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atela- introduces some bias into the results, in tha t  the coriclusions 
derived in the analysis may appear to indicate wider and more 
diversified portfolio transactions t'han might actually have occurred. 
Sincc the analysis is based upon the relative struct,ure of the port- 
folio, a move to increase t,lie proport,ionate importance of a single 
industry necessarily results in relative decreases for all other in- 
~lust~ries. Secondly, it, should not be corlcluded from the result's of 
t,his portfolio structure analysis that  managements have necessarilv 
adopied as a nonn or target structure any of t,he particular relat.ion- 
ships which have enlerged. Rather, investment policy in t,he invest'- 
ment fund industry, as in some other financial institutions, should 
be looked upon as addressed in a dynamic and changing fashion, and 
subject to periodic arid more or less frequent rcview, to cert,ain longer 
run objectives which may, in given cconornic and market situations, 
require managements to ignore short term and temporary changes 
of t'rends in values and yields. 

Against this bnckgrouncl, however, n good d ~ a l  of interest att'aclies 
to the comparat.ive stirtic portfolio analysis which is presented here, as  
iudicativc of Llie extent of 111arlic.t and managerncnt movements, 
rcspectivelg, and as illust~rat~ivr of tlie ways ill which t>he combined 
pressures frorn these sourccs have produced the results a t  the various 
bcnchnm.ic dat'es already a~lalyxed fully in t'liis chapter. 

In the present a ~ d y s i s ,  the percent'age change in t,he Barron's 
ave1-nge appropriate for earl1 industry was accepted u s  t,he index of 
rnnrket pricc clmnge for ttint industry over the respective time periods 
cnlploycd in the conlpi~risons.'~ All of t,hr Barron's averages em- 
ployed art? based on samples of stocks and tall(? po~sibilit~y 
exists that  any one average may not be representative of t)he funds' 
holdings in that  part,icular industry. This inherent weakness in the 
method of malysis is, of course, common to the "averages" or  "index" 
method of market interpretation, and the present resu1t.s must be 
evaluated wit'h t,hat irk mind. 

14 Barron's averages arc dollar figures. They w r c  conrerted into indexes by dividing the average st the 
terminal date of the time period considered in each case by the average at tho initial date. 



TABLE IV-26.-Common stock holdings of all open-end mvestmenl Junds, by industrial clnssifieatlon, and changes therein reaulting from market 
przce vasiations and portfolio management decisions, December 1952 to September 1968 
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312 
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1.48 
1.88 
3. 15 
2.38 
7.91 
3.92 
2.66 
1.92 
6.09 
2.81 
4.14 

15. 26 
2.62 
2. 57 
6. 50 
.89 
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13.70 
4. 58 
.58 
.58 

2.27 
5.85 
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Rank 

20 
19 
11 
16 
3 
9 
13 
18 
5 

12 
S 
1 

14 
15 
4 

23 
21 
10 
2 
7 

24 
25 
17 
6 

22 
26 

Rank 

Aircraft.-. .............................. 22 
Amusements- ........................... 19 
Auto 9 ................................... 
Bulldig ................................. 17 
Chemicals-. ................. -. .... 3 
Drugs. ..........................-...-.-. 18 
Electrical equipment- .............-...- 8 
Food ................................... 14 
Machinery.. ............................ 5 
Ofice equipment-. ..............-.-.---- 21 
Paper .................................... 11 
Oil.. .................................... 2 
Retail trade. 7 ............................ 
Rubber .................................. 15 
Steel ..................................... 13 
Textiles .................................. 16 
Tobacco.. .............................. 20 
Mining._. .............................. 10 
Utilities- ................................ 1 
Railroads.. ............................ 4 
Railroad equipment.. 25 ................... 
Airlines 26 ................................. 
Banks ................................... 12 
Insurance.. ........ ... .................. 6 
Sales linance ............................. 23 
Investment companies ................... 24 

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

1 Market price index based on Barron's "Group Stock Averages." 
>farkel l a c t o r = ' ~ ~ e L i c s l  pcnxntagc of portfolio in 1958 

Actual pPrceutage of portfolio in 195.2 2 Theoretical percentage of portfolio in 19%= 
(Percentage distribution of portfolio 1952)X(lF8 market price>l&) 
z[(pererntage distribution of portfolio lYWX(l9.58 market Price index!] , Management _ AC~UELI pereentag~ of portfolio in 1958 

