief review of activity ratios for the years 1947-1949, or part of that
period, for commercial banks, mutual savings banks, the postal savings system,
life insurance companies, property insurance companies, and savings and loan
associations. An attempt is made there to compare activity ratios for differ-
ent types of assets and different groups of financial intermediaries, as it
is felt that in the present almost complete absence of material in this
field the analysis of scattered absolute figures would be premature. This
is supplemented by a brief review of the few available historical series,

most of which relate to deposits with financial institutions.
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2. An Example: Gross Flow of Funds through New York
State Mutual Savings Banks, 1953‘6 '

6This section closely follows a draft by Hovard H. CGreenbaum.
The accqugting techniques gpplicab;e in this study of gross flows of funds
through fiﬁancial(inétitutibnsAwiii béiiiiustfétéé"bj aggregate figures for
131 New York mutual savings banks during‘the year 1943, The basic data were
obtained from the New York State Banking_ﬁeparfment's combination of indi-
vidual reports ﬁade by the 131 banks. |

The derivation of gross flow statistics will be described in thrée
steps. The first step discusses the manner in which comparative balanée
sheets allow the derivation of statements of sources and uses of funds
based on unadjusted net changes in each account balance. The second steﬁ‘
indicates the procedure whereby a more accurate statement of net sources
and net uses may be derived by adjusting for items which are reflected in
the accounts but do not represent a flow of funds. The third step deri#es
gréss flow statistics by substituting detail for the adjusted net sources
andvadjusted net uses of funds. The text 1s limited to a brief description,
the details which show the various accounting operations being given‘at the end
(Tableé I-13 through I-16, beginning on page I-h9).

a. Sources and uses of funds derived from
the net change in balance sheet accounts

Table I-1 shows the application of the unadjusted net change method of
eénalysis. Columns 1 and 2 contain the amounts for the various balance sheet
accgunts at the beginning and end of the year 1943.7 The difference between

T .
The account titles employed are almost identical with those required by the
New York State reporting form for 1943. The main exception related to the
handling of reserves. On the reporting form they are separately indicated;
but in Table I-1 they have been offset against their related asset account.



Table I-i

Derivation of Net Change in Balance Sheet Accounts, New york State Mutual Savings Banks, 1943

I-7
($ 000.)
Net Change
Tiability and
Balance Sheet Asset Equity .
December 31, 19L2  December 31, 1943 TIncrease Decrease Increase  Decrease Uses Sources |
’ (1) (2) (3) () (5) (6) (1) (8)
Assets | )
Cash on hand and cash items $U5,668 $45,501 $167 $106,125 s
Due from banks and trust companies 318,807 425,099 $106,292 ) ? ;o
Promigsory notes ~ net of reserve 1,036 796 240 $240
Bond investments - net of reserve 2,659,889 3,359,488 699,599 . 699,599 )
Mortgage investments - net of reserve 2,887,579 2,783,023 104,556 104,556 .
_Advances for taxes, insurance o J
" net of reserve 1,153 92U 229 229 /
Real estate owned = net of reserve 191,066 130,176 60,690 60,890,
Real estate sold on contract = /
net of reserve 8,159 6,940 1,219 1,219
Banking house - net of reserve 65,931 61,629 4,302 4,302
Furniture and fixtures =~ net of reserve 157 82 5 15
Accrued interest receivable =
net of reserve 32,584 32,329 255 255
Mutual savings banks fund - net of reserve 9,322 0 9,322 9,322
Institutional securities corporation stock, ;
savings bank trust company stock and ;
debentures 37,404 37,358 L6 46
Other asgsets - net of reserve 4,833 4,81k 19 ;;9
Total §6,263,588 $6,888,159
Liabilities and Surplus
Deposits $5,57h4,423 $6,173,503 $599,080 599,080
Accrued taxes, expenses, dividends 6,186 5,936 $250 250
Other liabilities 10,33k 12,166 1,832 1,832
Surplus fund 503,903 524,422 20,519 ) 3
Undivided profits 150,87k 154,287 3,413 ) 23,909
Regerve for contingencies 17,886 17,845 23 ) —
Total $6,263,588 $6,888,159 805,574 $805,97h

Source: Darived from data {partly uﬁpublished) of the New York State Superintehdent of Banks.

4
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these amounts for each account is extended either into column 7 (uses of
funds), indicated by asset increases and liability or surplus decreases,

or column 8 (sources of funds) indicatednby asset decreases and ligbility
or equity increases. It is seen thatv7& percent of the tqtal sources of
funds amounting to $806 million were obtained frcm'increased time deposits;
21 percent from the conversion of mortgage iban and real estate assets;
and approximately 3 percent from retained earnings the remainder was
mainly due to a varlety of asset conVersioﬁs. Approximately 87 percent

of these funds were placed in bond investments of various types while 13
rercent were employed to build up cash balances.

b. Sources and uses of funds derived from the adjusted
net change in balance sheet accounts.

By adjusting the varioué accounts for items reflected in them which do not
involve a flow of funds, Table I-2 arrives at a more accurate statement of
the sources éhd uses of funds. While columns 1 and 2 contain the same data
as in columms T and 8 of Table I-1, there has been & certain amount of rear-

rangment of stubs and combination of accounts.8

8

The stub, "operations", represents the difference in the surplus, undivided
profits and contingency reserve accounts; the stub, "other liabilities" in-
cludes accrued taxes, expenses, and dividends and other liabilities; real
estate owned and real estate sold on contract have been considered as one
category termed real estate; furniture and fixtures and banking house have
been reported under the stub "banking house"; cash on hand and cash items
together with due from banks and trust companies are grouped under the term
"cash and due from banks."

Columns 10 znd 11 of Teble I-2 indichte the uses and sources of funds
after adjustment. The information needed for these adjustments was obtained
from the inccme surplus statement and special zccount analyses contained in

the New York State reporting form. These adjustments, indicated in columns

3-9, are of two types. One concerns book entries that do not involve funds,



Table I..2

I-9
" Sources and Uses of Funﬁs Derived by the Net Change Method 3f Analysis, New York State Mutual Savings Banks, l9h3
{$ 000
Mortgage Valuation
: Valuvation Allowaince Allowance Ap=-
Unadjustedc  Profits on Losses on Direct Return of Current plied Directly Adjusted
Use  Source Sales Recoveries Sales Charge-off Reserve. Provision = to Real Zstate Use  Source
(1) (2) (3) () (5) (6) (7) (8) (9) (10)  ‘11)
Operations $23,008 $=24,351  $-60,T728 $9,854 $57,6h8 $-22,840  $90,142 $73,633
Deposit liabilities 599,080 599,080
Mortgages \ 10k,556 Lol . -6,003 8,913 75,114 $12,851 45,607
Real estate 62,105 1,507 k,876 -6,610 -25,843 920 =5,723 -12,851 18,385
Banking house b,377 -1,93b 2,963 , $520
Mutual savings banks fund 9,322 32,699 -3,403 30 -15 ' 38,633
Other liabilities® 1,582 : 1,582
Promissory notes 2Lo 2 2k2
Advances for taxes 229 -347 302 =372 188 :
Accrued interest receivable 255 =709 207 -110 357
Other assets 19 ‘ . =3,388 839 -811 3,340
Institutional securities .
corporation stock and. _
savings bank trust ' :
company stock and ’
debentures L6 ' ‘ 46
Bond investments $699,599 22,8h4L 22,749 -3,24y -16,021 11,627  =5,03k 666,678
Cash and due from banks 106,125 : 106,125
$005, T2k i“dOSg?@l ' E*";:Z’{?;zo_t}_W? 5208

a . , N
Includes accrued taxes, expenses, dividends =~ thus accounting for difference in totals between cols, 7 and 8 of Table I~l and Cols. 1 and 2 above.

Note: An adjustment amount preceded by a minus sign (=) represents an item with the same effect as a use of funds, while the lack of a sign before
an adjustment smount represents an item with the same effect as a source of funds.

