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I3 rtween Deceulber 1952 and Sept,ember 1958 the co~nbi~led  stock 
holdings of t,lie funds i rdudcd in this anal\-sis iricreasrd by some 215 
percent from $3,247 ~nillioli to $1 0,242 ~~iillioil." At. t'lie earlier date, 
55.3 percctnt of the total was held in st,orks listed on tlie New York 
Stock E W ~ A . I ~ ~ C ~ ,  3.3  p ~ r w n t  ill S ~ O C I ~ S  listeci on otller escl~anges, a,nd 
11.4 percent in stoclis traded old>- over-tJl?-cou:lter (table 1V-38).25 
By September 1958 tlie proport'ioll of tlw t o t d  held in stoclrs listed 
on t,he Ncw Yorli Stock Exha.~ig:.tr i i d  lullcn by slightly more t'littri 
4 pcrceutagc. points to  S1.1 perccl~t,  wliile tlw proportioli held i r ~  
s180cks lisietl on other eschnugcs had r i s r i~  1 ) ) -  '7 pcrcent'agr points 
t o  5.2 percont, arid that  held in ovcl.-rl1e-c.o~11itc1. st'oclis had :&o 
incrcmml by 2 pcrcentag~ pointjs t'o 13.7 percent. 

' 4  Stock holdi:!gs lor t l i i c  purpose i~lciu~lc lml; Im'i:n (prinripdly C:~n;irl:an) am1 <!onirsl.ic cnirimon 
and preicrred stocks. Thrl rr~lr;:bcr o:iunds itlr1urlc:t ns of Srptr,:nlvr 19.55, I,%, was 7 less c l l m  tlre I,ulnt,rr 
inclurlrd in the r~~rtfolin annlysis ~:rr!icr in this clr:il~ta..  'l'hc Iur~cl;  cseludrd wcrr j~rinsipally srr~all funds 
and t.hcir net asrs3ts as of 13:8 amonnted to  only a l ~ o u t  1.5 pwciil. of rhr net usscts of the m n x i r n r i ~ :  universe 
of funds inclu(lr.rI in  ~.;v.lirr chapter's o i  this ro!~or:. 

25 Tlle "othcr c?rhm:r;" data in  lablc IV-38 it~olurlc sir~cks )!a\-ing unlisted trading pririlcges on other 
exchanger, but esclude those listcd on thc Yen- Yo1.k Stuck I . : x l ~ n u f i ~ ' .  



TABLE IV-38.--0prn-mad rnucstinent fund holdings of c o m m o n  and p r ~ f s ~ r e d  s t o c k s  by  place of izxfcng, liy l y p c  of f u n d  and hy  s1.1 of f u n d ,  
December 1952 and September 1958 

New York Stork 
Exchange 

-- -- -. 

Amount  Per- 
(million) cent 

O r e r - t h ~ -  
counter 

i m o u n t  Per- 
million) cent 

Kcw York SLot,k Other r~wlrnnges 
Ewhnngc 

n v ~ r - t l r e -  T o l d  
counter 

- 
Per- 
ceut 

-. 

Per- 
CCllt 

-- 

Per- 
cent 

. m o m !  
nillion, 
-- - 

~..-~... 
$10.6 

1.7 
49.3 

ixnounl 
million) 

i1:1oun 
million 

$23. 0 
278.8 

19.0 
2, 2r10.2 
-- 

406.1 
9 . 5  

1, 703. i 

5, 7i5. 7 

X X  9 
2, 6:18. 7 
2,280. 1 
.. -- 

Y, 308, i 

199. X 

882.5 

3,429.0 

3.794. 4 
- 

P,,r- 
cent 

Per- I l n o u n  
cent 1 (nlillion 

A .  Tppe of fund: 
Foreign security funds.. . $ 5 . 3  
Specialty funds .--..-... S9.4 
Bond and ~rcferrcd stock 