Throreticnl percentage of portfolio in 1958 
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,. 111c pc~c:'n~i~g!'c d i s t r ih t lon  of the funds' coll1mon stock portfolio 

at th r  beginning ol' t i l ~  period and the index of ~nr t r l~e t  price change 
during the period were cornhind in the following nlanner t,o d e r ~ ~ c  
the mid i e t  fwtor  m d  thc m:~nttgrn~crlt liwtor for the period. In 
t n l ~ l c  lV-26 tlic pcrc*w:t:\:~i5 rJlillnorl stock 11oitl;ngs in t.:~i.h i r~ t lu s~ ry  
in D(winl)chr i ' . ? ?  P ,I.: niult~piicti h -  tile indm of price change for. t1i:;t 
n s r -  ! - t i  1 I 1 .  '1 '11~ resultant d i s t r ih t ion  was 
c~)!~:-r~rtc~tl ~n io :i thiwrc't ic.:~l p r r c ~ n i : ~ ~ c ~  portfolio tlistributiori irldici~t 
inp. t11r port l 'o i~o str.uc.tnrc1 \vIi~i.Ii woultl hart wsui tetl i f  no purchases 
;~m!  s:~lrs ilir (1 1 ) t w l  u:atl(~ Ilu~.I I I L .  t 11e pc'rioti I)iscrepmcics 'rwtween 
t 111s tl~corctic:il disirlbution : r ~ ~ t l  t he  :wtual distribution \vwc produced 
by port folio Tr:~ns:~ct ions '1'11~ ~ n i ~ ~ ~ : r g c ~ n ~ c n t  !';lctor for each industry 
was tl~fincxrl as thc~ nctui~l p c w r ~ ~ t : ~ : y  of' coni~i~ori stock 1ic.ld in tlial 
industry :it the tcwnin,~l tlatc tlil-i<ictl hy the. tll(~oretic1~1 percent:~gr 
c**:lvul i t ~ t l  i11 I!!(. ni:mnc tlrsc*rii:c.tl. A rrsultir~g figurr. of 100 (ex- 
1 ~ r i ~ w ~ l  ::\' :I l w ~ ~ ~ n t : ~ g c )  IT-oultl i~i:Lic.iltcb t h t  t ' ~ r  i~c.tu:~l i~ud  t!lcoretic;~l 
i ai.:!'olio 7)ositions :I: the cwel of tlrc. pwiotl \x ere idc~lticiil. A mtulngr- 
merit l'iic[or 01'  l ~ s q  t h ~ i  ? 00 11 oul(1 indiviit(> i\ r~1:1t iv(, d w r ~ : r s ( ~  111 

I1o1tiui.r~ of stoc.hi ill ill:\t ~ ~ . t l u s t l . ~ -  11s ti ~.czult of  vortfolio trms:~c~!ioris. 
AQ 1;1*111:1c<~iilr-1it  factcr erci~tcr  thir11 I O O  \ \ ~ ~ 1 1 ( 1  simi1:irly indicate :L 

r r l :~t i rc~ :Inere,i~r. 'I'II(J X - ~ I Y ~ : I ~ ~ O I I ~  c ~ ~ v i s t ~ y J  :mb in id1 r a v s  relative 
c.li:lngcs. An iiitlcx of 90 migl~t typivJl?- h- ~n~n011c~ct~  by the funds' 
iitltlin? to t ! ~  I ~ ~ l d i n y  n-itlrirl tl1:11 int1us:r.j-. hut not d d i r i s  to them 
:IS ~ . : ~ j l i t \ l ~  :IS : I ~ ~ ~ I I ~ O I I P  n r w  n x d r ~  to sloc*lts ~n ol! i i~ industries. 

For purposcls of tlcriving the ~nttrket factor. as employed in corn- 
piirison with the rl::~n:~go~nc.rit f:ic.tor, t h e  thcorcticnl distri1)vtion of 
portfol~o : t t  the c~nd o! tlir period was tlivitltd by t,he :ietuttl portfolio 
: ~ t  t110 I)cginr~in? of the period. 'I'hr ni:~rket factor is thus not simply 
:L Ineasure o! thtl e ~ t r n t  ol a pricc chtmge in stocks ol' n certain kind. 
It is 11 measure of the extcint to  which r~ctuid portfolio structures as 
they existed at the beginning of tlic period \T ould be affected by  such 
n price change during tlie period. 

r 7 I ht, pvrpose of ~ t ~ c . ~ . t ~ s s i w  wll~p;irisorls l)t.t\~ rlcu the niitrlret and 
~ ~ i : ~ r ~ g c t ~ i e l r t  i"iictors, t he~ l .  1s lo ~ S : L I I I ~ I ~ ( ~  the role of rnnrkrt prices 
i ~ w l  portfolio tr:tnsactior~s r t y ~ ~ t i v c 4 y  i n  proclrlcing c.hariges in t l ~ r  
iric1~lstri:tl conlposition of the  c.olnrlion stock portfolio of the l+uritls. 
'I'l~c and?  sis, it should I)r clilpl~;isizcd, is not ?L perforl~ir~nct. mdvs is .  
r 7 1 ire> h ~ i i n g  oi p ~ ~ ~ c t ~ a s c s  illit1 s:~les 1r:ts not been in t roducd .  S o  cletn 
;IIY prrscntcd Iric*11 \ror~lcl pcrlrllt ;I c.owlusior~ ::s to whether purchrtws 
wrw I I I > \ ( . ~ c  i ~ t  1on pricw :rnd ~ l ~ u ~ t  11ighrr prices, or vice vtrsn. 
Xor is an: csonsitlcrwtioll give~l to thosr. trw~srac*tions in wi~ich both 
pure-hescs m d  s::\les wort nlntlr \+*itliir~ tt giww period. The an:tlysis 
siinply at  tc~nptq tin itlcntificiltion of t L I P  (*.\tent to which 1n:~rliet 
I ' r~c~t~rs  hiiw y ~ i e r i l t ~ d  cl~mg(>s in portfolio strui~ture. the chstmt to 
whicah portfolio trimswtioirs h:ivr protluc.et1 suc.Ei changes, and the 
number of ins t~nces  in \i-1iicl1 the two forces hare  w t e d  in the same 
(ttnd opposiiel directions 