Source: Same as Table -1
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e.g. direct charge~off5, current prdvision for valuation allowances, reversal
of valuation allowances found to be unneééssary, and the application of
mortgage valuationallowances to real estate owned.9 The other type of

9 | |

The write-off of an asset by a charge to valuation allowances is not noted

here because the asset accounts in Tables I-1 and I-2 are net of reserves.
Hence, any write-off against reserves does not affect the balance.

adjustment relates to transactions in which funds are part of the exchange
but the reflection on ﬁhe books of record and on the balance sheet as
practiced in ordinary accounting is not suitable for the purposes of fund-
flow analysis. In this category are found profits, losses and recoveries
involving the realizations upon, or sales of, mortgages, real estate, se~
curities and other assets. Upon the sale of an asset, such as real estate
or securities, the normal accounting procedure calls for the retirement of
the book value of the asset and the indication of the difference between
the funds received and such book value as a profit, recovery, or loss in
the income statement.lO The net change in the asset account reflects the
10

A loss indicates that funds received were less than book value of the
asvet at time of disposition. Both a profit and a recovery denote that
funds received were greater than the book value of the asset at time of
disposition. However, a profit notes that the funds received were greater
than the funds invested while a recovery notes only that the funds received
were greater than the book value at time of disinvestment. It is thus
possible for one transaction to give rise to both a recovery and a profit.
decrease in book value and not the funds receiVed on disposition. Inasmuch
as the book value may be less, as a result of a previous write-down, than

the original investment, it is preferable to reflect sales proceeds by

combining the asset decrease with the profit, recovery, or loss.
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To gain an adjusted measure of funds from operations the unadjusted
operations figure of $23.9 million in cg;umn'l is increased by the amount
of direct chargé-offs, current resefve provisions and losses on sales,
while an adjuétment of opposite sign is‘proper for the amounts of valuation
reserves returned and of profits on sales and recoveries. The adjusted
' figure of $73.6 million then represents,the‘net sources of funds arising
from regular banking opérations, i.e. revenues providing funds less ex~
. penses and dividends requiring funds. This excludes valuation adjust-
ments andArealized capital gains and losses. Sources of funds from
mortgage'loaﬁs were adjusted from $104.6 million to $45.6 million largely
as a result of eliminating the effect of reserve provisions and write-offs,
Unadjusted sourcés of funds from real estate owned of $62.l million de-
creased to $18.4 million after adjusting for reserve provisions and write-
offs. The banking house account is reflected as a source of funds of $4.4
million in the unédjusted figure but upon being adjusted for direct charge-
offs and current reserve provisions including depreciation credits to the
asset account, the adjusted figure is indicated as a use of funds of $.5
million; The other accounts are treated similarly, being subject to more
or lass adjustment.

By far the largest adjustments are required because of current valu-
ation reserve provisions, direct charge-offs and recoveries. The adjust-
ments relating té profit on sales and return of unnecessafy valuation
reserves are next in size and the‘losses on sales are the smallest in
dollar amount.‘ If the asset accounts had been stated gross of reserves,
additional adjustments amounting to $27.6 million would have been necessary

to remove the effect of charge-offs against existing valuation allowances.
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c. The gross flow of funds derived by substituting
"~ detail behind adjusted net change.’

A statement indicating the gross sources and gross uses of funds may be
derived by indicating the detailed transactions back of each of the net
sources and net uses of funds. To accomplish this it is necessary to
“adopt a fund concépt in order to insﬁre a consistent measurement procedure.
* The purpose behind the work will detérmine the;Cdncept to be employed,
although this often must be tempered in light of available data. For
the purpose of tracing the flow of funds through financial intermediaries
In a manner that can be integrated with fund-flow statements of other
'sectors of the economy, it is desirable to select a fund concept enabling
the measurement of all transactions in goods and all loan and security market
tfansactions. Inasmuch as not all transactions involving goods and services
are captured by a cash fund-flow concept because of the existence of trade credit
‘and of aéérued.and deferred items, the fund concept here adopted is broader
than cash aione. The actual components of "funds" of mutual savings banks
may be séen by reference to Section II of Table I-3.

‘ A summery of the gross flow of funds through the New York State mutual
savings banks for the year 1943 is presented in Section I of Table I-3.
~ Total sources of funds of $4,701 million from deposits, Sond sales and re-
demptions, reductions of mortgage loan account, security liquidation, real
estate sales and the sale of services exceeded by $104 million the total
uses of funds of $h,597 million due to Withdrawais, bond investments,
mortgage loans, security acquisitions, real estate acquisitions, and the

purchase of goods and services.
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Table I-3

Flow of Funds through New York State Mutual Savings Banks, 1943

$ ooo)

Section I - Summary of the Flow of Funds?®

Sources of funds:

Total uses of funds

Deposits? $1,868,810
Bond sales and redemptions 2,235,038
Reduction of mortgage loan account 219,241
Other repayments and security liquidation 38,921
Real estate sales 92, 1ok
Receipts for goods and services® 229,935
Recoveries and other sources 17,04%
Total sources of funds? $h,701,393
Uses of funds:
Withdrawals by depositors 1,269,730
Bond investments 2,901,716
Mortgage loans 173,634
Other loans and security acquisitions 188
Real estate acquisitions 73,62k
Peyrznts for goods and servicesb 173,111 .
Losses and other uses 2,121

$4,597, 124

$104,269

Net sources of funds for period

Section II - The Fund Area and Changes Induced by the Flow of Funds

Net
Jen. 1, 1943 Dec. 31, 1943 change

Cash on hand snd cash items $45, 668 $45,501 $-167
Due from banks and trust companies 318,807 425,099 106,292
Accrued interest receivable-net of reserve 32,58k 32,329 -255
Other assets - net of reserve 4,833 L. 81k - 19

Total 01,392 $007, 153 $105,851
Accrued texes, expenses, dividends $6,186 $5,936 $-250
Other lizbilities 10,334 12,166 1,832

Total 316,520 $18,102 §;,5§2
Net funds $385,372 $489,641  $10L,269
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Notes to Teble I-3

a
For supporting schedules see Table I-13.

b
Includes interest credits.

c
~ Excludes real estate not utilized in operation -of banking house.
Includes banking house and other fixed asset acquisitions.

d

Comparison of totals or individual accounts with similarly labelled

stubs in subsequent tables may show some siight @ifferences. For example,
the figure of $4,701,393 thousand labelled "totel sources of funds" in the
present table compares with $4,701,528 thousand in col. 5 of Table T-k.
Such differences result primarily from (1) the necessity of incorporating
the fund area into the source and use presentation so as to provide the
same type of presentation as in net change analysis; and (2) the effort
to conform to the net change analysis conception of "operations" resulting
in a different treatment of some capitalizable items.

Soqus: Same as Table I-1.

s ——
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Table T-13 sﬁppiies the detail supporting the summary of gross sources
of funds in Section I of Table I-3. It indicates the breakdown of deposits
into new deposits and dividend credits; the composition of bond sales and
fedemptions as to redemptioﬁé, sales (with niote as to profit, loss or recovery
attepdant thereto) ard amortization; the.composition of the reduction in
the mortgage loan account, as to foréclosurgs, payments, refinancing and
reccveries; the composition of other repayments and security liquidations
as tn promissory notes,‘advances for taxes and insurance, and Qutual savings
bank insurance fund; the composition of resl estate sales as to real estate
gsold cn contract and real estate‘sold outright; the composition of services
sold as to interest from varidus sources, rentals, fees and cémmissions,
and other miscellaneous sources; and the composition of recoveries and other
sources.

In like manner Table‘I—l3 elaborates upon the summary gross uses of
fundé presented in Section I of‘Table i—3. The gross use of funds relative
to the mortgége loan account is divided as to new loans and additions to
loans, and purchase money mortgages related to sales of owned real estate;
fhe composition of other loans and securities requiring the use of funds
is noted; payﬁents for goods and services are detailed as to capitalizable
expenditures (services and materials, n.e.c.), payroll, interest or dividends,
insurance, rent, taxes, service fees, and other services and materials.

