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U.S. corporate bonds were divided into two classes: ('lnvestment 
grade" (Moody's Baa or Standard cPT Poor's Blf  or better, or the 
equivalent) and "other." In 1052 approximately the same anlount 
was held in each type, 4 percent in investment grade and 3.5 percent 
in "other." In 1958 the ratio between them was over 2:l m favor 
of investment grade, the two classes accounting For about 43: percenl 
and 2 percent of net assets, rcspectively. Throughout the period . 
there was a gradual decrease in the relative importance of the i(other,' 
category. The investment grade bonds increased in relative i~npor- 
tarice, but not in a smooth pattern. Between 1952 and 1955 a decrease 
occurred in the percentage of assets held in both grwdes of bonds, 
but  the period 1955-57 saw an increase in the percentage held in 
investment grade to a high point of 5.9 percent. Ry September 1958 
the figure had d ro~pcd  back to 4.7 percent. These movements 
maintained a fairly steady percentage of assets in U.S. corporatc 
bonds ns a whole, at the same time as a shift occurred toward invest- 
ment grade within the bond section. 

The investment company industry, therefore, has invested its assets 
primarily in corporate securities, principally those of U.S. corporations. 
T n  1958 some 93.0 percent of assets was held in corporate securities, 
and U.S. corporatc issues ticcounted for 87.9 percent. The total 
proportion of assets held in corporate issues was remnrlit~bly constant 
lor the period under study (92.4 percent in 1952, 03.7 in 1955, and 
93.4 in 1957) and the U.S. corporate figure showed only a slight drop 
from 90.6 percent in 1952. 

The increase in the holdings of foreign common stocks was accom- 
plished in two stages. The percentage of assets held in Canadian 
stocks doubled between 1952 and 1955, from 1.8 percent to 3.6 per- 
cent, but  it  grew much less rapidly between 1955 and 1958, rising by 
only a further small amount to 3.9 percent. Holdings in non-Canadian 
foreign common stocks, on the other hand, have grown appreciably 
throughout the period of study. In December 1952 these holdings 
were very small (0.04 percent of assets) and were still small in Sep- 
tember 1958 (1.18 percent of assets), but the growth continued 
between 1955 and 1958, though the growth in holdings of Canadian 
stocks had by that time slackened. 

Holdings of U.S. Government securities remained in the 3- to 3% 
percent range for all four benchmark dates, but there were shifts 
within the maturity distributions of the Government portfolio. Be- 
tween 1955 and 1957 there was a large absolute decrease in the hold- 
ings of both long-term and intermediate governments, although on 
balance market prices were only slightly lower at  the later date. By 
September 1958, though the decline in prices bf tag-term governments 
had regained momentum, there had been a reversal of investment 
fund holdings toward the longer maturities. 
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TABLE IV-5b.-Distribution of net assets of open-end investment funds, by type of 
asset, funds with net assets less than $10,000,000,' December 1952-September 
1968 

December 1952 

Type of asset 
Thou- Per- 
sands cent 

- -- 
Cash ......-..-..-. ~-~ ...... 
Total U.S. governments -.--. 
Net liquid position. ... . .. ... 
State and municipal bonds.. 
Canadian common stocks .--. 
Total foreign securities ... ... 

U.S. corporate bonds: 
(i) Investment grade..-. 
(ii) Other. .-.-.....-.... . . -- 

Total U.S. corporate 
bonds.. ....-..-..-.. 34,014 23.57 

U.6. preferred stocks.. . ... 9.992 6.92 
U.S. common stocks ....--... 71,315 49.41 -- 

Total U.S. corporate~- 115,321 79. W) -- 
Total net assets ....--.. 144,327 100.00 

December 1955 1 December' 1957 

Thou- 1 per- 1 per- 
sands cent sands cent 

September 1958 

Thou- Prr- 
sands cent 

1 Assets a8 of September 1958. 

TABLE IV-5~.-Di~tribution of net assets of open-end investment funds, by type of 
asset, funds with net assets $10,000,000 and less than $50,000,000,1 December 
1952-September 1958 
p~ 