- -- 
Incon~e . . .  . 7 1  1 82 .5  
Urowth-~ .  . .  . -  . 2.2 74. 7 
Rlixrtl ... . .  714.0 81.9  -- 

Common stock 1.111ds - .  1,772.0 91.6 
- - - -- -- 

I n c o m ~ .  .. . . . .  265.8 96.1  
O r o r t i )  . . I  h 3  1 89. I 
Mixed ... . .  679. 9 93 .0  

15. Sisc 1 of fund: All funds: 
(a) N c , t  aswts I:% t11311 

161 Nct s s c t s  510.000.000 

100. 0 

100 11 

100. 0 

loo. 0 

LOO. 0 

than $50,- 
. .  255.0 

$50,000,000 
than $300,- 
..~ .... ~ .-.. 1,035.6 
over $300,- 
. . ......... 1,410.0 

1 Size as of September 1958. 
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This relative r~iovernent from New York Stock Exchange stocks was 
clearly noticeable in each of the t a o  principal classes of funds examined 
t1irougi:out this report, balanced fu i~ds  and cornmon stocli funds. 
l3:tl:iticed fund lloldiligs of Ne\v York Stock Exchange stocks declined 
 iron^ 82  percent 01 tlwir total stock portfolios to 77.6 percent, wd the 
corrt.spontliug clci line ill the case of' ihc  conllnon stocli furitls was from 
91.6 percmt ol the total i11 1952 to 89.2 percent in 1958. The  coin- 
111011 stock funds : ~ b  ii class, therefore, placed relatively more weight, 
or i~ ltrrger. proportion of' their stnck portfolios, on New Torli Stock 
Exchange stocks tli t~n tiid the biilmced funtls. This rxlatively lower 
inicrcst in XCW York Stock Ewhnnge stocks on the part of the 
h:~laiiccd l'uncls is :~ccountecl for in part,  however, b) thcir larger 
c.mplli~sis on prclerretl stock lloltlings. As of September 1958 (see 
trtblc TV--2, :hove) the hdanced funds tis 2~ whole had placed 13.9 
~ x w t m t  of t l~e i r  assets in I T S .  preferred stocks, while the common 
stork Cnnds tls :t total class I ~ a d  p1:rced onlv 0.9 percent of their assets 
in these securititx The  distributions of the balanced fund common 
: ~ n d  pref'erretl stock holdings by place of listing are compared in 
ttiblc IV-39. 

The preferred stock holdings of the balanced funds are thus more 
l ie t idy  concmtratetl in over-the-counter securities, while their com- 
~t lon stock holdings (M-hich >ire Inore directly comparable with the 
cornrnon s t o ~ l i  fund data in table IV-3%) ~mphasize inore heavily 
the New York Stock Exchange stocks. It is noteworthy, moreover, 
that in cncb of the two types of' stocks, common and preferred, the 
same relative inorernent from New York Stock Exchange stocks 
occwred between 1952 and 1958. At the 1,ztter date approximately 
one-half of the halni~ctd funds' prcfcmed stock lioldings were traded 
only over-the-counter. 

Tasr,~ IV-39.-Percentage dzsfrzhutzon o f  common stock and pre elred stock holdirigs 
of balanced funds, by place of listing, Decanrber 1952 and k p t e m h e r  1958 

December 1962 

1 I I 

September 1958 I I I I 

Preferred stock . . .  62.2 10.9 I 2R. 9 100 40. " 5.8 50.5 100 
Common stork .........-..-. 
T*, ................... 4 ::;s / i:: 1 1::: 1 % / ;!:b 1 ::F: / :t: 1 iD 

I New I 
I'ork Other 
Stock cichsnges 

/~xchanpe j  

I n  the case of the common stock funds, declines in the relative 
importance of Xew York Stock Eschangc stocks occurred in those 
f'unds which imnounced investment objectives of "income" and 
"growth." Between 1952 and 1958 the relevant percentages moved 
from 96.1 to 91 4 prrccrit for the "income" stock funds, and from 89.1 
to 84.8 percent for the "growth" stock funds. The common stock 
funds armouricing a "mixed" investnlent objective (as previously 
classified for purposes of this report) actually increased so inewh~t  the 
percentage of thcir combined stock portfolios held in New York Stock 
Exchange stocks from 93 pcrcent in 1952 to 94.1 percent in 1958. 
Thc p a t t ~ n i  of change in distribution in the case of the balanced 
funds was the opposite of that  which has just been noted for the 