-4s indir;~ted in tnldes IT- 26 iii~nd 11- -27, 10111. different tilne periods 
wcrc i~ni~lvzed: The (wtire .5?$ ywrs  ol' the q t u d ~  . T k w n b e r  1952 to 
Septtwi ber 105h. imtl tlirw 4101 it>r periods rlefiric~ti b? tire l~erl~~?lrnurk 
d i~ tes  of Decrmber 195.5, Dt~r . lnber  19.5'7. and September 1958. Tlit, 
general conclusions of the shortcr periods were qinlilar to those of' 
the conlplete 5$ i  years and most of the following c1isc.ussiorl n ill l)r 
based upon the longer period. 
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In the 1952-53 period only 9 of 26 industries showed the 111tirket 
f:~ctor and the rnnriagement factor moving in the same direction. In  
four such cases both factors operated to increase the relative portfolio 
shares held in the industry; viz., drug:.s, paper, steel, ;ind insursnce. 
111 five cases hot11 hctors iuovctl in thc satuc dircvtiorl to dirninish the 
rrlxtivc sllarw of' tlrc portfolio held in tl:e i~ltlustry: T t 4 l r s ,  t o b ; ~ ( ~ - o ,  
utilities, rt~ils, and clostd-c~id invrstn~cnt corl~p;iriirs. In each oS the 
01 h r  17 irdustrics t h  two faytors were offsetting, indicat ing th :~ t  
nlanngcn~c.~it action WIS tending to change thc portfolio structure in 
:I nmmcbr. cwntrnry to what would have resulted Srorn the opcmtion of 
market valuc cllmgcs tdonr. In cight cases the inarkrt facbtor opcr- 
a t t d  to incrcuse tlrr rtlrltivr sh:irw of thc portfolio but W:LS offset by 
~ r i t t n a g e ~ r ~ ~ n t  aic4on. Industries in this class n.cw aircrdt ,  l)uilding, 
food, elcbctrical equipment, off~c~x cquipnwnt, oil, rct:til tjxde, and 
rubber. In nine industries the tcndcncy of market price cahmges to 
diminish the rc1:rtivc portfolio irnportnncc~ was f r u s t n ~ t d  by manage- 
nrrnt wtion. These inclutlcd :rniusclnents, ttutomobilts, chemicals, 
~nttchincyv, mining, railroid rquiprn~nt,  airli~les, banks, and sales 
fi11:mc.c. 

Many irltcrpretations of thew c.onclusions are possible, itnd their 
significancc, pr~rtirulttrly as they irnpillge on the question of invtst- 
inent perforrntmce, drpends largely on the timing of any portfolio 
swit,ching involved and on the timing of the investment of new money 
inflows to the funds. Rut i t  is clear that the funds have taken ttctiori 

* 

from time to time to counteract rnnrket pressures. On the basis of 
the data available for the present analysis, a fairly large number of 
instances otmx-red (nine), in which the funds increased tlwir rclativc 
positions in industrips whose security prices did not t d v ~ n c e  as much 
as the rest of the market, and there were eight instances in which they 
reduced their relative positions when industry securities atlvanccd in 
price more than tho rest of the market. 

If attention is centered on the\ instances in which the rnnrket factor 
operated to increase the relative share of portfolio held in an industry, 
i t  is found that out of a total of 12 sudi  instances the managenle!lt 
factor reinforced the market factor in 4 cases and counteracted i t  in 
8 .  Similarly, the market factor operated to diminish the relative 
shares of the portfolio in 14 cases, and again the number of instmces 
in which the management factor counteracted the market factor (9) 
exceeded the instances in which both factors worked in t,he same 
direction ( 5 ) .  * 

Of the 4 industries in which both the market factor and the manage- 
ment factor for the 1952-58 period were greater than 100, 3 had not 
ranked atnong the largest 10 industries in 1952, but rill were among 
the largest 10 in 19.58. Drugs, with :t management factor of 159 rose 
from the 18th to the 9th rank; steel with 146 rose fro111 the 13th to 
the 4th; and paper with 111, rose from 11th to 8th. The market 
factor for insurance was only slightly above average with the result 
that a management factor of 129 increased the relative share, but 
did not improve the industry's ranking of sixth. 