December 1%3 Deoember 1955 Deoember 1957 September 1958 
- 

Type of asset 

1 Assets as of September 1958. 
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TABLE IV-5d.-Distribution of net assets of open-end investment funds,  by t y p e  
of asset, funds  with net assets $50,000,000 and less than $300,000,000,1 December 
1962-September 1958 

- 

/ December 1952 1 December 1955 1 December 1057 / September 1958 

Thou- 
sands 

Type of asset 

- 

a s  ........................ 
Total U S .  Governments ..-. 
Net liquid position .......... 
Btate and municipal bonds.. 
Canadian common stocks.-- 
Total foreign securities.. .... 
U.S. cor orate bonds: 

(0  Fnvestment grade ... 
(ii) Other ............... 

Total 77.8. corporate 
bonds.. ............. 

U.S. preferred stocks.. ...... 
U.S. mmmon stocks ......... 

Total U.S. corporates.- 
r 7 1 otal net assets ..... _.. 

- 
Per- 
cent 

TABLE IV-5e.-Distribution of net assets of open-end investment funds,  by lype of 
asset, funds  with net assets over $900,000,00U,1 December 1952-September 1958 

1 Assets ns of Srytember 1958. 

- -  

/ December 1952 I December 1955 

l'y pr of arsrt 

Per- 
cent 

I---- 
2.28 
2.87 
5.14 
.03 

5.54 
7.71 

,----- 

2.50 
2.57 - 
5.07 
4.97 

77.08 - 
87.12 - - 

100.00 

Thou- 
sands 

$89,603 
124,441 
231,274 

1,178 
274,215 
348,551 

158,267 
110,620 - 
268,886 
157,332 

2,877,465 -- 
3,303,683 - - 
3,884,770 

Thou- Per- / Thou- 

a s  ........................ $28,615 1.66 $48,536 1.44 
..... Total U.S. governments 23,W' 1.39 106,031 3.14 

.......... Net liquid position 56.765 3.30 128.109 a.79 
State and rnunieiyal l a n d s  / 9 1 . 05 1 17.373 / 5 1  

Per- 
cent 

2.31 
3.20 
5.95 

.03 
7.06 
8.97 

4.07 
2.85 - 

6.92 
4.05 

74.07 - 
85.04 - - 

100.00 

sands 

$51,155 
56,768 

118.029 
.................. 

Canadian common stocks. ..I 19.363 1.12 30,230 89 
Total foreim wcurities. ..... 27.939 1 1.62 / 43. a2(1 / 1:28 ---- 
US. corporate bonds: 

.... (I) Investment grade 46,954 2.73 121,578 3.60 
i 0 ............... 14.715 .86 16,670 .49 

Total U.6. oorporatc 
b o n d  ............... 61,669 3.58 138.257 4.09 

........ u.S. preferred stocks 155 069 9.01 243,177 7. '20 
US. common stocks ......-..I I ,  419: 272 82.44 2,808,519 83.12 

cent sands 

Total net assets. ...... 

3.27 
3.63 
7.55 

December l 9 5 i  September 1958 /--__- 

$78,073 
98,315 

176.330 
1,021 

189,935 
264,524 ------ 
85,627 
88,226 - 

173,852 
170,435 

2,643,913 
-- 
2,988 200 - - 
3,430,148 

29,987 ' 1. V2 
45,770 1 2.93 

1 Assets as of September 1958. 

57,359 
52,801 

110,160 
120,287 

1,168, 611 - 
1,399,068 - - 
1,562.891 

3.67 
3.38 

7.05 
7.70 

74.77 -- 
89.52 

-- 
100.00 
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TARLE IV-6a.-Distribution of net assets of open-end investment funds, by tvpe of 
asset, all balanced funds, December 1962-September 1968 

1 December I952 December 1955 December 1957 September I%R 
-- 
Thou- Per- Thou- ' per- 
sands cent 

Type of asset 
!-Thou- I per- 

sands cent 
-- 

Cash ........................ $35,773 2.48 
Totill U.S. O o q r n e n t s  .... 79,244 5.49 
Net liquid position .......... 119,937 8.31 
State and municipal honds.. B68 .07 
Canadian common stocks .... 10,578 .73  
Total loreign securities.. .... 28,327 1.96 - - .  .- -- 
U.S. corporate bonds: 

(1) Investment grade.-.. 131,260 9.10 
i Other ............... 34,848 2.42 

Total U.S. corporate 
honds ............... 