Over the Total York Other Over the Total 
counter 1 E~~~;g. /ewhmg-(  counter 1 
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colnnlon stock funds. In the balnr~ccd fund section ol' t h  ultlustr~ , 
the "income" funds and the "growtll" lutlds 2 9 t ~ c l ~  iricrcased the 
pt rccritagr of stock portfolios held in Yew Pork Stocli Eschnngc 
stocks, while thc corresponding ptwcntnge fell from 81.9 to 7 6  4 
pcwcrit irr the case of the "rniud" ohjcctivc cl:m of h:~la:i~wl funtls. 

A similar decrease in the relative irnport:-tncc of New Yorl; Stocli 
Esc.hmgc~ stocks occurred d~iring the. s t u d -  pcriotl i r ~  the spticii~lty 
funds, i~ltllough the changes i n  portlolio tlistrihntior! ( S ~ P  table 1V-3%) 
ww vcry slight in  this casc 'rhc clinngc in t ht> c!istr~h~itio., of thc. 
bond nnd prr.lcrreJ stock furlds is ~nuch inor(> pt*onoinic+~~l, tht. corw- 
spo~~cl~r~u.pc~rcc~ilt :~gcs k~vnij i  tleclrnetl Iron1 78.3 in 1952 to 51 .7  p:.rccilt 
it1 19.58 'I'lle figures for t h o  iore~yl~ wcw.it~- f~uic!s i i r  t illdc I?' 8H 
should br interprctccl w i t h  cxutio:~. Only olw sur*li lullti is iricladctl 
ill the :m:rlyqis :ir of 1032, :urd t lit. iici~x J i nwd 111m: 11y tl~c.;c fuilds 
in foreign se(*us~li(~s. p r ~ ~ ~ ( ~ i p t d l y  ~':m:~di:m, ~ ~ ( Y K I ~ o ~  I N ~ ~ Y I ~ Y Y I  tllc 
berichtndi dates n t  present being r\ i i~~~inctl .  

In nlost of the instances exalnincd 111 the foregoule p:;ixpral>hs the 
relative moveruent from Xcw Yorli Stocli Exchnngt, stoclis v\. as ac- 
companied by tin inc~c iwd  intcrcst in sloclis tr:itlt 11 01117 over thv 
counter. The prop or ti or^ of stock portfolios held ~ I I  "dihcr c~cl~i~r igc"  
stocks rcnit~inetl newly si:~blc in most instances. tlio~igh i i i  gc~i(\r:~J tIw 
change in this class K ~ S  in the saine direction ns lor "over-~h,~-c~oiir11 CS" 

stocks. Detailed \ ariatioris ttrc again observable 111 t:thle lY-;B. The 
most prominent eweprion to this pttttern of chiltigr o c ~ u r ~ w l  o r i c ~  
:t~.nin in the bond illid prefcrrcd stoch funds, whew the ! lwry  clwl;rir irt 
New York Stock Exchange stocks was accompanicld h>- u much srnal:er, 
but still noticeable, relative decline in "other exchatige" stocks 
'Uie over-the-counter stocks ol these funds, on the other hand, 
increased sharply from 12 M percent of stock portfolios in 1952 to 
43 percent in 1958. This change of portfolio tactics on the part of 
the bond and preferred stock funds provides an interesting cornparison 
with a previour tactical c h a n g ~  of the saine funds: namely, their 
movement witiiin the corporate bond section of their portfolios horn 
LLinvestnlent grade" to "other" bonds. It was fonnd in the earlier 
portlolio analysis that at September 1955: some 89 percent of tlicir 
total corporate bond investment was held in "other" grade bonds. 
(See table I V 4 . )  

