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In the more volatile market conditions from July 1955 onward,
following the tailing off of the prolonged upward movement in the
market, rather wide variations occurred in the funds net purchases
of the sample stocks as a percentage of aggregate net stock purchases.
A full analysis will be given below of the monthly changes in the
funds’ trading in the individual stocks during the varying phases of
the market throughout the 1955-58 fluctuations. It is noted at pres-
ent, however, that the funds were net sellers of the stocks as a group
in only four quarterly periods: Third quarter 1955, first quarter 1956,
fourth quarter 1957, and first quarter 1958. KEach of these periods
was marked by rather uncertain stock inarket movements, the last
two quarters mentioned having witnessed a readjustment of values
following a sharp fall and preceding a firmer upward movement. In
both these last-mentioned quarters, moreover, the funds’ ag regate
net stock purchases fell sharply below their level in the immediately
preceding quarters.

In many months, as indicated in table IV-86, the change in the
net purchases of the 30 stocks as a percentage of aggregate net pur-
chases was quite sharp, showing significant changes in the pattern of
the funds’ tradiug activity. Despite these marked variations, net
purchases of these 30 stocks by the funds changed in the same direc-
tion as total net stock acquisitions in 25 of the 38 months between
August 1955 and September 1958. The fact that fluctuations in the
funds’ trading were more violent in the 30 stocks than in all stocks
combined is shown by the correspondence between the direction of
changes in the percentage of aggregate net purchases attributed to
the 30 stocks and the direction of changes in the dollar value of net
purchases in those issues. In only 5 of 38 months did they move in
opposite directions.

Despite the close agreement between the direction of change
transactions in the 30 stocks and the changes in total stock transac-
tions, the changes in the sample stock purchases, unlike the changes
m total stock purchases, were not associated with either similar or
opposite changes in the average market price level, as measured by
the Dow-Jones industrial average monthly closing quotations. The
two moved in the same direction in 18 of 38 months and in opposite
directions in 20.

TRANSACTIONS IN 30 STOCKS BY SIZES OF INVESTMENT FUNDS

The relative importance of trading in the sample stocks for funds of
differing size classes is summarized in table IV-87. For the three size
classes of funds indicated, as for the investment funds as a whole, the
relative importance of the sample stocks was, with one single exception,
lower in 1958 than in 1953, on hoth a percentage of gross purchases
and a percentage of net purchases basis. In the case of the smallest
size class of funds the relative importance of the 30 stocks on a gross
purchases basis declined between 1953 and 1958 from 12.5 percent to
10.7 percent. The largest two size classes of funds recorded much
the same pattern of change as recorded by the funds as a whole, in-
stancing again the predominant importance of these larger funds in
determining patterns of market behavior for the investment fund
industry as a whole. Following a large decline between 1953 and the
second half of 1955, the 30 stocks became increasingly important as a
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share of total purchases in both these larger size classes of funds. In
1958 the largest size class of funds effected almost as large a percentage
of total gross purchases in these stocks as in 1953 (22.3 percent as
against 23.9 percent), and the second largest class of funds had in-
creased the percentage slightly above the 1953 level (17.1 percent as
against 16.3 percent).

TasLe IV-87.—TInvestment fund porifolio transactions tn sample 30 stocks and in
all common stocks, by size ! of fund, January 19563 to September 1958

Total purchases of 30 stocks as percent of fund total
common stock purchases

Year
All funds Size ((gg and Size (¢} Size (d)
18.3 12.5 16.3 23.9
11.8 13.2 9.0 16.3
13.2 13.6 8.9 19.9
14.5 11,7 12.6 20.6
17.1 10.7 17.1 22.3

Net purchases of 30 stocks as percent of fund net
common stoek purchases

Year
All funds Size ((gg and Size (¢} Size (d)
26.7 12.0 21.1 36.7
—-1.7 18.0 -3.0 —12.3
11.4 20.7 —1.0 28.0
8.2 5.3 6.0 14.8
16.8 6.5 12.5 35.1

1 Size as of September 1958,
See the following:
a,

(a) = Assets less than $10,000,000.

(b) = Assets $10,000,000 and less than $50,000,000.
(c) = Assets $50,000,000 and less than $300,000,000.
(d) = Assets over $300,000,000.

Much more variation in the percentage relations for the differing
size classes of funds is apparent when the comparison is made on a net
purchases basis. The negative percentage figures in the second half
of table IV—87 should be interpreted to mean that the relevant classes
of funds were net sellers of the stocks in the time periods indicated
and that their net sales represented the stated percentages of their
ageregate net purchases of all common stocks.  From the variations
involved, however, there emerges the same threefold conclusion as
for the gross purchases relationship. Firstly, the pattern of change
for the investment fund industry as a whole is largely determined by
the heavy influence of the largest funds. Secondly, the importance
of the sample stocks for the funds’ total stock transactions for the two
large-size classes of funds declined during the first part of the study,
but increased during the later years. And, thirdly, the relative im-
portance of the sample stocks in total transactions appears to be
positively related to investment fund size.