Of the industries in which both market and management factors 
produced reductions in relt~tive holdings, utilities and rails with man- 
agement factors of 87 and 94, respectively, were the most important. 
Utilities dropped from the first to tthe second position in industry 
ranking and rails wrnt from fourth to seventh. None of the other 
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three were heavily represented in the funds' portfolios at any tirne 
during the study period. 

The oil industry moved during the study pcriod rrorri thp si1corltl 
to the first rank, but t l~ is  qllift ww t~ccomplished b3- the drop 111 

relative portfolio position of  utilities ratlwr than by xn increiisc in ttw 
relatlve position of oil. Thr rn:int~gen~ent factor. for oil  as o1113- 83 
and the fairly stable relative position mils produced by the :ibovc~- 
average market price perfornmnc~c of oil company stocks. Chemicals 
and machinery retaincd their ranks of third and fifth nu a result ol 
somewhat si~iiilar but invrrsc rrlarkct and mtnagnncmt fi~(-tors. T h  
stocks ol both these inc lu~tr i~s  had below-:~vt.ri~gt. market perfornl- 
u~ice, but this was accompanied in ~ i \ c l ~  citse by ~nimagement factors 
of more than 100. h2achinery in particwlar rcceived heavy support 
\vith a fourth ranking management ftlctor of 145. 

AIiriing, drugs, rallroad equipr~lent, ~nachlner-, i l r d  steel n w e  tlir 
higl~est five industries in the rnnking of nlar~ageincnt Fw.-tors. Drugs 
and steels have alretdy been cited as industries wherc portfolio trims- 
actions reinforced market price increases to produce rather su'ushm- 
tial relative increitser in portfolio positions l lnc-hi~~ery  is it11 esi~mple 
of a11 important i ~ d u s t r ~  in which relative growth was produced luy 
new investments offsetting slightly less than averaqe market actio11 
hhning and railroad equipment ru~ilied 25th m d  24th among 26 
industries in nlarket factors. They are both exilltlples of high nlan- 
agerr~ent interest where market performance has been quite inferiol. 

The five industries in which the funds have the lowest management 
factors are retail trade, electrical equipment, food, textiles, i ~ n d  
tob>tcco. The latter two were previously rrl'erred to :is industries 
with below-average market price perforrnanw and in which manage- 
ment action also tended to diminish the relative portfolio position. 
Tcxtiles was the only industry with x decline in Rarron's average for 
the period. Xone of the other three industries with low rnatmgernent 
factors, retail trade, electrical equipment, and food, were rtmong the 
best market performers, but all were slightly above nverage. They 
appear to be examples of industries with a fair performance but little 
attraction for the rlianagers of the funds. Retail trade ranked sev- 
enth in value of investments in 1952 and electrical eq~iipment ranked 
eighth. By 1958 they had dropped to the 14th and 13th placcs 
respectively. 

The findings based on the three shorter tirne periods were very 
similar to those of the 1952-58 period (see table IV-27). The pre- 
dominance of offsetting factors was agtlin apparent. In -52 of 78 
instmces the market factor and the management ft~ctor exerted op- 
posing pressures on relative portfolio structures. 111 only one in- 
d~ls t ry  did th t  pressures from these two factors operate in the same 
direction during each of the three periods. This occurred in the case 
of rails, where both fi~ctors produced decreases in 19.52 -55 : i d  19.55- 
57, nnd increases during the first three quarters of 1955. 
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TABLE IV-27.--Changes i n  con2mon stock holdings o f  all open-end investment funds, 
by inilustrial clnssi.6culion, resulting f r o m  marlcet price variation8 rmd portfolio 
~rzunagenaent decisz 'or ,~,  Ilecodxr 19:iB-Scplcwber 1lr:iS 

- - - 

I 
i' - ,~cr:?ft,. - ...................... 
A m u s c m m t s ~ . . ~ ~  .. .......I 
Auto .......................... 
15uil(ling~ .................. 
Cl?ctnicls ................. 
D r u - s ~ .  ................... 
Electrical equil~uient ~ ~ ~- -..- 

Paper ......................... 
........................... Oii 

ReLiil tr%le..~ ................ 
Rubher ........................ 
StiVI ......................... 
Text i lw 
Tohdcco 

...................... i 
.................. 

Miriirip~ ...................... 
Iltilities- ................... 
Rltilroi~ds ................... 
Kai l ro~~d cauinlnent ~ ~ ~ ~ - - ~ 1 
I L I D U l b l l U .  .................... 
Sales Bnsrtce .................. 
Invoet~nent companies.. ...... 