....... U S .  preferred stocks. 
......... U.S. common stocks 

Total net assets ........ 

TABLE IV-6b.-Distribution o j  net assets o j  open-end investment funds ,by type of 
asset, all common stork funds, December 1952-September 1968 

/ December 1952 1 December 195.5 December 1957 September 1858 

Type of asset 
Thou- 
sands I- Thou- Per- 

sands cent 
- -- 

Per- Thou- Per- 
cent r n d r  / cent 

Thou- Per- 
sands / alnt 

U S .  corporate bonds: 
(i) Investment grade.-.. 
(ii) Other ............... 6.583 

I-. 

b o n d  ............ 8,806 
1J.S. preferred stocks.. ...... 19.706 
U.6, common stocks ...... I 1.868.281 

I-- 
Total U.S. corporates 1,896,793 

Total net wets. ..... 2,063,372 

The foregoing analysis of the percentage distribution of fund port- 
folios is supplelnented by the value data in tables IV-5a through 
IV-5e and I V - 6 a  and I V - 6 b .  The data underline the fact that  
throughont the period under study the investment funds were faced 
with the task of investing a rapidly expanding total of assets in such 
a way as to achieve u desired portfolio distributi~rr.~ The total 
inve~t~ment in U.S. common stocks, for example, remained a t  about 75 
percent of total net assets a t  each of the four bench~nark dates, but  
the total value of such holdings grew by 217 percent during the 
period, from $2.9 Lo $9.3 billion. At the earlier date these holdings 
amounted to approximately 2f6 percent of the market value of all 

See ch. 111 for an nnalysis of the different1:il rates of growth of funds of different type throughout this 
period, and for 3 sepiration in each case of the effect of new money inflows from the net szles of own shares 
and the chan~es in market values of portfoliosecurities. 
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stocks listed on the New York Stock Exchange, while in 1958 the 
corresponding percentage figure had increased to almost 4 percent." 
Similarly, the total holdings of U.S. corporate bonds increased by 182 
percent during the period from $290 to $817 million. In this case 
again, the percentage of total assets placed in corporate bonds had 
been fairly stable. The most prominent increase in percentage share 
of assets already referred to was in foreign securities. Holdings of 
Canadian conlrnon stocks, for example, increased by 586 percent 
from $70 to $480 million, and non-Canadian foreign stocks grew even 
more spectacularly from $1.6 to $144 million. During the period 
under study the total net assets of the funds included in the analysis 
of table IV-5a expanded by 213 percent. I t  emerges, then, that the 
rate of expansion in U.S. common stock holdings approximated the 
rate of expansion of total assets, the expansion of corporate bond 
investment fell slightly below this rate, and the holdings of foreign 
investments expanded by many times the rate of expansion of total 
assets. 

PORTFOLIO DISTRIBUTIOKS B Y  SIZES O F  FUNDS 

The portfolio data in tables IV-1 through I V 4  and tables IV-5b 
through IV-5c exhibit also the percentage distributions of assets of 
funds of varying sizes, and the actual dollar values of the principal 
classes of investments. The smaller funds in general maintained a 
larger proportionate defensive position t.hroughout the period studied. 
If tt certain minimum size of dollar investment is required in cash, 
near cash, bonds, or any other categories of senior securities, it will 
force the smaller funds to devote a greater percentage of their resources 
to these items than the larger funds hold in the same forms. I t  is 
difficult to separate this factor from a discretionary decision to take a 
defensive position. 