Just as Table I-13 details Ségtion I of Table I-3, so an additional
section might detail Table I-13. For instance, deposits and withdrawals
might be anaiyzed_by size of account, geographical location, industrial
centers and age of depositor; and bonds sold and purchased by type of security,'_

type of issuer, time to maturity, method of acquisition (original issue or
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otherwise), etc. The elaboration could extend in many ways. The available
data, however, do not provide these additional breakdowns. The statistics
therefore have to be restricted to gross flow unrefined Por the large a-
mount of detail appropriate for an adequate understanding of many problems.
A comparison of the flow of funds.calcuiated from unadjusted and ad-
Justed chenges in assets and liabilities, on the one hand, and from three
variants of thevgross flow method on the other;hand, is provided in Table
1-4.11 While total sources and uses come to approximately $800 million

11 .
The differences among the three methods must be interpreted in the light

of the purpose and construction characteristic of each method. Under the
first variant (I) of the gross flow method bond sales and redemptions are
considered as sources and uses within the flow of funds available for in-
vestment; the second variant (II) nets bond sales and redemptions against
bond investments so that bonds sold or redeemed in the year studies are .

not viewed as furnishing funds aveileble for investment; the third variant
(II1) evolves the fullest description of all important goods and financial
transacti mns and the least amount of netting as compared to the other variants
of the gross flow method or the two variants of the net change method.

The number of variants used depends, first, on the nature of the insti-
tutions and the particular accounts studied; and, second, on certain as-
sumptions made on whether mobilization of sources of funds was intentional
or not and whether the disposition of such funds received occurred by in-
tention or otherwise, i.e., whether funds received permitted decisions as
to the manner of investment. Thus, for example, variant II of Teble I-4
ettempts to point out the flow of funds avallable for investment on the
assumption that bond sales and redemptions do not furnish such funds when
exceeded by bend investments.

under thé net change method, they rise to $4,700 million under the fullest
gross flow presentation. The difference is due primarily to the fact that
gross flow method includes deposits received offset by deposit withdrawals
to the extent of nearly $1,300 million, and bond purchases offset by bond

sales to the extent of over $2,200 million, which are essentially omitted

under the net change method. Differences are, however, substantial in



comparison of Net Change and Gross Flow Methods,

Sources of Funds:
Operations
Deposit liabilities
Mortgages
Real estate
Banking house -
Mutual savings bank fund
Other liabilities
Promissory noteg
Advances for taxes
Accrued interest recelvable
Other assets
Institutional securities corporation
gtock and savings bank trust company
stock and debentures
Bonds :
Total

Uses of Funds

- Bonds

. Mortgages
Cash and due from banks
Advances for taxes
Accrued interest receivable
Other assgets.
Banking house .
Deposit Wlthdrawals
Operatlons
Real estate

Total

Table I-h
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New york State Mutual Savings Banks, 1943

Net Change Gross_Flow Net Change Gross_ Flow
- Unadjusted  Adjusted 12 11®  1r1¢  Unadjusted  Adjusted _I® II I11°
{percent of total sources of funds ) _ ($.000) '
(6) (7) 8y (9 (10 (1) (2) (3) (&) (5)
3.0% 9.5% 2.3% 8.3% 5.2% $23,906 473,633 $73,633 073,633 245,932
Th b 7.1 19.2 68.1- 39.7 599,080 599,080 599,080 599,080 1,868,810
13.0 5.9 L.7 16.6 4.7 104,556 45,607 145,617 1k45,617 219,241
T.7 2.4 0.7 2.k 2.0 62,109 18, 385 - 20,986 20,986 92,40k
0.5 . v . e b,377 — - --
1.2 5.0 1.2 bl 0.8 9,322 38, 633 38,633 38,633 38,633
0.2 0.2 0.1 0.2 a/ 1,582 1,582 1,582 1,582 1,582
a/ a/ a/ 4/ a/ 240 "2h2 2h2 oh2 242
d/ . LT 229 -- - -~ -
a/ . 255 -- = -- --
a/ 20 - - - -
&/ a/ a & 4 46 16 ug 16 ug ,
T . 71.8 .. LT - -- 2,235,03 -~ 2,235,03
T00.0% 100.0%  100.0p 100.0% 100.0F  $505, 72k 777,508 33,115,857 $819,810 $Ef75iﬁ§3?
86.8% 85.8% 93. 2% Zs 8% 61 T $699,599 $666,678 $2,90L,T16 $666, 678 $2,901, 716
- . 3.3 3.7 I - 102,611 102,611 173 634
13.2 13.7 3.h 12, 1 2.3 106,125 106,125 106 125 106, ,125 106,125
. a/ a/ a/ a/ -- 188 183 188 188
. 4a/ 3 ¥y g - 357 357 357 357
0.k 0.l Ok 01 - 3,340 3,340 3,30 3,30
0.1 a o1l a/ -- 520 520 520 520
C v 27.0 - -- - -- 1,269,730
S e e 3.7 -- -- -- -= 172,299
. s o ‘s 1.6 - 7,019
TI00.0% 100.0%  100.0% 100.0% 100.0% $805 , 72k Zzzz,eo g3,11h,85z )810,819 4k, 701,928
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Notes to Table I-L

a
Funds availeble for investment, For detalls see Teble I-15.

b :

Funds available for investment treating the net increase in bonds as a

use of funds. This presentation is identical with gross flow Method I
with one exception. The gross source of funds from bond sales and re-
demptions indicated in Method I has been netted asgainst the gross bond
investments to derive a figure for Method II which can be termed the
net use of funds on bond account. '

c
Fullest gross flow presentation.

d
L»=3 than 0.5 percent.

Source: Same as Table I.-l.
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geveral other items too, and not only &s between the net change and gross
‘flow method but also between the variants of each, particularly between the
unadjusted and adjusted net chenge method. This is only an i1lustration
of tae fact that, as has been stressed’in thé‘preceding section, the two
meinods and their variants cannot be indiscriminately used together of in.
lieu of each other. |
Pgble I-14 compares in more détail“the statistics supplied by the ad-

justed net change presentation of TablevI-a and the gross floﬁvpresentation
of Teble I-3. The purpose of this table is to indicate the manner in which
each item in the adjusted net change presentation appears in the gross
flow statistics. In generalithé‘gross flow method simply substitutes detail
for adjusted net figures. However, the adoption of a‘épeciél fund concept
roughly corresponding o cash and trade credit (ex#luding all‘loan and
security accounts) compels certain other readjustﬁents.v Thus, for example,
(1) changes in the constituents of the fund concept, é.g. granting or re-
payment of trade credit, are not considered as'sources or uses of funds;
(2) charge-offs, reserve provisions, ahd'returné ofbreserves affecting
conebituents of the fund concept aré considered as uses or sources of
fur.s; and (3) capitalized items affecting accounts such as real estate and
banking house are.grquped with other purchases of goods and gervicés found

in ﬁheidetail‘supporting income and expense operations,

3. Velocity of turnover of assets as measured by gross flow data.

One of the nmore promising uses of grdss flow date is the determination of
the velocity of ‘turnover of different types of assets for various groups

of financial intermediaries, measured by activity ratios, i.e. the ratio
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of purchaeses plus sales to average'holdings. ‘This ratio can be derived
~only from true gross flow data, i.e. sPecific infbrmation on the value of
debits (purchases) and sales (credits), but not from unadjusted or adjusted
-net changes in holdings. Hence the scbpeffor such ‘calculations is still
very 1imited.l2

12 , . ;

- The activity ratio is thus about twice as high as the usual velocity of
turnover which is calculated as the ratio of debits to average holdings
-and therefore takes account only once of every transaction between two
units. When there is a net increase in holdings of an asset the activity
ratio is less than twice the velocity of turnover as usually calculated,
since debits exceed credits. More specifically the activity ratio falls
short of twice the velocity of turnover by the ratio of net increase in
holdings to average holdings, which for annual data is usually a small
fraction. In periods of net declines of holdings credits will be larger
~ than debits and the activity ratio higher than twice a turnover ratioc
based on debits. The relations are just the opposite for liability accounts.
Here the activity ratio is above twice velocity of turnover when net bglances
rise and below that level when net balances fall.