r 7 11ie r~lal iagtl~~~ent lactor was greate:. than 100 in each period for 
four different industric~s. Stwl, insurance, airlir~es, and chcrnical~. 
T h  cumulative effects of the portfolio aclditions which this in~plird, 
measwctl b?- t h  corresponding ~nwnager:icnt f8rtc.r~ for thr 1952-58 
period as n w h o l ~ ~ ,  vuricd Prorn 114 for chemicals to 14G for steel 
[tablr TV-26), lmt thc same constant pattcrrl of inanageincnt action 
was presc~rit in cac.l.1 instance Six industries, on the other hand, 
shou-cd ~ r ~ n ~ i n g ~ n l r n t  Iwtors of less than 100 in each of the three peri- 
ods: Tobacc-n, closcd-end investment companies, clwtricul equipment, 
I'ood. rubber, arid oil. Th? last two of these industries accounted for 

of' the 30 colnirlon stocks in which the invest~nent funds had their 
largest holdings durmg the years 1951-57. The fact thnt the man- 
agerrient factors wcre in period less than 100 is therefore some- 
what unexpected. but this map offer tt partial explanation for the 
rcla tlvely lou- percentage of total assets (approxhatelg 20 percent) 
held in thesc. 30 ~eciirit~ics. '~ 

This ttnitlysis of market factors and management factors for the 
three shorter time periods does not permit firm conclusions to be 
drawn as to whether management action a t  any time anticipated 
correctly the market behavior in the ensuing period. But a com- 
parison betweeu the mitrlilgement factors of a given period and the 
market factors of the ensuing period does suggest some interesting 
tentativc conclusions Such a comparison states that portfolio trans- 
actions in a given period led to an increase (or decrease) in the relative 
portfolio iniportarlce of ti certain industry and then examines whether 
the market factor for that industry tended to change its relative 
portfolio importance in Llle same direction in the following period. 

1s This sample of stocks will be employed for further analysls later in the present chapter. 
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The time periods over which the management factors were 1ne:lsured 
- were 3 and 2 years, respectively, both rgther long periods of time, ench 

permitting considerable portfolio tmpsactions. The rnnnngernerit 
factors in the bull market period between 1952 and 1955 exerted 
portfolio pressures in the same dlrectlon as the lnt~rlrrt factors of the 
less stable markets of the 1955-57 period in the case of only 6 of tile 
26 industries. But  there were u larger nuriiber of instances ( I  7 )  in 
which the inanagement factors of the 1955-57 period and the rnarke~ 
factors of the 1958 recovery operttted in the same clirection. The luck 
of agreement in the first of these comp:trisons could be the result ol 
several factors. The investment fund nianagers may liave failed to 
predict accurately the changing directions of market rnoven~ent in 
the more volatile 1955-57 period, thus Failing to take advtmtuge of 
the changing market impact on portfolio values, or they may sirnply 
have ignored the short-run effects of market changes, concentratitig 
consciously on the expected or hoped-for long-run effects. 

r 7 I he foregoing portfolio i ~ ~ d y s i s  is suppletnmted in this section by 
an examination of the irlvestnlent funds' holdings in the sample 30 
stocks referred to earlier in this study. This will be followed by an 
arlalysis of the funds' trading activities in total portfolio securities, in 
common stocks, and in the present sanlple of stocks during each of 
the years under study. A description of the sample of stocks and tht. 
method of its selection is given in the appendix to this chapter, a~it l  
only the following characteristics need be surnrnnrized at this point. 
The sample stocks were chosen from those having the largest dollar 
value in the funds' portfolios during the years 1951 through 1957. 
Twelve of the thirty are included in the list of 30 used for the Dow- 
Jones industrial average, and 7 of tlie 30 were included in the rnost 
active 25 stocks on the New York Stock Exchange during the year 
1958.16 The sample was distributed among 13 of the 33 industrial 
cltisses employed in the foregoing portfolio analysis. 

The data shown in tables 1V-28 through IV-31 indicate the relative 
importance of these 30 stocks in investnlent fund portfolios and in 
total market activity. At each of' the four benchnlark clatcs en~ployctl 
in this study, the market value of the total outsta~iding issues of these 
30 stocks accounted I'or approxiniately 40 percent of the total market 
value of all stocks listed on the New York Stock Exchange. As 
indicated in tlie second colu~nrl of table 1V-28 this relationship 
varied between 36.3 percent in 1952 and 41.8 p ~ r w n t  in 1957, and 
and stood at  36.4 percent a t  the final bcnchnlarlc date of September 
1958. This represents a t'airly high degree of co~lc.~ntrution ol' listed 
values, when account 1s taken ot' the fact that tluougllout the period 
covered by this study the New Yorh Stock Exchange ruairitclined a 
total listing of approximately 1,500 stocks (including prefrrrcds) 
issued by solrle 1,100 corporatio~is. '~ Further light 1s thrown 011 tlit .  
concentration of total listed values b>- the data in table I\'-29. which 
indicate that a t  each of the four hcnchnlark dates the largest foul stoc.2; 

' 8  Flfteen of the t h ~ r t y  stocks a c r e  Included 111 the list of 25 stocks e-nployed in the w ~ d y  of the Senate 
Committee on Banking and Currency, undcr c;e cha~rrnanshlp of Senator J W. Fulbnght. on "Institu- 
tional Investorr and the Stock RInrkct, 1953-55 

11 Fre Neu York Stock Evchnnge Fact Rook 195q, p. 36 
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listings on thr New York Stock Exchange accowited for approsi- 
inatel)- 20 percmt of the  t,otal listed values. At  Septer~rbcr 1958 the - 
relevant figure was 10.4 percent. At each of these four dates the 
largest four listings were the con~illorl stocks ol' A~llerican Tclephonc & 
Telegraph, Du Pont, Gcnernl hlotors, and Standard Oil of Xcw 
Jersey. 