The figures on net liquid position reveal the diflerences by size most 
clearly. The largest size group of all funds combined (net assets of 
$300 million and over) had the lowest percentage liquidity at  each of 
the four benchmark dates. For each of the first three dates (1952, 
1955, and 1957) there was a continuous reduction in the percentage 
liquidity as size increased.' In 1952 the relevant percentage declined 
from 17.1 percent for funds in the smallest slze class (those whose assets 
were less than $10 million as of September 30, 1958) to 3.3 percent for 
funds in the largest size class. In e ~ c b  of the 2 years 1955 and 1957 the 
corresponding decline in liquidity percentage was from approximately 
11 percent to approximately 4 percent. In  1958 much the same rela- 
tionship was observed, with the exception that funds of the third size 
class (those whose assets as of September 1968 were between $50 and 
$300 million) were maintaining a higher net liquid position, due to a 
relatively higher position in US. Government securities. These funds 
had increased the percentage of assets held in Government securities 
during the first 9 months of 1958, while the remaining three size classes 
of funds held a relatively lower Governn~ent securities position in 
September 1958 than they had held at  the end of 1957. 

6These flwres correspond closely with the New York Stock Exchanae estimate (New York Stock 
Exchange Fact Book 1959) which show openend investment company holdines of stocks listed on that 
market as 1.8 pereent'of tho total value of all such stock listings in 1949 and 3.7 &cent in 1958. 

1 The size classiflcation is based on September 1958 assets, but is a fairly good division by size for the 
othcr dates. 
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With the passage of time the smallest funds have decreased their 
relative liquidity. This is to some extent related to the diminishing 
relative liquidity requirements as funds grow in size. Those with 
assets under $10 ndlion in September 1958 had a liquidity ratio of 
17 percent in 1952, but only 7% percent in 1958. The next size group 
($10 million and under $50 million) started a t  11 percent in 1952 and 
dropped to a range of approximately 6% to 7% percent for each of the 
other three dates. The seven largest funds have maintained a ratio 
of between 3 and 4 percent and the net liquid position of the next 
largest group ($50 million and under $300 million) has remained 
between 5 and 8 percent. 

In view of this negative relation between investment fund size and 
the proportionate liquidity position, an analysis was made to test the 
hypothesis that the high liquidity of the small funds was due to the 
formation of new funds. Liquidity would be dependent on the age 
of the fund if the managers of newly formed funds held fairly large 
amounts of cash, near-cash, and Government securities while they 
were awaiting favorable opportunities to establish more permanent 
portfolio positions. It appears from data summarized in table IV-7, 
however, that relative liquidity is not closely related to the age of 
the fmd.  The table divides those funds which held assets of less 
than $10 million as of December 1955, for example, into funds formed 
during the preceding 3 years (the first 3 years of the present study 
period) and those which had been formed prior to 1952. The relative 
liquidity positions of the two subclasses of funds were very similar 
on a weighted basis, and a slightly lower liquidity ratio was observed 
for the recently formed funds when the comparison was based on the 
unweighted arithmetic means. A similar comparison for 1957 does 
not show any clear relation between liquidity and age of fund. The 
most recently formed funds had high liquidity ratios in 1957, but the 
data do not reveal a continuous progression based up011 age. 

TABLE IV-7.-Percentage liquidity position of small funds,l 1966 and 19,57 

Weighted 
average 

liquidity of 
funds in 

group 

I , - 
1 Funds having assets of less than SlO.MX).MX) as of the benchmark dates. 

Unweighted 
mean 

liquidity of 
funds in 

group 

1. 1955: 
(a) Funds formed prior to 1952 .....-..--..------.-.-.--..-----..-....- 
(6) Funds formed between 1952 and 1955 .-.-. . . . . . ...- .--------.------ 

2. 1957: 
(a) Funds formed rior to 1952 ...-.--.--.-.-..----.-.- -..--.. .- ---.--. 
( b )  ~ u n d s  formed getween 1952 and 1855 .-.-.-..--.----------.---..--- 
(c) Funds formed between ID55 and 1857 ......-..-..-.....-----.-----. 