DISTRIBTTTIOS O F  STOCK PORTFOLIOS 131 PLACE 01' L I n T I V G ,  H I -  S1ZEh 
O F  IXVESTMEZIT FUNDS 

The rrclassificatior~ of the  investment fund universc sims of  funds 
(see table IV-38, part B) indicntes the  same cwnclus~ons ibs were 
derived from the foregoing analysis. For each of the four size classes 
the percentage of stock portfolios held in New Yorli Stock Exchange 
stocks declined between 1952 and 1953, while the percentage held in 
other exchanges and over-the-counter stocks both increased during 
the sarile period. In 1958 the largest class of funds, those with 
assets 111 excess of $000 million, held a larger percentage of stock 
portfolior, 86.5 perwnt, 111 New York Stock E,cl~it ~ g e  stocks than 
did the other three size classes of funds These Ittrgtcest Funds also 
held a rather lesser percentage than other furids in other exchange 
stocks and over-the-counter stocks, 2.7 and 1O.h percent. respectively. 

yi Only four funds were lncluded In the balanced "growth" class In 1952 and on11 seven 10 1958 
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There is a slight suggestion of a positive relationship between 
fwnct size and percentage of stock held in over-the-counter securities 
for the three smallest size classes of funds in 1955. In the case of 
both the New York Stock Exchange and the other exchanges, on the 
other hand, a similarly slight negative relation appeared between the 
size of the fund and the percentage of portfolios listed in these marlicts. 
These relationships, however, are probably not strong enough to 
warrant milch comment, since they were produced principally by a 
small number of the funds in the $50 to $300 million and $10 to 
$50 million classes. 

A fuller analysis of the distributions of investment funds' stock 
portfolios by place of listing, analyzed by principal type classes and 
sizes of funds, is prcscnted in tables IV-40 and IV-41. The distri- 
butions in general confirm the conclusions previously based on the 
aggregate data of table IV-38, though it is now noted that wide 
dLfferences of dispersion exist between the various types and size 
classes of funds 

T R E  1 - 4 0 :  b ' i  ,3qctenc~/ dzstributzoa of open-end investnient  f u n d s  by p ~ r c ~ n t a g e  
of s t o ~ k  portjolzos l ~ s t e d  on ,Yew Y o r k  Stock Exchange,  by size 1 of f u n d ,  December 
1,952 a n d  Brpkntber  1.958 

DECEMBER 1952 

20 and less than  60 .-.--.---....--...-.. 3. 7 4.2 4.4 2.9 .---_----._- 
Lessthan20 ...-..-_..-....-----.---..-- 1 : I  3.7 1 1 4.21 ? 1 2.21 1 5.7 1 -.--.- 1 ..---- 

1 , s  I I /  I l l ,  

SEPTEMBER 1058 

1 Size as of September 1958. 

100 ....-.........--....-.------------.-- 
90and less than 100 . . . . . . . . . . . . . . . . . . . .  
80 and less than90 -..--_..-.-.-----.--- 
60 and less than80 --.--..---.-_._--..._ 
20 and less than60 -..-..--.---.--.-.--. 
Lessthan20 ....--.-..---.--..-.---.--_- 

T o t  - -  

16 
56 
38 
36 
I1 

9.5 
33.3 
23.2 
20.8 
6.6 

111 6.6 

168 1 0  0 1 .  

21 
12 
11 
7 
5 

68 

1 2 1 7 . 6  
30.9 
17.6 
16.2 
10.3 
7.4 

100.0 

2 
17 
13 
13 
4 
3 ---------- 

62 

3.8 
32.7 
25.0 
25.0 

7 . 7  
5.8 

1W.O 

2 
15 
11 
10 

------ 
3 

41 

4.9 
36.6 
26.8 
21.4 

------ 
7.3 

100.0 

3 
2 
2 

------ 

------.----- 
42.9 
28.6 
28.6 

------ 

7 

.-....----.. 