These s:tnlple 30 stocks also accounted for a significant share of 
investnient fund portfolios, but their relative inlportance to the funds 
was considerably less t hail thc importance of the stocks to New York , 
Stock Exchange total listcd valucs. As shown in table TV-28, the 
30 stocks ac.countrt1 for 22.5 percent of the funds' cornrnon stock 
portfolios in 1952, and for 23.5 percent in 1958. These figures intli- 
cate that these securities co~tiprised a. larger portion of the common 
stock p~rt~fol io,  but the 23.5 percent in 1958 was much lower than the 
36.4 percent of the total exchange values accounted for by the same 
stocks. .. 
TABLE IV-28.-Selected data on  market value of sam.ple 30 stocks and all stocks- 

Investment fund holdings and New York Stock Exch.ange, December 1952-Sep- 
tember 1958 

Date 
Percent of total 

investnl~nt fund 
stock holdings in 
sample 30 stocks 

I 

Percent af totdl 
market valne of 
all New Y ork 

Stock Exchange 
stocks in sample 

30 stocks 
I 1 1 / Exchange 

Percent sf total 
rnitrkct vdue of 
sample 30 stocks 
held by invrst- 

ment funds 

Decern ber 1952.. ....... 36.3 
December 1955.. ....... 
December 1957. ........ 24. 8 
Septcmbcr 1953.. ...... 36. 4 

Total market value 
of dock holdinrs of 
investment fur~ds 
as lrercent of total 
market value of a11 

stocks listed on 
Now York Stock 

TABLE IV-29.-Investment fund holdings and total market values of the largest 4 
New York Stock Exchange listed stocks,' December 1953-September 1958 

Date 

December 1952. ......................................... 
December 1955. ......................................... 
December 1957 .......................................... 
September 1958 .......................................... 

Investment fund hold- 
ings of these 4 stocks I as percent of invest- 

ment fund total I stock holdings 
I 

1 American Telephone & Telegrtaph Co., nu Pont de Nemour Co., General Motors, Inc., Standard 
Oil Co. of New Jersey. 

Total market value of 
these 4 stocks as per- 
cent of total market 
value of all stocks 

listed on New york 
Stock Exchange 

The difference betwecn the concentration of assets in the largest 
follr issues was even more pronounced. The share of fund portfolios 
irlvcsted in those four stocks (table IV-29) moved from 3.7 percent, 
i n  1952 to 4.3 perccrit in 1958 (compared to a corresponding ratio of 
approximately 20 pcrcent for the New York Stock Exchange). A 
portio~i of this difference was produced because the funds did not have 
their largest common stock holdings in these four issues, though they 
did not coricerltrnte thrir investrnerits to any sirrnificant degree in 
m y  four issues. Tile largest four holdings of tlir frmds accounted for 
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onl?- 6.5 perrcnt of their. total caornmon stock portfohos i n  1958, and 
the co~wsponding ratio in 1952 had h c r l  only 4.7 pervent. 

A furthrr view of the relatire ~lnportance of this sample of 30 stucks 
is qivcli in table IV-50. T11. total  purchases of these stocks on the 
New Pork Stock Exchsnyc> dl~nr~cr  cnch of the yrnrs under study 
varicd b r tww:~  14  pC~rcerit and 16.3 percent of the total of all stoc,l< 
purchases on t l ~ c  cxcharlgc.. For th. fi!iill pwiod studied, thr  first 
niue ~nonttls of 1958, the fi:urb stood a t  15.7 percent. T h m  thew 
30 stocks a c c o ~ i n t d  for appro~imately 40 perccrit of total listed values 
and app - o ~ i  nately Iti per-cat  of total rnnrket transactiorls. Invest- 
ment fuv~d purchases of  thrs  . stocks rose from 6.2 percent of the total 
market t r  d ing  in these storks in 1953 (table IV-30) to 8.9 percent in 
1958. Investment fund sales of the same stocks rose similarly 
througliout the period from 2.4 nctw~nt of market trading in the stocks 
in  1953 to 5.5 pcrcerlt in 1958 l8 

T A R I , E  IV-30.--Selected data on purchases und s a k s  i n  sample 30 stocks-1 rlvestrnent 
fwnds U I L ~  New York Stock Exchange, J a n u a r y  195S through September 1958 