The significance of these relationships based on investment fund
size should again be qualified by indicating that the choice of stocks
for inclusion was influenced by the large holdings in certain stocks
by the very large and moderately large funds. Balanced against this
factor is the tendency for the large funds toward lower turnover rates.
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INVESTMENT FUNDS’ TRANSBACTIONS IN SAMPLE 30 STOCKS IN RELATION
TO NEW YORK STOCK EXCHANGE ACTIVITY

The more important questions for the present analysis, and for the
significance of the funds’ trading in selected securities, relate to the
same two issues previously examined on a total portfolio activity basis:
firstly, the relation between the funds’ transactions in these 30 stocks
and the relevant total market volumes; % and, secondly, the relation
between changes in the funds’ transactions in these securities and
changes in their average market price levels.

Table 1V-88 instances the fact that not only did trading in the
sample stocks become an increasingly significant part of the funds’
total trading in the last 3 years of the study period, but their trading
in the stocks also became an increasingly important part of total
market activity. The monthly and quarterly figures in table IV-88
show again the fluctuations noted in the earher analysis of aggregate
dollar values, but in no quarter since the beginning of 1957 did the
funds’ total gross purchases of the stocks fall below 4 percent of the
market’s total transactions. In the 1958 market rise the sharp in-
crease in the funds’ transactions in the stocks caused a sharp increase
also in their share of the total market activity. In the third quarter
of 1958 the funds’ share of the market’s gross purchases (11.3 percent)
was virtually double their average share for the preceding vear. While
the funds were net sellers of these stocks as a group in the last quarter
of 1957 and the first quarter of 1958 the table indicates that in the
second and third quarters of 1958 their share of the market on a net
Eurcha,ses basis showed a sharp increase, to reach 6.6 percent, the

ighest level at which it stood in any quarter during the 1953-58
period.

87 In each case the total value of market activity used in this analysis relates to round lot transactions on
the New York Stock Exchange and wasobtained by multiplying the share volume of the stock traded during
a given month by the monthly average price of the stock. The latter value was obtained by taking the
average of the open, close, high, and low price quotations in the stock during the month. Appropriate
adjustments were made in those instances in which there were stock dividends and stock splits. For pur-
poses of direct comparison the acquisitions of stock by the funds are shown on a net open market operations

basis, net of acquisitions by the exercise of rights to new issues of stock and by the exercise of conversion
options attaching to other securities.




tment fund transactions in the sample 30 stocks combined as a percentage of tolal purchases of the same stocks on

the New York Stock Exchange, by size ! of fund, January 1953-September 1968

TABLE IV-88.—Open-end tnves

[In percent]
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TaBLE IV-88.—Open-end investment fund transactions in the sample 30 stocks combined as a percentage of tolal purchases of the same stocks on
the New York Stock Exchange, by size ! of fund, January 1953—-September 1958—Continued
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Tt is of interest to observe also that the funds’ net purchases of the
sample stocks as a percentage of the total market transactions in the
stocks moved in a direction opposite the change of the market’s average
price level in 22 of the 38 months since August 1955 if the comparison
is made with the Dow-Jones monthly closing averages, but in only
20 months if the comparison is made with the average monthly quota-
tions. The evidence is certainly not strong, but might be considered
consistent with the previous suggestion that fund trading may con-
stitute a contramarket pressure. The data in the present analysis do
not permit any firm conclusions with respect to the behavior of the
funds during sustained market movements, although there is a slight
suggestion that they reinforce such movements.

It is noteworthy also, on the level of the funds’ portfolio operations
in the 30 stocks combined, that the small group of 7 very large funds
(those holding assets in excess of $300 million at September 1958) have
accounted for a large portion of the funds’ combined share of the
market's activity in the stocks. The manner in which these largest
funds, and also the 43 funds whose assets were between $50 and $300
million at September 1958, influence the pattern of the market impact
of the funds’ overall operations is also indicated on a monthly basis in
table IV-8s.