U.S. corporate bond holdings reveal the same general pattern as 
the liquidity positions. The smaller funds have kept a larger per- 
centage of their assets in bonds, but the difference between the small 
and large funds has diminished. In 1952, the smallest funds had 
23.6 percent of their assets in US. corporate bonds and the largest 
funds had only 3.6 percent. By 1958, the smallest funds had de- 
creased their bond holdings to 13.3 percent of their assets and the 
largest funds had increased their holdings to 6.1 percent. This 
negative relation between investment fund size and corporate bond 

6.6 
7.0 

11.1 
3. 0 
9.6 

6.0 
4.5 

8.2 
3.2 

12.2 
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holdings as a percentage of net assets holds continuously a t  each 
beochmark date except 1957. The relationship is broken a t  that 
date because the seven large funds already referred to as comprising 
the largest size class (assets of $300 million and over) had by Decem- 
ber 1957 taken a relatively larger defendive position than previously 
in corporate bonds. Little change had occurred in their holdings of 
'(other" grade bonds, but their "investment rade" position, a t  7.8 I percent of net assets, was more than twice as arge as i t  had been a t  
the preceding benchmark date of December 1955. This relatively 
high defensive position had been relaxed slightly by September 1958 
and the normal negative relationship of bond position to investment 
fund size had been reestablished. This relationship is due partly to 
the fact that the bond funds fall into the smaller classes, but the size 
distinctions also appear, to a lesser extent, aniong funds of the same 
type. If attention is centered on the balanced funds as a whole, for 
example, the negative relationship already adduced holds almost 
continuously, apart from the same exception as previously in the 
case of 1957. Here again the investment grade bond position of the 
largest size class of funds had almost doubled between the benchmark 
dates of December 1955 and 1957. And similarly, this relative 
defensive position was allowcd to run off between the end of 1957 and 
the final benchmark date of September 1958.8 

These conclusions raise the question, of course, whether these large 
funds' portfolio changes were related in any "ideal" or "optimum" 
fashion to changing market and economic conditions. The stock mar- 
ket had experienced fairly volatile conditions between December 
1955 and December 1957 rtnd a t  the letter date it had not yet begun 
the firm upward mo~cment  which was to take the market averages 
up by something like one-third by the end of the following year. 
A closer analysis of the investment funds' market trading will be 
made later in this chapter, but i t  does appear that on the broader 
view here presented the balanced funds revealed a more defensive 
position associated with the market instability of 1957 end a return 
to the stock market in the firm advance of 1958. Tables IV-2, IV-3, 
and IV-4 indicate the variations in the bond and stock percentages 
of portfolio during these periods, and table IV-6a reveals the changes 
in the dollar values of holdings. Another view of the balanced funds' 
portfolio changes can be seen in table IV-6%. Between Deccmber 
1955 and December 1957 the total balanced fund assets increased by 
11.4 percent, due partly to new money inflows as analyzed in chapter 
111, as well as to net changes in securit,y prices. The bond portfolio 
increased by the considerably higher amount of 80 percent, however, 
and the stock portfolio grew by the lower amount of 4.6 percent. 
Between December 1957 and September 1958, on the other hand, 
total assets expanded by 25.3 percent, while the bond investment 
expanded a t  the slower rate of 4.8 percent and stock holdings by the 
larger rate of 32.6 percent This change in portfolio distribution 
during the first 9 months of 1958 was due partly to changes in market 
prices, but it appears to have been due also to deliberate portfolio 
decisions. 

I t  will be seen from the tables here under discussion, particularly 
tables IV-1 through I V 4  and IV-Gb, that the common stock funds 

8 There were only two balanced funds with assets greater than $300 million and both announced a mixed 
investment objective 
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have not in general maintained a significantly large position in senior 
corporate securities. But  for them also the net liquidity positions 
and bond positions tend to be negatively related to investment fund 
size, though this relationship is broken in several instances by the rel- 
atively large defensive position of the second largest size class of funds. 
I t  is noteworthy, however, that  in December 1957 and September 
1958 rather stronger corporate bond positions had been established ' 

by the common stock funds, though the movernent was not shared by  
the funds in the largest size class of this group (five comrnon stock 
funds were eligible for inclusion in this size class for purposes of the 
present study). I t  is observable that while the largest balanced funds 
were bolstering their defensive security positions noticeably in 1957, 
as already indicated, the largest common stock funds were improving 
their net liquidity positions. 

The seven largest funds place less relative importance on foreign 
securities than the othcr funds. I t  is true that the funds specializing 
in foreign securities are small, but within the common stock funds also 
thc larger funds tend to place relatively less importance on foreign 
securities. 