The concept of velocity of circulation was first developed in con-
nection with money, using either an aggregate for all forms of money or
separate ratios for different types of money like currency and demand
deposits. The concept has also been extended to time deposits whether or
not they are regarded as part of the money supply. In its application to
money velocity may be regarded either as velocity of turnover of ligbilities
of the issuing institutions_(banks or governments) or as velocity of turn-
over of assets of holders - all economic units together or certain groups
of them. The data on velocity of turnover derived from the gross flow
statistics of financial intermediaries must, on the other hand, be regarded
primarily as illuminating the investment habits and policies of these insti-

tutions. Since in most cases the various groups of financial intermediaries

are not the only holders of a glven asset, it is not possible to draw direct
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conclusions from their activity ratios as to the average or typical velocity
of c¢irculation of the asset in gquestion.
Probably the first objective in the caiculation of activity ratios

for different ésséts of financial institutiqns is the determination of the
extent of shiffing between assets. This can be interpreted in several ways.
First we may regard every acqﬁisition‘or<disposition of an asset(of a given
type as a relevant shift. The activity ratio is then calculéted simply

as the sum of puréhases and sales divided by average holdings, commonly e-
quated to the average of holdings at the beginning and end of the accounting
period, often one year. Alternatively it may be argﬁed that the first acqui-
sition of an asset (other than cash) should be excluded for—the caléulaﬁion of
- activity, as not representiﬁg a shift among assets, and that for the same
reason a sale representing a net decrease in holdings over the period should
be excluded. If this point of view is adopted, activity ratios will be
calculated as the sﬁg,of purchases and sales less the absolute value oflthe
net change in hcidiﬁgs over the period divided by average holdings, a
measure which obviously will be smaller than’an unadjusted activity ratio
and will differ from it by the ratio of net change in holdings to average
holiings. This forhula, of courcse, implies the éssumption that net purchases
of a given asset over a period approximate, though they may not be identical
with, first purchases. BSince this assumption is not likely to be generally
correct the sdjusted activity ratios should as.a rule be used only in‘periods
'ﬁhen there are sharp changes in net holdiﬁgs, particularly when the changes
are in the same direction for total assets and most individual assets so(
that net purchases or sales are not so much shifts among assets, as reflections
of general expansion or contraction of assets. In such cases the ad justed
formula is likely to be clései to the use of purchases and séles which re-

flect shifts among assets than the unadjusted formula.
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The activity ratios for given types of asset (or liability) for one
or more groups of financial institutions are of ipterest from several angles.
First, the typical level of velocity of activity - if one exists - is an
important determinant of the character'of’the'market for the asset in question.
High veloéities of turnover of financial institﬁtions for a given asset
generélly point to an active market and, beﬁce,‘a_substantial degree of
iguidity for that asset. Secondly, stability or variability of activity
ratios for vérious assets and differént groups of financial institutions
are significant factors to be taken into account in the analysis of ﬁhe
different sectors of the capital and securities markets. The smaller the
variability in the activity ratios of financial institutions the greater
in general the stability of the market. Thirdly, in the cases where ve-
locity of turnover can be measured or approximated for the total holdings
in the economy -~ as isthe case for corporate bonds and stocks and resi-
 dential mortgages - - the activity ratios of financial institutions, and the
data on purchases, sales, and holdings underlying them, permit esti-
mation of the velocity of turnover for non-institutional holdings and
comparisons between groups ¢f holders whiéh are helpful in the analysis of
these sectors of the capital market. Finally, there is reason to assume
that activity ratios for an appropriately selected sample of financial
intermediaries of a given type is characteristic for the entire group.
This permits indirect estimation of gross floﬁs for broader groups of
financial institutions, which is important in view of the Scarcity of

comprehensive direct datas on gross flows.
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The discussion of activity ratios“for individual assets will already
have indicated that there is little room or use for activity ratioe for
-aggregate assets of financial institutions, or even for total non-cash
assets. The assets of financial intermediaries are too heterogenous
with respect to their velocity of turnover to give economic significance
to such aggregate ratios which by their nature are unable to shed light
on any specific sector of the capital'and securities markets. Indeed
the same objection can be raised against activity ratios calculated for
very broad groups of assets, such as aggregate security-holdings or even
ali bond holdings. Activity ratios genera%ly are useful only when they

apply to a fairly homogenous group of assets or liabilities.

a. Data for 1947-10k9,

Pefore presenting a few results of calculations of activity ratios for
the period 1947-49 a word mey be said about the nature of the material.
Comprehensive gross flow data were available only for mutual savings
banks in New York State, and these (covering the years 1942.194¢) will
ve found summarized in Table I-5. For all other groups gross flow data
cn rnsets could be otmeined only for samples, since data on acquisitions
and dispositions of different types of assets were available only for
individual institutions, generally from their reports to supervisory
agencies, and it was not feasible within the limits of this study to
collect this material for all institutions of a given type or even a
large proportion of them. In the case of life insurance companies use
could be made of the gross flow deta for the eighteen largest institutions
-Icollected by the Life Insurance Association of America. For property in-

surance companies we have to be satisfied with two samples of both fire
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Notes to Table I-5

Source: Columns 1 to T: Derived from individual company reports.

Columns 8 to 10: Seme source as Teble I.1.
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and casualty and miscellaneous insurance companies, the one including the
ten largest companies in each of the two branches, and the other a small
random éample of companies of lesser size. The situation is even worse
for commercial banks. Here published gross flow data are entirely lacking
for assets and notwithstanding considerable efforts could be obtained only
for a few large New York banks for limited periods and a few asset cate-
gories. Hence an experiment was made with various substitute methods which
are described below. The statistics of the Securities and Exchange Com-
mission provide quarterly data on the purchases‘egd sales of investment
companies, but since these cover all securitiééyother than U.S. govern-
ment without breakdown they are of limited use. No gross flow data at
all are available for personal trust departments, private pension funds,
and a number of smaller groups of financial intermediaries. A little
more information is at hand on turnover ratios for the main liabilities
of several important groups of financial intermediaries. The activity
-yatlio of deposits of commercial bankg, New York State mutual savings
banks, and the Postal Savings System, can be ca;culated from official
stutisties - and on a comprehengive basis covering most or all.-insti-
titions in the group -.for three decades or more, and that for savings
and loan associations <for the last decade.

The main results obtained from the calculation of activity ratios
are summarized in Tables T-5 and I-6. The first of these shows for each
of the years 1947-1949 activity ratios based on gross (unadjusted) purchases
and sales, and on net activity (purchases and sales adjusted for net changes
in holdings) for eight types of assets. It is, however, limited to four

groups of financial intermediaries (life insurance companies; fire and
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marine insurance companies; casualty and‘miscellaneous insurance companies;
New Xork State mutual savings banks), the only ones for which gross flow
ca”a could be obtained in sufficient detail. Table G-6 covers several
badﬁ timal groups of financial intermediaries - small property insurance
ccnoanies, certain groups of commercial banks; investment companies, and
savings and loan assaciations - but it is limited'to the year 1949 and
to a.few asset categories. | |

The main impression conveyed by the two tables is one of Very great
&irersity in activity ratios. This'diversity is observable among activity
ra*ios for differen+ assets of the same group of financial institutions
as well as among ratios of d1fferent instltutions for the same type of
asset; It is also noticeable in Table I in changes from year to year.
Indeed, the variations are so great that until considerably more material
is available;in particular data for a longer series of years,'generalizations
are hazardous and only very few appear justified at this early stage of the
investigation of the whole nroblem o: gross flow of funds by means of ac-
thlty ratios of financial institutions. Caution in interpretation is
ta u_nularly indicated in view of the probability that variations among
actJvity ratios are still more pronounced if attention is directed towards
ratios for individual institutions, or if the retios are calculated for
‘narrOWer asset categories than those distinguished in Table I«S or Table
i-6. While it is not yet possible to document in detail the influence of
a finer asset breakdown on activity ratios, scme idea of the variations
among ratios for individual financial institutions is given in Table I-7,
which compares the range of individual ratios and measures of central

tendency with the group averages which have been used in Tables I-5 and I-6.
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Apart from the high degree of variabllity of the activity ratios,
only the following tentative conclusions seem to be warranted:

1., Variability is smaller and the level of‘the ratios lower for net
(adjusted) than for gross (unadjusted) activity ratios. This is to be
expected in a period like 1947-49 when total assets increaged considerably
and there were sharp shifts among major groups‘of,assets, particularly a
reduction of holdings of U.S. government securities and a sharp expansion
~ for most other assets.