100.0 
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TABLE IV-40b.-Frequency distribution of balanced and common stock funds b!y 
perceniage of stock portfolios listed on  New York  Stock E ~ c h u n g e ,  by  size1 of fund, 
December 1952 and September 1958 

DECEMBER 1952 

NoTE.-SW che following: 
(a)=Punds with net assets less than $10,000,000. 
(b)=Funds with net assat,s JIO,M)O,M)O and less than $50,000,000. 
(c)=Funds with net assets $50.000.OM) and less than W00,000,000. 
('dj=Funds with net assets over $300,000,000 

In  1952, 25 funds, including 2 balanced funds m d  9 cornrnon 
stock funds, held the whole of their stock portfolios in ~ecurit~ies 
listed on the New York Stock Exchange (table 1V-40 (a) and (b)). 
I n  1958 the number of funds whose stock portfolios were concen- 
trated in this manner had fallen to 16, including only 5 common 
stock funds and no balanced funds.27 The remaining funds were 
clustered heavily in high percentage modal classes so far as their 
percentage distributions of stocks in New Yorlr Stmock Exchange 
securities were concerned, wit,h less dispersion appeitring in the com- 
mon stock funds, particularly in 1958. The smaller dispersion among 
common stock funds was produced by the uniformly high percentsage 
holdings of New York Stock Exchange stocks. Other types of funds 
typically have large exchange holdings also, hut the appearance of 
an occasional fund whh small perc,entsgc holdings lowers t,he group 
percentage and introduces greater variabi1it)y within t'he various types. 
This difference is reflected in the distributions preser~ted in table 
IV-40(b), where the median pcrcerltage for balanced fullds is 86 
permnt for 1952 and 83 percent for 1958, compared wit'h the rat'her 
higher median percentages of 91 a,nd 89 percent for t,he same dates 
respect~ivc1~- for the common stock fnntls. 

2: Thus 18.5 percent of the funds includcd in this analysis concrntrated their stock portfolios. in New 
York Stock Eachonge securities in  1952, compared with o~i ly  9.5 percrnt in 1958. The analysis in thls section 
includes 135 funds as of 1992 and lIi8 as of 1958. 
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In the analysis ol' the prrc.entnges of stock portfolios placed in 
over-the-counter. stocks (tables 1V-41 (a) and IT'-41 (b)) slnlilar 
variations i I I  thc distributioris are noted. with a clustr~ing of funds in 
this cSnse Irl lower pcmcntngc :11ot1al classes. 111 1952, 3.5 funds, 
iccluding 6 bnlanctd furlds and 15 conrlrlon stock iurltls (principallj 
of the srr~allcr size clttsscs U S  funds) Imd not placrd an? of their port- 
folios in over-the-counttr s fwLs .  B? 1958. ~~eflecting the prcviousl~ 
noted rnnvclnmt to\r-nrtl ov:r-thr-courltrr. ~ t ~ l i s ,  the nurnbcr of such 
funds had fallcrl to  27 (crily 16 prrbccnt of tlic total ~lurnber. of Suntls 
mclucied in this analysis. against 26 perccllt of the total in 1952), 
illc!ucling 1 halnnccd lund mil 11 c3.31rlxorl stock !'untlb, once again 
pretlorn~natt~l- of thv s r ~ l a l l ~ r  sizr calnsscs of funds. The mo\-crllent 
of the i i~vcs tn~ent  f~intis towrr:i~~l t t ~ ~  ovcr-tlw-counter sec.uriticls is 
reflected in tabltls IV-4l(a) nnd IV-4l(h). Kineteen perccnt of the 
total 111:lllbcr of funtls 11c>lti rliorc t ! ~ n n  20 percent oS their stock port- 
folios in t l l ~ w  mwritiv, ill 1952, m d  thy :iuu~bcr ol surb  fmlds had 
iucrcased to 24 pclr.ccnt or the total nl 1958. -It the latter date one of 
the funds, a srrlall spc~ciulty fund, actually hcltl t h c  \vholc of its stock 
portfolio in ovcr-thc-countr~ securities. 