-- - 

As H f ind indication of the relative iinportance of these 30 stocks, 
preptwittory to more detailed malysis, data in table IV 31 indicttte 
the percentage shares of the investment funds' combined common 
stock portfolio represcntrd by the largest, the largest 5, and the 
sttnlple 30 common stock holdings. The drtttt show no significant* 
changes during t,he 1952-38 period, and since t h r  termination of the 
strong upward movement of market values in 1955 the shares of 
portfolios representrd by the largest and the largest five holdings 
have been quite stsblr.  At  the benchmark dates in 1952, 1955, and 
1957 the largest single holding was in Standard Oil of Yew Jersey 
stock. At Sepkrriber 1958 the hlghrst ranking stock was that of 
1ntern:ttionel Business bluchirws. While tit each of the 4 benchmark 
dates the lttrgest imd largest 5 stockholdings of the invest~nent furids 
appeared in the sample 30 stocks, the sample did not in  m y  1 year 
coincde with the 1argesL 30 holdings for that  year. The  percentage 
of port [olio licld in t11c.s~ 30 stocks combined cannot therefore be taken 
as 21 measure of the relative degree 01 portfolio concentration in the 
same tecllr~ical sensc, ns the. percentctgrs held in the largest m d  largest 
5. But for present purposes ttttel~tiori is ceutcrcd on the relative 
irnporttmc~ of the si~mplc stocks, p r q u r ; ~ t o r y  to 11 study of the s ~ g -  
nificarrce of ln~-c~strni~tit fund tr:ding for total ~ n i ~ r k e t  t~ctivity, rather 
th;ui on the ernerge11~~ ol' portfolio ~o~rce~i t ra t io i i  r r~e i~~ures  as s~ ich .  

r 7 I he hisis or the I'oilo\~irig im:d~.ijis is provided by t:hles IVY32 
through IV-34. T11e first of thesr taldes iridicvltc~s tht. in\-cst~ncnt 
funds' total Iloldings, by rlunrbcr ol' shares anti by dol1:tr vt~lur~s, of 

1 Invt>stl~lent fund pur- 1 'l'otel N e w  York 
cbnws of sample Investlueut fund wles Stock Ewhmpe pur- 

stocks rs perwax of ' of aunpli s t o ~ k s  rs l d : w s  nfsanlpk 

In 4 morc cornpletr analqsis of market trading in tllesr stocks will hc rns& in a suhwquent sectiol~ of this 
chantrr. 

tot?] Ncw York Stock 
Erchsnxe ptuch;ises 

I 
of same stocks 

percent of t,otal New stocks as perrent ot 
York Stock Erchansr total purchases of :dl 
snles of same storks .- stocks on New York 1 Stock Eirhmge 
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each of the 30 stocks, and compares the number of shares held in each 
to the total listed size of the issue. The relevance of these d a t t ~  for 
the funds' potential irnpact on market activity will become clear, and 
measures will be constructed of the average rntcs of turnover of these 
holdings for the total dealings on the stock t~scdiwnpe m i l  for the 
investment funtls respectively. 

T A ~ L E  IV-31.-Percentrrgc of totnl inuestrn~nt fund C O I V I I I O I L  stock portfolzos reprc-  
sented by the largcst common stock holtl~r~,qs, lhr lnigrst 5 co7ntt1on stock holtl~ngs, 
and the holdings of the son~plc  30 stocks 

-- -- - - 

At this point again, as at other stages of the prescnt study, it is 
necessary to note that the funds' holdings of these stocks have varied 
against the background of rapidly rising total holdings, consistent with 
the expansion in the total assets and investment portfolios of the 
investment company industry. Between the benchmark dates of 
December 1952 and September 1958 the total assets of the funds 
included in the universe of the present study increased by 213 percent, 
the total common stock portfolios increased by 231 percent and the 
combined holdings of the sample 30 stocks expanded by the slightly 
larger a~nount of 245 percent. The total values of the hcldings of 
the 30 stocks rose during this period from $674 niilliors to $2,3?5 
million. Every one of the 30 issues contributed to this increase, 
from Goodricls, which rose by only $4 million, to International 
Business Rlachines arid IJnited States Steel, both of which rose by 
almost $150 million. 

The distribution ol investment fund holdings ~trrroug the 30 stocks 
during the 1952-58 period is shown in table IV-32, and the esterst of 
the funds' concentration in t h ~  largest and largest five holdings has 
been shown in table IV-31. The only stock which ~naintained a 
place in tho largest five holdirlgs throughout the period was Standard 
Oil of New Jersey, which fell, however, from the highest rank in 1952, 
1955, and 1957 to fourth place in 1958. During the same period the 
value of this holding rose by some 290 percent from 540.5 nlillion to 
$157.8 million. At December 1952 one further oil company, Conti- 
nental Oil, was represented in the largest five stockholdirlgs, and ranked 
third with a total dollar value of $33 million. -4t the final date of Sep- 
tember 1958 this stock had dropped from the largest five but had been 
replaced in third position by another oil stock, that of the Texas Co., 
the holdiligs of which amounted to $159.3 million. At the earlier date, 
1952, the Texas Co., holdings had accounted for only $26.7 million. 

This heavy investment in oil stocks, which is reflected nlso in the 
holdings of Lhe remaining oil companies includcd in table IV-32, 
 reflect,^ the conclusion reached in the preceding section of this chapter 
regarding the industrial distribution of the funds' total coiumon stock 
portfolio. I t  was found there (see tc~ble ItT-23) that by September 
1958 oils had replaced utilities as the highest ranking industry in tlle 
comnlon stock section of the contbined portfolios, ttccounti~~g for 
some 14.1 percent of the totnl. 