- 2. The level of the activity ratics is considerably higher for some
institutions than for others. In particular the activity ratios of life
insurance companies are considerably lower - for the same asset category
- than those for property insurance companies, mutual savings banks or
investment companies, Thesé differences between groups of financial insti-
tutions seems to be more important than differences in the activity ratics
‘of the various types of assets for the same group of institutions.

3. Generally a gross flow of between $2 and $10 accompanies a net
change of $1 in holdings over & yeur. This relationship is a rough in-
dication of what is lost for analysis when ¢only data on changes in holdings

are available.

In the absence of gross flow data for commercial banks some experiments
were made with indirect approaches to the derivation of activity ratios.
Obviously the net change in asset holdings approaches the sum of purchases
and sales more closely the shorter the repcrting period and the less the
offsets (of one‘institution's net purchases against another's net sales)
among institutions included in the statistics. Indeed, if daily changes

in holdings were available separately for each institution within the



I-33

. group, the sum cf'thé changes for &il institutions would differ from gross
’f;ow data for the same group only to the extent that acquisitions and dis-
posals of the same type of asset (or liability) offset each other for a
given date and institution. The difference might therefore be expected
to be relatively small for assets in which transactions are intermittent
rather than continuous. The longer the reporting period and the larger
the number of institutions aggregated the greater as a rule the difference
between net changes in holdings and gross flows and the activity ratios
calculated from them.: |

While no daily data have been published, weekly figures are avail&blé
for reporting member banks and it has been possible to obtain, through the
courtesy of the Fedgral Reserve Bank of New York, aggregate weekly net
chznges in the main assets of reporting member banks in the Second Federal
Reserve District which répresent the total of weekly net purchases or sales
of each of the institutions included disregarding the sign of the balance,
i.e. which are not affected by offsets among iﬁstitutions included in the
statistics. It is also possible to obtain from published statistics figures
for net changes, although with offsets among institutions, on a weekly, 4-
weekly, quarterly and semi-annual basis. Results of these computations
are shown in Tsble I-8 for the year 1949 together with gross flow figures
for two to four large New York banks, which were kindly made available by
these institutions, for four important types of assets (U.S. government
securities with maturity of more than five years; other securities; real
estate loans; and 8ll other loans) and for time deposits.

As expected the activity ratios based on net changes are always smaller

then those derived from gross flow data. Even the ratio derived from weekly
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net changes without offsets is still considerably below that based on
gross flow data. The decline in activity ratios with increasing léngth
of reporting period also conforms to expectations. More important than
thése relationships, which are arithmetically'inherent in the situation,
are the substantial differences among grbups;of banks and types of assets
in the level of activity ratios, in the relation of the ratioito the length
of the reporting period, and in the effect of the elimination of offsets
which appears in a comparison between columns 2 and 3. These differences
can be followed in Table I-8. They do not need to be analyzed here in
2etnil as the table is chiefly intended to illustrate the appiication

of Adifferent methods of measuring or approximating gross flows.

b. Historical data.

Higtorical series of gross flow data and activity ratios for financlal
intermediaries are scarce. Indeed, they are available for only one asset
category, mortgage loans, and here only for few groups of institutions;
and for deposits and aimilar liabilities.

The longest series for any type of asset concerns the activity ratio
of mortgage loans of a group of six large life insurance companies. Al-
though this series, shown in Table I-G, goes back to 1919, there is no
clear indication of a long-term change in velocity of turnover. Mortgage
activity is equal to nearly one-half of holdings a year in the late nine-
teen-twenties as well as in the late forties, both periods of rapid ex-
pansion in holdings of mortgage loans. Activity is much lower, falling
te cne-fifth and less of holdings a year,‘in periods when few new loans

are made, as 1n the early twenties, the late thirties and during World

War II. The thirty-year average of the activity ratio of approximately
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Table I-9

Annual Activity Ratios - Mortgage loans of Savings and Loan
Associations and of Six Large Life Insurance Companies, 1919-1952

Gross activity Net change Net activity
Average holdings Gross activity Average holdings
Life insur- Savings and Life insur- 8Savings and Life insur-. Savings and
ance cos loan assns. ance cos loan assns. ance cos loan assns.

(1) (2) (3) (W (5)
1919 b -.0h .13
1920 .23 Lk .13
1921 .2 .52 .13
1922 .35 .32 24
1923 .39 .72 A1 .23 .23 .55
1924 A1 .63 L2 : .30 24 Lk
1925 45 .66 A5 27 .25 48
1926 Ll 67 .53 .20 .21 .54
1927 37 .60 RIT .22 .21 A7
1928 34 .55 Lo 17 .20 L6
1929 .28 .50 A1 ik 17 A3
1930 .24 L1 27 -.04 .18 .39
1931 .20 .37 1k -.22 AT .29
1932 .10 .33 -.22 -h1 .08 .19
1933 .10 .32 -.68 -6 .03 Iy
1934 .15 4o -.70 -.hs .04 .22
1935 .20 AL -5 -.27 Jd1 . .32
1936 .22 L6 -.18 -.00 .18 A6
1937 .23 48 .04 .11 .22 43
1638 .21 A1 .19 _ .10 .17 .37
1939 .21 : A48 .09 Jd1 .19 43
19§o .22 .52 11 .15 .20 Lk
1041 .23 .53 .15 ..20 .20 Lo
1cho .21 46 .06 .00 .20 A6
1943 .22 .52 -.09 .00 .20 .52
194h 24 .57 -.11 .08 .21 .52
1945 .29 .64 -.20 ..18 .2 .52
1944 .36 .66 -.00 .33 .36 .51
1947 .52 ST .33 .29 .35 .53
1948 .Sh .60 .12 .25 48 A5
1949 .29 \ .54 a1 48
1950 .25 .67 2k .51
1951 .59 .22 ' Ty
1952 .60 .28 © b3

Sources: Data for life insurance companies derived from official state reports
and processed by National Bureau of Fconomic Research. (See chart in
Saulnier, Urban Mortgage Lending by Life Insurance Companies, 1950,
p. 18). Savings and loan data from Home Loan Bank Board, Trends in
the Savings and lLoan Field 1951, and Source Book Savings and Home
Finsnecing 1953.




0.28 a year, of course, reflects mostly new loans made and repayments on
thei, as there is little shifting of loans among lending institutions.

Movements are quite similar in the activity ratios of mortgage loans
of savings and loan associations, which can be followed in Table I-9 back
to the early nineteen-twenties. Here too there is no indication of a long-
term trend, the ratios for the middle twenties and the late forties being
very similar. The level of the ratios is sbmewhat higher than tha®t for
life insurance companies. The difference would probably be smaller if the
latter ratios were limited to mortgage loans on one-to-four famiiy structures;
as those for savings and loan associations practically are. Table I1-11
shows activity in these loans to have been considerably above the average
for all mortgage loans of life insurance companies since the more detailed
data became available in 1939.

The data for mortgage activity of mutual savings banks (see Table
T-10) do not permit the establishment of long-term trends since they are
at hand only for the last decade. The ratios are naturally higher since
the end of World War II, but this cannot be taken as an indication of a
- trend. Tﬁe level of the ratios is similar to that for life insurance
companies.