A cslrulnticri of tlw r t d i m  perwrlrngtls of the trrqurncy distrihu- 
tions of tablw IV-40 and I V  41 confirllis the principnl ronclusio~~ of 
the earlier analysis; nalt~c>l~-, that  brtwcc.ri 1952 and 1958 the mvest- 
ment f u n d  portfolios in geneml incren~cd their proportionate empha- 
sis on over-the-couutrr stocks at the elpcnsc. o l  stocks listed on the 
New Pork  Stock Excllr~nge. The av~>rsge  s1lar.s of portfolios heltl in 
each of theqe classw of stock (based on the median pcrcentages of tllv 
grouped data)  are indicated in table 1V-42. 

TABLE TV-4la.-Freqzrency distribution of open-end investment funds by percentage 
of stock po~tfolios held in stocks traded only an over-the-counter markets, b y  size 1 

of fund, December 1959 and September 1958 
DECEMBER 1852 

I Tolaif nds (a1 I (b) 1 (ci (dl 

Percent of stork port10110 In ovcr-the- 
counter securltres 

SEPTEMBER 1958 

............... 8Oandover --------.----- 
40 and less thtul 80 ..................... 

..................... 20andlessthan40 

..................... 10 and less than 20 
................ Some but less than 10 

.................................. O..... 

Total ............................ 

1 Size as of September 1953. 

6 
6 

15 
22 
52 
35 

135 

d o v e  ............................ 
..................... 40 and less than 80 

20andlessthan40 ..................... 
10andlessthan20 .................... 
Some hut less than 10 .................. 
U .........................-............. 

............................ 

No-z.--See the lollo'.r ing: 
(n)=Punds with uct assets less t,han $10,OM),000. 
(b) =F~inds w ~ t h  net ;%sets $10 NK) OM) and less than $50 000 000. 
(c) =Funds with net :~sscts %50:000:01)0 and less than v~o~,oo~),MH). 
(d) = I;.,r~d; \\ ,lh uct t se t s  over $300,000,000. 

3.1 
4.4 

11.1 
16.3 
38.5 

6 
10 
26 
35 
65 
27 

168 

3 

D 
4 

12 

4.4 
7.4 

16.2 
lfi.2 
26.5 

3 .6  
6.0 

14.9 
20.8 
38.7 
16.1 

i l u o  

---- 

6.2 
. . . .  

12.5 
8.3 

25.0 

3 
5 

11 
11 
18 
20 

68 

------- 25.9 

1 
5 
9 

14 
18 

23 47.9 

1 
3 
5 
7 

20 

2 

4 
7 

26 

1.9 
9.6 

17.3 
26.9 
34.6 

29.4 5 

m o o  I rr 
-~ 

100.0 1 48 

2 

41 

9.6 ---------- 
m o u  

9 

2 . 2 1  1 
6.7 3 

11.1 4 
15.6 / 8 
44.4 17 

lW.O 

............ 

14.3 
42.9 
42.9 

4.9 

9.8 
17.1 
63.4 

. 2 

1 . 9  
8.6 

11.4 
22.9 
48.6 

............ 

I m o  

........................ 
1 
3 
3 

4.9 

1m.o 

45 

7 

6.7 

3 
3 

100.0 35 

........... 

............ 

............ 
42.9 
42.9 

1 

100.0 

14.3 

7 1M1.0 
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TARLE IV-4lb.-Frequency distributzon of balanced and C O R L I I Z O ~ I  stock junds by 
percentage o j  stock portfolios held 1n stocks traded onlg Ln ouer-ttr-counter markets, 
bg size ' of fund ,  Decembe~ 135.2 and September 1956' 

DECEMBER 1952 

SEPTEMBER 1958 

Percent of stock yui~folio in or r r -  
the-counter securitirs 

funds funds 

80 and ovcr ........................ 