The complement of the foregoing differences in portfolio distribu- 
tions in relation to thr size of fund is that the larger funds give greater 
relative weight to U.S. common stocks. The disparity by size was 
much less in 1958 than in 1052, but i t  was still 67.9 percent for the 
smallest versus 81 percent for the largest. In 1952 the figures were 
49.4 percent for the smallest and 82 4 percent for the largest. It 
should be remembered when considering such a general conclusior~ 8s 
this that a t  the final benchmark date of the study the common stock 
funds accounted for approximately threc-fifths of the total assets of 
the investment fund industry, and were almost twice as large as the 
assets of all balanced funds combined ($7.2 and $3.7 billion, respec- 
tively). Furthennore, the more rapid mte of growth, in terms of 
new money inflow as well as market appreciation, was enjoyed by the 
common stock funds. These expanded their asset totals by 248 
percent between 1952 and 1958, while the balanced funds grew by the 
rather slower rate of 158 percent. 

PORTFOLIO DISTRIBUTIONS BY TYPES O F  FUNDS 

Many of the differences of portfolio distributions among the funds 
are the result of diflerences in announced investnlent objectives. 
Common stock funds naturally have a greater portion of their assets 
in US.  common stocks than do balanced .funds. Foreign security 
funds as expected have most of their assets in foreign, predominantly 
Canadian, securities. Another obvious difference is found in bond- 
holdings: bond and preferred stock funds have a much larger portion 
of their assets in this category. 

Common stock funds held 87.3 percent of their assets, or $6.2 
billion, in U.S common stocks in September 1958. This represents 
a slight decrease frorn the 91.0 percent of 1952, but there were no  
pronounced relative increases in other types of assets during the 5% 
years. Funds of this type were rather liquid in September 1958 with 
a net liquid position of 7.0 percent. This was a higher figure than 
that of the other benchmark dates, and was the highest of any type 
fund on the terminal date of the study. Other assets of the common 
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stock funds were quite small with 2.8 percent in foreign securities, 
1.9 percent in US.  corporate bonds, and 0.9 percent in U.S. preferreds. 
This portfolio pattern was adhered to fairly generally among the 
various type and size classes of funds within the general common stock 
fund section. Tables IV-1 through IV-4 reveal a fairly uniform pat- 
tern among those funds announcing respectively the investment 
objective of "income," "growth," or a "mixed" objective. The 
principal exception to the pattern is in connection with the funds' 
holdings of foreign securities. In the case of the growth funds the 
percentage of assets placed in these securities was higher a t  each of 
the four benchmark dates than it was for the remaining types of 
common stock funds. 

Balanced funds held 63 percent of their assets in U.S. common 
stocks in September 1958. U.S. corporate bonds and preferreds ac- 
counted for an additional 14.8 percent and 13.9 percent, respectively. 
The remaining portion was distributed 5.1 percent to net liquidity 
and 2.9 percent to foreign securities. The changes between 1952 and 
1958 were not extremely large, but there was a shift from liquidity 
and preferred stock holdings to U.S. common stocks and investment 
grade bonds. The percentage of assets held in preferred stocks was 
decreased from 20 perccnt, a drop of 6 percentage points, and net 
liquidity was reduced by approximately 3 percentage points from 8.3 
percent to 5.1 percent, U.S. common stock holdings were increased 
from 58.1 percent to 63 percent, and investment grade bonds were 
increased by over 3 percentage points from 9.1 percent of assets to 
12.5 percent. The rise in foreign holdings was less than 1 percentage 
point. Soinc indication of the changes in structure of bal- 
meed fund portfolios was given in the preceding section when refcr- 
ence was made to the mnrket swings between 1955 and 1957 and 
during the first 9 months of 1958. The same general movement, 
appears now in the various type and size classcs of the balanced fund 
section as a whole. A stronger defensive position a t  the end of 1957 
gave way to a heavier stock investment by September 1958. Once 
again, however, as in the case of the common stock funds, the balanced 
funds which announced an investment objective of "growth" held a 
much higher percentage of their assets in foreign securities a t  each of 
the benchmark dates than did the remaining funds. In 1957 and 1958 
slightly more than 7 percent of the "growth" balanced fund assets 
was held in these securities. 