‘Historical data on activity ratios for securities are limited to the
holdings of investment companies,which consist mostly of common stocks,
shown in Table I-11. These ratios show a marked deeline between the
middle thirties and the period since 1943 when they again become available,

but no definite trend within the last deczie,



Activity Ratios for Assets of New York State

Mortgage  All

19k2
1943
194k
1945
1946
1947
1948
1949

1942
1943
194k
1945
1945
1947
1948
19k9

1942
1943
194k
1545
1046
1947
1948
1949

Source:

loans

12
.13
.16
.18

+35
bo

.16
12
.0l
.00

1

.

.20
-
LY
LAY

2T

.10
.11
.15
.18
.25
.27
.22
.25

Same as Table

bonds

HH

.13
.16
.16
A1

07
.02
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Table I-10

Mutual Savings Banks, 1942 to 1949

U.s.
Govt.
bonds

=

1.80
2.05
1.59
1.00
.86
.80

<15

b. Net change in holdings + gross activity

.16
17
.18
.10
. Ol
.05
.02

Other
Govt.
bonds

Public Industrisl
Railroad utility and misc.
bonds bonds bonds

Gross activity & average holdings

1.14
1.89

.36
1.20
1.22
1.43

.96
&7
81

A7
.38
.25

.78
1.70
1.46

063

.80

5T

.21
e
.12
149
.19
-39

A1
.01
.35
A1
.65
.10

c. Net activity s average

1.51
1.70
1.30

.05
.62
07

(S
1.07

.62
1.46
1.28

.32

17

-35.

1

.26

L
.89
.83
27

.61

W = O Oy 0 O
\n\n£§~q\n}4- .

o

.50
.16
.3y
.56
.02

holdings

30
1.55
1.10

T

.51
1.32

Real
estate deposits

FWNOONED

- . . - - £ d L]
N R R ]
S EETRERG

.07
Jd1
RIT
.50
Ol
J16
.22

.70
.09
.63
.37
.21
.03
.76
24

WM MDLDWIMD

Time

A9
.52
55

.69
.62
.63
.60

-.03
17
.23
.23

.13

.08

DE

09

A48
43
A2
L6
.60
.57
<59
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Table I-11

Activity Ratios for Assets of 3elected Financial Intermediaries, 1G33-10%2

Life insurance companies o "Private security hold-
______Mortgage loans ings of mansgement in-
Non-farm vestment companies
1 to b Multl- Policy AI1™ " " Open- G€losed-
tamily family Commercial Farm All loans companies end end
(1) () (3) Ly (5) (6) (7 (8) (9)

1933 1.08 1.22 1.0k
193k .60 0 .56
1935 .78 (3 .8l
1936
1937
1938
1939 .38 . .15 21 2.8 .25
19&0' .36 .21 .20 27 .25
1941 ko .17 .20 .28 .29
1942 .39 .13 .19 .30 .26
1943 .34 .13 .23 .38 .22 .18% 352 n?
1944 .33 .31 .18 L1 .29 .36 6l 24
1945 .39 24 .37 Lo 35 .25 .3k A5 27
1946 .55 27 .38 Lo 43 L29 k2 ol .23
19k .13 .27 A2 .50 .48 .32 .33 .53 .19
1948 .59 il .33 % R L .36 .5k .21
1949 ks .37 .33 - o ko .36 .35 .55 .17
1950 .5l .32 31 L2 ko 37 L2 6l .22
1951 A3 .26 .32 A1 .38 .35 ko .66 Ak
1952 .30 .22 .27 a8 .29 .33 .31 .51 .10 -

a

Data for 9 months beginning April 1, 1943.



Notes to Table I-11 (Cont.)

Columns 1 to 5 ~ 1939-1952:

Column 6 - 1945.1952;

Colurms 7 to 9 - 1933-1935;
1943-1952:

I-

New mortgages made plus repayments divided by
average mortgages held; based on data in Home
Loan Bank Board, Mortgage Investments of Life
Insurance Companies, 1952, pp. 6, 7.

Loans made plus repayments divided by average
holdings; data derived from Institute of Life
Insurance, Life Insurance Fact Book, various
issues. - o

Acquigitions plus sales of nongovernment
securities divided by average holdings; derived
from data of Securities and Exchange Commission;

- for 1933-1935 from Investment Trusts and Invest-

ment Companies, pp. 634-5; for 1943-1952 from
Statistical Bulletin, various issues. The ratios
shown for 1633-1935 represent medians based on
107 companies; since the flgures shown by the
Securities and BExchange Commisgsion equalled half
of aggregate sales and purchases divided by
average holdings, the Securities and Exchange
Commission figures were doubled.
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Historical meterial is less deficient for deposit liabilities, at
least for banks and savings and loan associations. The main data availa-
ble will be found in Table I~12. Activity ratios can be followed to the
beginning of the century and even beyond for deposits of commercial banks

and mutual savings banks.13 Considereble differences in trend are evident

13

The series for deposits of commercial and savings banks, originally given
as turnover ratios (debits : average holdings) have been roughly transformed in
e vwey described in the notes to Table I-12 into activity ratios to make them
cormzarable to the other ratios used in this chapter.

betwégn thie activity ratios for the two types of Gewosits. The activity
Y
of demand deposits has shown a declining trend since the twenties. This

avparently continued a trend already observable during the last guarter of the

nineteenth and the first guarter of the twentieth cen'tury.14
1k

For this period the only relevant data relate the ratio of bank clearings
to all individual deposits of national banks, but the figures are bound to
reflect primarily the activity of demand deposits. (The series used are
the absolute values of the deposit turnover ratios underlying Snyder's
-index - Business Cycles and Business Measurements, p. 299 - which were
kindly made available by the Federal Reserve Bank of New York).

The activity ratio of time deposits, on the other hand, fails to show
any definite secular change since the beginning of the century if mutual
savings banks in New York State can be regarded as typical. The average
annual activity ratio for them is slightly above 0.50, i.e. deposits and
withdrawals average one-half of holdings, and approximately four years
are required for a complete turnover of the stock. Activity ratios are
considerably higher for the time deposits in commercial banks., The annual
average of approximately 1.00 observed during the last decade reflects

the existence of a relatively small number of accounts of business and
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Netes to Table I-12

Column 1 - Based on average monthly ratios of total clearings to individusl
deposits in all national banks tabulated by the Federal Reserve
Bank of New York. The monthly averages were multiplied by 12 in
crder to arrive at annual ratios, and then doubled in order to
arrive at activity ratios. The resulting figures should, strictly
speaking, be adjusted for net changes in deposit balances as well
a5 interest credits (see note to column 4); such adjustments would,
however, be negligible in the case of demand deposit activity
ratios. (The same comment applies to column 2).

Colurn 2 - Based on turnover ratios (debits to demand deposits divided by
average demand deposit balances) as shown for 1919-19%1 in Banking
and Monetary Statistics, p. 254, and for 1942-1952 in unpublished
Federal Reserve Board tabulations. (The primary data refer to
commercial banks belonging to about 334 clearing houses and ex-
clude interbank deposits). The turnover ratios were doubled in
order to arrive at activity ratios (debits plus credits to demand
deposits divided by average demand deposit balances).

Colurn 3 - Turnover ratios of time deposits in a sample survey {conducted
by the American Bankers Association) of 140 (for 1940-1947) and
808 (for 1949-1951) commercial banks converted to activity ratios
in the same way as for column 2. The turnover ratios are shown
in Garvy, George, "The Velocity of Time Deposits", Journal of
the American Statistical Association, June 1953, p. 182.  Due
to lack of data about the sample, no further adjustment could
be made beyond doubling the turnover ratios; as a result, the
activity ratios are slightly understated (overstated) in years
of net increase (decrease) in time deposit balances.