I Size as of September 1958. 

- .- - - - - - - -- - - 

N o T E . - S ~ ~  the following: 
(a) =Funds with net assets less thau %10,00O,M)O. 
(h) =Funds with net assets $10 000 000 and less than 950 000 000. 
(c) =Funds U-ith net assets $~O,'OOO,~OO and less than $~oo ,uo~ ,~oo .  
(d)=Funds with net assets over $3W,000,000. 

80andover 
40andlessthan80 .................. 
20 and less than  40.. ............. 
10 and less than 20. ................... 
s o m e b u t k s s t h a n m  . . . . . . . . .  
..................................... 0 

TABLE IV-42.-Median percentage of stock portfolio held i n  New York Stock 
Exchange stock and over-the-counter stocks, by size of fund, December 1962 and 
September 1958 

[In percent] 

2 l  4.3 . 1 1 ... . ........ .................... 40 and less than 80 
................... 20andlesstl1an40 

10 and less than 2 0 -  ............... 
Borne but less than 1;. 
.................................... 0 

Total- .......................... 
. - .  

........................... Total 

I 
~ ~ . , ~  

1 Assets as of September 1968. 

8.2 
9.4 

25.9 
4 i . l  
12.9 

1 
1 

.... 

Sim of fund 

All funds ....................................... 
Funds w t h  net assets less than $10,000,000 -.--. 
Funds with net nssets of $10,000,M)O and less 

than $50000 WO.. ............................ 
Funds with Aet assets of $50,MX),000 and less 

than $300 000 000.. ........................... 
Funds wit6 net assets over $300,000.MX) --------- 

1 2.2 
8 1  17.4 

28.1 1 3 . 1  
5 10.9 

46 ( 100.0 

3 
5 
4 

2 
8 
5 

1 1  
1 

.................................................. 
2 

15 

1 
1 

7 
8 

22 
37 
11 

........... 
3 

, 
.......... 

............................. 
3 
3 
6 

-- 

3.8 
28.8 
3 . 1  
4x3 
1.9 

Median percentage of stock held in- 

5 
4 
7 
5 

22 

- 
12 

-. 

I / 

4 
5 
8 

New York Stock Exchange 
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Thus the average share of stock portfolios held in New York Stock 
Exchange stocks declined between 1952 and 1958 for all funds com- 
bined and for each of the smallest three size classes of funds, reflecting 
the same pattern of change as shown by the aggregate size class data 
examined in the earlier analysis (see table IV-38). For the largest 
funds, however, those whose net assets as of September 1958 exceeded 
$300 million, the similar relative movement from New York Stock 
Exchange stocks previously indicated by the aggregate data is not 
reflected here in the  average (median) figures. Only seven funds are 
included in this class, however, an insufficient number of funds to 
make generalization significant at  this point. 

MARKET CHANKELS EMPLOYED BY INVESTMENT FUNDS IN PORTFOLIO 
TRAKSACTIONS 1953 AND 1958 

The distribution over various market channels of the investment 
funds' trading in portfolio securities is determined partly by the availa- 
bility on the established exchanges, or in the over-the-counter mar- 
kets, of the types of securities necessary to meet the announced in- 
vestment objectives of the funds. I t  depends also on the ease of 
trading in the transaction sizes most convenient to the funds, on the 
ability of a given market structure to absorb thr funds1 transactions 
without significmt price disturbances, and on the availability of offers 
and bids at the times convenient for the investment of the funds' ex- 
panding inflow of money. Again, as a t  previous points, the funds' 
portfolio management, and their use of differing market channels, is 
to be seen against their twofold investment problem: the mvestment 
of a mounting inflow of money resulting from the sale of their own new 
shares, and the adaptation of portfolio structures to take advantage of 
v a r ~ i n g  market and economic conditions. 