Date 1 Largest 
stockholding 

.. ~ . 

Dzccml~rr 19.52~ .............................................. 1 1 . 4  
Decernbpr 1 9 5 5 ~  ................................. 1. 7 
m b r  1957 ....................................... .; 1. 7 
Scptcmber 1958. ..................................... 1.7 I 7 . 6  I 23. 5 

~srgest 5 
stockhoklln~s 

5. i 
7. 3 

~ a m p ~ r  
330 stocks 

22.5 
25.7 

7.1 ' 24.6 



TABLE IV-32.-Open-end investment fund holdings of each of 50 stocks, by nunher of shares and market ualz~es, December 1952 to September 1958 

/ December 1952 December 1955 Decembcr I957 Scptembcr 1958 
-- -~ 

Percent 
~f IisLefl 
sl~ares 
- 

4 . 4  
5. 2 

. 5  
6 . 3  
7.2 
ti. 0 
7.9 
6.0 

. 8  
7 . 0  
1.2 
. 8  

8.8 
8 . 3  
8. 8 
1.9 
2. 6 
6 . 6  
3.6 
4. 4 
2.0 
2.3 
2.2 
2. 5 
1.9 
1. 1 
2.3 
1.3 
2. 5 
2.0 - 

. - -. - -. . 
- 

- 
Perrrnt 
)f 11sted 
shares 

Stock 
Numher 
of shares 

Percont 
of listed 
shares 

Percent 
Value of listed 

shares 

Number 
of sharos Valur 

Number 
of shnrcs Valuc 

Number 
of shares Valuc 

Ahminium, Ltd ............................ 
Amcrnda.~ .................................. 
American Telephone h Telegraph Co ....... 

Thousnnda 
206 
135 
119 
1 I9 
250 
345 
755 
528 
229 

Willions 
547.5 
35. 7 
46. d 
46. i 
.5l. 4 
94. a 
26. u 
58. 3 
80. 1 
44.9 
61. 4 

105.4 
31.5 
63. 3 
67. S 
47. 5 
43. 5 
HI. O 
45.3 
42. 1 
41.0 
40. 7 
44. 1 
71.2 
31. 7 

110.9 
78. 1 
42.1 
81.2 
29.3 

Millions 
$15.0 
25. ! 
18. i 
5.0 

25.2 
18.9 
16.0 
3% 0 
23.0 
17. 9 
30.2 
28. 3 
18. 0 
31.9 
14.5 
26.5 
17. 6 
34. 5 
25.4 
12. 6 
22.3 
16. 9 
19. 1 
28.6 
19. 4 
40.5 
26.7 
20.8 
14.6 
28. 2 

3. 5 
1.8 
. 3 

2 . 3  
5. 2 
3 6 
8 . 9  
5. 4 

. 5  
6.1 
1.4 
.5  

7.4 
10.0 
fi. 2 
2.2 
2.5 
7 .1  
3.0 
3.0 
2.5 
1.7 
1.4 
1.7 
1 .6  
. 9  

1.7 
1.0 
1.4 
3. 8 

5. 0 
7. F, 
. 6  
. 6  

9.2 
5.8 
4.3 
8.4 
fi. S 
8.2 
1. 2 
. 7  

9. 6 
5 .9  

10.0 
2.8 
3 .4  
6. 1 
3.2 
3.6 
2.7 
2.4 
2.2 
2. 7 
3 . 4  
1.3 
3. 5 
1.2 
3.8 
3 .1  

Armw St.ee1~ ................................ 
............... Atrhison Topeka d Santa Fe 

Bethlrhem St.eel ............................ 
Cmtrdl d Suuth 11 f s t  ...................... 
Continwtal Oil ............................. I 
Fiwrtone--. .................................. 
General Eleetric ............................ 
Grneral Motors ............................. 
(1ener:d Public Utilities ..................... 
Gooclri< h . . ~  ................................. 

.................................. Goodywr. 
all if  oil .................................. 

............ lntcrnationi~l Business Machines 
International P:~pcr ......................... 
Kennecott Copper ....................... .. 
National Lead .............................. 
I'hi!li~% I'ctrolcum .......................... 

.................................... Shell Oil 
Socony Mohil .............................. 
Stnn(1ml 0 il of California.. ................ 
8tmd:ird Oil of Indiana ..................... 
Stanrl:ird Oil of New . l r rs~y .-.--.--.-.------ 
' ~ c x : I ~  PO ................................-.. 
I:nion Carbide .............................. 
I 'nitr~l States Steel ......................... 
\Vestinpirouse Electric ...................... 

,> 1 utal dollar value .............-......- 

- - ~ 

240 
416 
412 
637 
414 
269 
5% 
75 

629 
325 
395 
357 
235 
510 
4W 
240 
521 
w 
280 
365 
591 -- 

........... 