Bond and preferred stock funds held 63.2 percent of their assets in 
ITS. corporate bonds and almost 19.5 percent in preferred stocks in 
September 1958. Foreign government security holdings accounted 
for an additional 10.4 percent of assets while 2.3 percent was in State 
and municipal securities. Both of these figures were considerably 
higher than the comparable percentages for any other type of fund. 
The net liquidity percentage of bond and preferred stock funds in 
1958 tms only 2.9 percent and U S .  governments accounted for only 
1.4 perccnt of assets. During the period covered by the study the 
nuniber of bond and preferred stock funds remained unchanged a t  13 
and these funds attracted a diminishing share of the total net inflow 
of new money to the investment fund industry. In 1957 they 
experienced a small net outflow. The managers of these funds were 
confronted as a result with the task of redistributing a fairly constant 
level of tote1 security values. The assets of the bond and preferred 
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stock funds increased only from $169 million to $19 1 million between 
1952 and 1958. The principal portfolio changes effected during the 
period were a reduction of bond holdings from 67.5 percent of assets 
to 63.2 percent, an increase of preferred stock holdings from 11.3 
percent to 19.5 percent, a reduction of foreign government holdings 
from 12.9 percent to 10.4 percent, and a reduction of liquidity, 
accounted for principally by a consistent reduction of the government 
securities position, from 7.4 percent of assets to 2.9 percent. The 
State and municipal securities did not appear in the portfolios until 
after the end of 1955. 

Bond and preferred stock funds do not stress the holding of invest- 
ment grade bonds. Only 6.8 percent of their assets was invested in 
this form in September 1958, and ('other" grade bonds accounted for 
56.5 percent of assets. This division of the bond portfolio had been 
adhered to fairly consistently throughout the period under study, 

d 

with a tendency for the significance of the "other" grade bonds to 
increase relatively to the investment grade securities. At September 
1958 the "other" grade bonds accounted for 89.3 percent of the total 
U S .  corporate bond holdings, while the corresponding percentages a t  
the 1952, 1955, and 1957 benchmark dates had been 81.4 percent, 
87.4 percent, and 87.8 percent, respectively. This division also is in 
marked contrast to that of funds of other types, where investment 
grade securities are emphasized within the bond sections of the port- 
folios. The division for balanced funds, for example, was rather better 
than 5 : l  (12.5 percent of assets against 2.3 percent) in favor of the 
investment grade in September 1958. Bond holdings by other types 
of funds were quite sn~all,  but the decided preference for "other" grade 
bonds wus found only among the bond and preferred stock funds. 
The balanced funds were actually committing a, larger portion of their 
assets to investment grade bonds than were bond and preferred stock 
funds, although the latter had a far greater portion of their assets in 
bonds of both classifications combined. 

Specialty funds and foreign security funds are unique types of 
funds. The specialty funds held a very high proportion of their assets 
in U S .  common stocks throughout the period, between 92.5 percent 
and 95.5 percent at  each of the four benchmark dates. Three m d  
two-tenths percent of their assets was in foreign common stocks in 
1958, representing an increase of over 2 percentage points since 1952. 

The foreign security funds held 97.4 percent of their assets in foreign 
securities in 1958. In 1952 the figure had been only TO 7 perrcnt, 
with 6.5 percent in cash and 23.0 percent in U.S. common stocks. 
Apparently this was an initial and temporary condition. During the 
period of study, cash was reduccd to 2.5 percent and U.S. common 
stoclrs were almost completely liquidated. The position in September 
1958 seems to be in keeping with the funds' announced investment 
objective. A further shift between 1952 and 1958 wt~s that from 10.9 
to 2.4 percent of assets in foreign government securities. 

These differences of portfolio distributions among the vttrious types 
of funds are mainly those that could be inferred from the differing 
announced investment objectives. The stress of the bond and pre- 
ferred stock fui~ds on "other" grade U.S. corporate bonds rather than 
investment grade is a possible exception. This emphasis within the 
bond section would seem to indicate a strong desire for income or 
possibly capital gains, rather than safety. An alternative interpret+ 