Solumn 4 - Turnover ratios (read from chart in Garvy, op. cit. p. 180) doubled
" and added to net change in holdings (less interest credits)

average time deposit balances

in order to arrive av activity ratios. Data on averaze holdings and

net changes in time deposits of mewber banks outside New York City

were obtained from Banking and Monetary Statistics, p. 41l; and the

adjustment for interest credits was made by applying the average

rate on commercial bank time deposits (A Study of Saving..., Table

1-23, col. 2) tc average holdings for the year.

Colurm 5 - Turnover data {shown in Garvy, op. cit. p. 184) adjusted in same
way as column 4; data on net change in deposits (less interest
credits) from A Study of Saving..., Table L-38, col. 6; and aver-
age (June 30) deposits in 21l mutual savings banks from Federal
Reserve Board, Revised Statistics of Banks in the United States,
1896-1950, Tatle 5. Jince turnover ratios for New York State
mutual savings banks were applied to data for all mutual savings
banks, some chance of error in the calculated activity ratios
exists. However, since New York State has generally accounted
for from 50 to 60 percent of all mutual savings bank deposits,
and since indspendently calculated data for New York State alone
for the years 1942-1949 (see Table I»10) agrees almost exactly
with figures in the present table, such errors are probably slight.

|
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Teble I-12 (Cont.)

quumn 6

Column 7T

Columy 8

From data shown in Home Toan Bank Becerd, Source Book 1953.

From Post Office Department data shown for 1912-1945 in Histori-
cal Statistics, p. 272; and for 1946-1951 in Statistical Abstract,
various years. The data refer to fiscal years ending June 30.

Repurchases plus sales by open-end companies of their own stock
divided by the average market value of total stock outstanding,
from data shown in Securities and Exchange Commission, Statisti-
cal Bulletin, various issues. {Since no date on the value of
stock outstanding were shown by the Securities and Exchange Com-

'mission it was assumed as equal to 95 percent of total assets).

Total benefit payments plus premiuvms received divided by average
policy reserves. Benefit payments and premium receipts for 1897-
1949 from A Study of Saving..., Table I-8; benefit payments and
premium receipts for 1950-19%2 and policy reserves from 1897-1952
fromhInstitute of Life Insurance, Life Insurance Fact Book 1953,
. 5h. —
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other depositors which are used like demand deposits. Whether the small
decrease in the turnover ratios during the forties, the only period for
which the figures are available, represents a long-term movement is still
in doubt, although it may well do so as the proportion of time deposits

other than savings deposits has been declining.l5 As a result the dif-

15
For a discussion of velocity of turnover of time deposits see the paper
by Garvy in Journsl of the American Statistical Association, June 1953.

‘ference in activity ratio for time deposits in New York State mutual
savings banks and in commercial banks has considerably narrowed. Activify
of postal savings deposits substantially exceeded not only that of savings
denvoits in New York State mutual savings banks, but also that of time
deposits in commercial banks. Apparently at least part of the postal
savings accounts are actively used by their owners in the place of checking
accounts. A downward trend in activity seems to be present, but it has
been of slight dimensions since the nineteen-twenties.

Activity in share accounts of savings and loan associgtions has shown
an . increase during the postwar period, but this probably does not represent
a long-term trend. The level of the ratios is the same as for mutual savings
bank deposits, another indication of theeconomic similarity of these two
forms of saving notwithstanding differences in name and legal character.

The concept of activity ratio may also be applied to two types of
liabilities of financial institutions for which it is less familiar,
premium reserves of life insurance companies and shares of open-end in-

vestment companies.
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Activity of life insurance reserve accounts (measured by premium and
benefit payments) has shown a definite downward trend since the beginning
of the century, from nearly two-fifths to not much over one-fifth a year.
This very low level of activity reflects,'of course, the fact that both
premium and benefit payments in any one year are necessarily small com-
pared to the stock of premium reserves for large aggregates of policies,
apd that only the making and the repayment of policy loans are subject to
sudden movements.

Activity of shares of open-end investment companies (i.e. purchases
plus redemptions by investors) is relatively»low - approximately 0.30 a
year - indicating that a considerazble proportion of the shares is treated

by their owners as long-term investments.
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Table I-13
Detail Supporting Summary of the Flow of
Funds as Shown in Table I-3, Section I.

Sources ~of Funds
S-1 Depositss

New deposits $1,772,870
Dividends credited - 95,940
Total per Table I-3, Section I2 K $l§868§810

5-2 Bond sales and redemptions:
Book value at time of sale

or redemption _ 2,152,282
Add: net profit $22,844 '
recoveries ””VVAQ $4s5,593 -
Deduct: net loss e 3,244 42,349
Proceeds 2,234,631
Return of prlnclpal through _
amortization of premiums o Lot »
Total per Teble I-3, Section I _ $2§235Eo38
S5-3 Reductlon of mortgage loan account:
Transferred to real estate owned 73,053
Payments and/or refinancing 145,784
Recoveries and unidentified items holy
Total per Table I-3, Section I _ $219,21
S-L Other repayments and security
liquidations:
- Promissory notes 2hp

Lnstitutional securities
corporation stock, savings
banks trust company stock
and debentures L6
Mutual savings banks fund 38,633
Total per Table I-3, Section I $38,¢021

S-5 Real estate sales (including
profits, losses and recoveries)@

Real estate sold on contract 1,175
Real estate owned , _ . Q0,379
Unidentified items 850

Total per Table I-3, Section I - $92,h0h
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- .gources of Funds (continued)
- 5~0 Receipts for services:
ivterest - bank balance
bonds
mortgages
promissory notes
rezl estate contracts
Rentals - real estate owned - gross
operating income
safe deposit
banking house

Fees and -“ommissions

Other - Iuncome on securities of
institutional securities
corporation and savings
banks trust companies

COtoer
Total per Table I-3, Section I

S-T Recoveries and other sources:
Recoveries - accrued interest receivable
other assets
Other sources - extraordinary income
collected for prior
periods
all other and rounding
differences
Total per Table I-3, Section I

‘Uses of Funds
U-1 Mortgage loans:
New lcans and additions
Purchase money mortgages
other - unexplained
Total per Table I-3, Section I

U-2 Other loans =nd security acduisitions:
. Advances for taxes, insurance, etc.
Stock and obligations of housing companies
‘Promissory notes
Institutional securities corporation stock;
savings banks trust company stcek and
debentures
Total per Table I-3, Section I

1,509
72,47k
125,858
62

37k

24,430
913

1,992

1,064
1,105

$207
838

15,997
’2

200,277

27,335
154

o

e
(o

el

1,045

15,999

101,555
71,023

1,056

529,935

173,634
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Table I-13 {Cont.)
‘Uges o® Iunds (continued)

U-3 Peyments for services and materials
‘Services and materials, n.e.c.

Banking house 316
Turniture and fixtures - 20k
Resl estate capital improvements 1,496
Real estate acquisition costs 3,500
Real estate nonrecurring charges 1715 6,291
. Payroll - salaries 21,582
extra compensation 920 22,502
Interest or dividends 95,940
‘Insurance - pension plan contributions 838
group insurance 187
deposit insurance 3,598
premium on fidelity bonds 178 4,801
F:nt - banking house - 580
Taxes - social security 611
franchise 4,481 5,092
Service fees - committees 519
mortgage servicing 535
legal 825
advertising 1,780
“audits and examinations 456 4,115

‘Other payments for services and materials
the benefit of which was generally
derived this period:

Tuncheons _ $556
Printing, stationery and postage 913
Banking house expense 5,712
Operating expenses < real estate owned 22,780
Other 3,829 $33,790
Total per Tsble I-3, Section I $1733111
U-4 ILosses =znd other uses:
losses - accrued interest receivable 819
other assets h=l99 . 5,018
- Other uses - unidentified dﬂigé
Total per Table I-3, Section I $55121
Source: Same as Table I-1.

a

During this period there was taken into the income account because of real
“estate transactions profits of $1,507 (000), recoveries of $4,786 (000), end
“losses of $6,610 (000).
b

These items were noted so as to indicate possible inclusions under this category.
Stock end obligations of housing companies were not a classified item until 1945.
Thz othor two will be found as sources of funds this period in Schedule S-k.