In this section attention is focused on the funds' purchase and sale 
transactions in common stocks on the New York Stock Exchange, 
other exchanges, and in the over-the-counter markets in the second 
quarters of 1953 and 1958, respectively. 
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MARKET DISTRIBUTION O F  COMMON STOCK PURCHASES 

In  the second quarter of 1953 the common stock purchases of the 
funds included in this analysis amounted $162.2 million (table 
IV-43).28 Purchases on the New York Stock Exchange accounted 
for 75.5 percent of the total and the largest part of the remaining trans- 
actions, 21.7 percent of t'he total, were effected in the over-the-counter 
markets. I n  1958 the New York Stock Exchange share of total pur- 
chases was again 75.5 percent, and only marginal changes of 134 per- 
centage points in each case had occurred in the other markets referred 
to in the table. 

In  each of the principal classes of funds, common stock funds and 
balanced funds, a similar distribution of transactions occurred. The 
New York Stock Exchange accounted for 75 to 80 percent of total 
purchases in each of the time period analyzed, and 15 to 20 percent 
of total purchases were made in the over-the-counter market's. In no 
case did the other exchanges attract n significant share of the total, 
s,ccounting for only 2.8 percent of the investment funds' total pur- 
chases in 1953 and the slightly larger share of 4.3 percent in 1958. 

The prominent and rapidly expanding common stock fund sector 
of the investment company industry accounted consistently for the 
largest part of the funds' t'otal combined common stock purchases: 
60 percent of the total in 1953 and 72 percent in 1958.29 It is of inter- 
est, therefore, that on the purchase side of their portfolio transactions, 
thc,se funds should have maint'ained : I  fairly stable distribut'ion over 
the different rnarket channels. The Kew York Stock Exchange and 
the over-the-counter markets, respectively, attracted approximately 
76 snd 20 percent of common stock fund purchases in each of the 1953 
and 1958 periods. 

In each of the same time periods the conlmon stock funds which 
armounced i l inc~me" objectives placed a much larger share of their 
purchases on the New York Stock Eschange, 88.6 percent in 1953 
and 91.2 percent in 1958, than did the "growth" objective and "mixed" 
objective funds. This is a reflection part'ly of the ierldency previously 
not,ed (see table 1V-38) for the "income" stock funds to hold a larger 
proportion of their p~rt~folios in New York Stock Exchange stocks 
than do the common stock funds as a whole. It is no doubt associated 
also with the more conscrvntive investment objectives of the "income" 
funds, and is due to some degree to the heavier preponderance of 
smaller funds in the "income" objective classes. (See table 111-7, 

28 The analysis in this section covers a total of 156 funds which made purchnscs or sales of common stocks 
in rithnr or both of the 1953 and 1958 periods. This group of funds is. with two exceptions, the same as that 
employed in the subsequent analysis of the funds'.total stock purchases,and sales by months lhroughout 
the 1952-58 study period. The exceptions, for whlch data were not available for inclusion in the present 
analysis, were a common stock fund announcing a "mixed" investment objective, whose assets as of the 
final benchmark date amounted to $110 million, and a foreign security fund whose assets at the same date 
amomited to $56 million. The total purchases as shown in this section for the 1953 and 1958 periods diffw 
slightly from the similar data for thesc periods as reflected in the subsequent aggregate data on portfolio 
transactions. Firstly the present data include for the foreign security funds only their transactions in 
US.  domestic stocks,'and exclude their much largor transaclions in Canadian and other foreign securities. 
Secondly, the present data mclude all purchases of stocks by the funds, including those acquired by pur- 
chase of rights issues. These latter purchams have beon excluded from the subsequent data together with 
the acquisition of stock by the exercise of conversion options, in order to obtain at that point an indication 
of the funds' open market stock transactions. The stocks acquired by the exercise of conversion options 
were also excluded from the present analysis in all cases In whlch they could be identified i~? the data sup- 
plied by the funds. After adjustment for these differences only a very small statistteal discrepancy re- 
mains between the commou stock data analyzed by market channels in this section and the aggregate 
volum~s of transactions examined helqw. 