_ - Table I-14 ; I-52
New York State Mutual Savings Banks, Comparison of Dgta Supplied by Adjusted Het Change
Method and Gross Flow Method - January 1, 1943 = December 31, 1943 ($ 000)
Adjusted et Change Mcthod of Analysis - Per Table ¥-2 ' Gross Flow Method oflAnalysis - Per Table T-132
Operations Use Source
$73,633 Services and materials, n.e.c. $6,291 Interest $200,277
Payroll 22,502 Rentals 27,335
Interest or dividends 95,940 Fees and commissions 15k
Insurance L,801 Other 2,169
Rent 580
Taxes 5,092
Service fees k,115
Other payments for services
and materials the bepefit
of which was generally
derived this period 33,790
Note: TFor detail of each item above see Table I-13, Schedules S=6 and U=3..
Deposit liabilities 599,080 Withdrawals $1,269,730 New Deposits $1,772,870
4 Dividends credited 95,940
§1!269g730 §lg838§810
Mortgages 45,607 New loans and additions $101,555 Foreclosures and trans-
Purchase money mortgages 71,023 fers ro real estate
Other 1,056 owned . $73,053
Payments and/or refi- '
nancing 145,784
Recoveries and unidenti-
fied items Lol
§l73,§3£ £219!251
Real estate 18,385 Real estate acquisitions Real estate sold on contract $1,175
(including foreclosures) $73,624  Real estate owned - sales 90,379
' Unidentified items 850

$73,624

Note: Profits, recoveries and losses
are included in the sources of
funds from real estate sales

(concluded on next pege)



Table I-1lk (Concl.)

I~ 53
Adjusted Net Change Method of Analysis = Per Table T2 . Gross Flow Method of Ancl-sis = Per Table T=13.
‘ ' Use Source Use ) Source
Banking house $520 Included under operations above
in classification services and
materials, n.e.c.
Mutual savings banks fund $38,633 Mutual savings banks Tund 338,633
Promissory notes 242 Promissory notes 242
Institutional securities corporation stock Institutional securities
and savings banks trust company stock and corporation stock and
debentures L6 savings banks trust company
stock and debentures L5
Advances for taxes 188 Advances for taxes $186
Cash and due from banks 106,125 Changes in this group of accounts were viewed as neither sources or usesg of
Accrued interest receivable 357 defined funds inasmuch as they represent the unit termed the fund which is
Other assets 3,340 given in exchange for services, materials and securities of different nature.
Other liabilities (including accrued taxes, ‘ These are found in Table I-13. The amounts per the adjusted net change method
expenses, dividends) 1,582 to the left, and per Table I-13 differ in respect to &cecrued interest receiva-
ble and other assets. For explanation of this difference see the general foot-
note to this Tabvle.
Bond investments 666,678 - Bond investments $2,901,716 Bond sales and redemptions $2,234,631
Premium amortization Lot
§2,9OI=715 §2,235=O38

a

~The purpose of this exhibit is to indicate the nature of the
gross flow method and to indicate the manner in whi

Note: Profits, recoveries and losses
are included in the sources of
funds from bond sales and re-
demptions.

difference in presentation under one form of net change method and one form of
ch each item in the adjusted net change statement of Table I-2 appears in the gross flow

figures of Table 1=13. Therefore, a close review will find that while all the adjusted net change items are present as per Table I-2 only

those items of Table I=13 are utilized which aid to exp
complete gross flow statement is Tfound in Table I-13.

§ﬁ3rce: Sane ag Table I-1,

lain how the adjusted net change information has been utilized or converted. The



Totes to Teble T-14

The relationship between the gross method and net method can be seen to

be that the net method report is generally elaborated upon by gross method
dets11l. Thus the net increase in deposit liabilities of $599,080 is de-
“ta‘lzd by gross additions of $1,868,810 and gross deductions of $1,269,730.
How:ver, certain exceptions to this generalization must be noted.

1. Where additional detail is not available so as to permit a
showing of the full activity in the account the net figures
wera employed in: the gross flow presentation. This is true
of promissory notes and advances for taxes.

2. Reclassification and redefinition in certain cases results in
‘gross sources and gross uses which upon subtraction do not
.reduce to the net change figure as in the deposit liability
illustration above. This is true of the following:

Real Estate

Gross source $92,40k
Gross use 73,624
Difference 138,700
Net change- source per Table I-2 18,385
To be explained $395
Explanation:
Capitalized improvements reflected
by adjusted net change method in
real estate account, but reflected
in gross flow method in operations
under services and materials, n.e.c. $395
“Accrued interest Receivable
Per defined fund area - Section II
of Table I-3 255
Net change - Use per Table I-3 357
To be explained $-612
Explanstion:
Direct charge-offs and current
‘provisions for losses treated as
losses of funde in gross flow
method 819
Return of reserve. fcund unpecessary
treated as a recovery of funds i
gross flow method 207 §-612
Other Assets
Per defined fund area -19
Net change - Use - per Table I-2 3,340
To be explained - $3,359
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Notes to Table I-14 (Cont.)

Explanation:
Direct charge-offs and current
provisions for losses treated as
losses of funds in gross flow
method 4,199

Return of reserve found unnecessary
treated as a recovery of funds in

gross flow method $839
Rounding difference 1 840 $3,359
Operations
Gross sources $229,935
Gross ‘uses ) : 173,111
Difference 56,824
Net change - Source per Table I-2 73,633
To be explained $-16,809
Explenation: , . .
Sources from operaticns per net method 73,633

Adé: Unidentified charges to income.
under net method transferred to losses
and other uses under gross method 103

Deduct: Payments for materials under
gross method not charged to income
under net method

Banking House $520
Real estate improvements 395
Unidentified extraordinary 16,912

income included in income
under net method but classi-
fied in recoveries and other
* sources under gross method 15,907 -

Net deduction from net method oper-
ations figure to arrive at gross
method operations figure 16,8009

Sources from "Operations" per gross method  $56,82L




-Sources of Funds From:

Deposits

Bond sales and redemptions

Reduction of mortgage loan account

Other repayments and security .
liguidations

Real estate sales

Receipts for goods and services

Recoveries and other sources

Total

Uses of Funds Due To:

Withdrawals by depositors
Bonds investments
Mortgage loans
Other loans and security
acquisitions
Real estate acguisitions
Payments for goods and services
Losses and other uses

Total

~Net Source of Funds

" Note:

Source: Same as Table T-l.

Table I-15

Flow of Funds Through New York State Mutual Savings Banks - 1943, Adjustment
of Gross Flow Data to Funds Available for Investment Basis (§ 000)

Gross Flow Data
(from Table I~3)

(1)

$1,868,810
2,235,038
219,241

38,921
92,40k
229,935

17,04k

§L, 701,393

1,269,730
2,901,716
173,63k

188
73,624
173,111

5,121
@h 597 zle
§10h§269

Deposits Off=-

set by

Withdrawals

(2)

$‘l:269:730

1,269,730

Foreclo-
sures

(3)

$'73:62h

73,62k

Purchase
Money
Mortgages

(1)

$=T71,023

71,023

payments for
goods Deducted
From Receipts

for Goods

(5)

$'l73:lll

173,111

Losses and

Other Uses Adjusted to

Offset by

Recoveries

and other
Sources

(6)

$5,121

5,121

Funds Availe

able for
Investment
Basis

(1)

$599,080
2,235,038
145,617

38,921
21,381
56,82k

11,923

33 108 78!, .

2,901,716
102,611

188

53,000,515
§10h2269

I- 56

Deposits net of withdrawals

Bonds
Mortgage repayments

Other repayments

Real estate sales

Net receipts less payments
for goods and services

Net of recoveries and other
sources less losses and
other uses

Bonds
Mortgage investments

Other loans

For interpretation of the adjustment columns it is necessary to understand that an adjustment amount preceded by a minus sign (=) represents an item with
the same effect as a use of funds, while the lack of a sign before an adjustment amount represents an item with the same effect as a source of funds.
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