In 1953, for example, the seven largest funds accounted for 2.2 per-
cent out of the investment fund industry’s 3.7 percent of net share of
market activity in the stocks. The largest and second largest size
classes of funds combined (all those holding assets over $50 million
as of September 1958) accounted for 3.6 percent, or almost the total,
of the funds’ 3.7 percent share of market activity. During the fourth
quarter of 1955, the [unds made net purchases equal to only 0.3 percent
of the New York Stock Exchange volume in these 30 stocks and the
purchases and sales of the 2 largest size classes of funds were almost
equal during this period. For the remainder of the study period
these large funds were extremely important in the activity of all funds
combined, whether a comparison is made on a gross or net purchase
basis. In 1956, for example, the seven largest funds accounted for
almost hall (2 percent out of 4.3 percent) of the funds’ total share of
gross purchases in the market, though their relative weight on the
sales side of the market was not as great (0.9 percent of the market
total out of the funds’ total of 3 percent). The 50 larger funds
together in 1956 accounted for 81 percent of the funds’ total share of
market purchases (3.5 percent out of 4.3 percent) and for 83 percent
of the funds’ share of market transactions on the sales side (2.5 percent
out of 3 percent). On a net purchases basis, these 50 funds accounted
for 77 percent of the aggregate for all funds. In 1957 comparable
relationships obtained, and the 50 larger funds accounted for 81 per-
cent of the funds’ total share of market activity on the purchases side,
80 percent on the sales side and 86 percent of net purchases. In 1958
the same 50 funds’ combined relative importance increased to 88
percent of the funds’ total share on the purchases side, to 84 percent
on the sales side, and to 94 percent of net purchases. It was found
that in only 3 of the 38 months since July 1955 did the direction of
change of the share of the total market on a net purchases basis differ
for the 50 larger funds from that for all investment funds combined.
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INVESTMENT FUNDS' SHARE OF TOTAL MARKET ACTIVITY IN EACH OF
30 STOCKS

The recent tendency for the funds’ share of total market volume
to increase in this sample of larger, “blue chip” stocks, is subject to
numerous modification when the corresponding data for each of the
30 stocks are examined separately. A summary of such an analysis
is presented in table IV-R89, showing, for each of the quarters since
July 1955, the percentage share of the market trading in each of the
stocks, represented by (a) the funds’ purchases plus their sales, and
(b) the funds’ net purchases (or net sales, as indicated by the minus
percentage quantities in the table). It is desirable at this point to
consider the former of these statistics as well as the latter, for it
cannot be known to what extent the investment funds appear on
both the buying and selling sides of particular market transactions.
If the funds always sold to and purchased from nonfund operators
in the market, then it would be necessary to add their purchase and
sale activity in order to obtain a true measure of the extent of their
participation in the market. If, on the other hand, the funds always
bought from and sold to each other via the market, the true measure
of their combined share of the market would be given by taking simply
the value of their purchases or sales, which would in such a case be
identical. In the present analysis, therefore, the addition of the
funds’ purchases and sales provides a maximum statistic, lying at the
upper range of the potential market share of the funds’ trading in a
particular stock in any given time period. The use in the table of
the relation between the funds’ net purchases and total market volume
actually provides a statistic rather lower than the funds’ probable
actual share of the market. For even if the funds’ trading were con-
fined as far as possible to purchasing from and selling to each other,
and such transactions were always effected on the New York Stock
Exchange, the minimum share of the market which they could be
said to have accounted for would be given by the larger of their
purchases or sales.




ercentage of New York Stock Exchange total trans-
Jew York Stock Evchange, by quarters, August 1955

&

S ©
gS
- £
%Q
=
S S
=3
SRS
L8 7
25 8
§5 &
g2 &
o 5
Sy
=3
<
ge
o3
§§
“w
g2
D w
T
|
8
:Q
g?‘
3 8
-2
o=
£
£s
3%
£
Ea
y.SCI)
£
b S %0
8B
e
S8
‘S%
-:c
23t
RS
=55
2w
o
88
m
«
=

@
ag e A A P i
[oR=] RS suU U sl RO R U U
3 RN AININUN SNSRI RSN SRS SNSRI INSNINIA
5 z s
£
2 wm vNNCﬁO’hﬁhNﬁ‘@a@lﬂwcl\owl‘l\v—'@ LEMNNBIN
g { G Tl T TG NS WS Wredgaind
= ey I [ b I
pord '
w2 N OINODN A=A P OOH ANt i (B D E-ODRNN
SSmSFNiSFNS BB LA I ded S Vb SFicd
+ PR . : O]
[ —~ — - -
m’D
A P S e N N P N o e P o e
¥
= Pi+t it bbb b+ i1+ 4!
e NUNRPUSSUNURSANINIRPINZRPRININSNIN SRS LN LIS
P >
2
=1 ® TRPODBAINOADORONSOND SN =00 NO~Or
g J va?vmmmhfm" ?m~nTIw = TgAdTwé
b Ay
=2} O b O = O O D S QN D 0D O3 MO M M T G0 NN W=~ R
+ déNNddNédgNMNNd@dmswddd 05 b5 OO b
© oy ——=T NN N B R AR~ I 4
]
= o D
2 CH e
2 +l++lll+l+| ll+l vvvlt lllliiL
= Z =
iy
=] " COINNPRONRIr T NN SR O~ W0~ OO
= \ o T CRgirde (@aid el el wo Sl
o I — | NNI { — ol
~
o™ J—
i FHMHODONO WA DT OB DBt D e IOt O N DD D~ i
ot ot o 1 1 g O3 o o P 1 e e o B B e 1o o s
§ | ggeiddrggagergngegagangs rgadhss
0 & )
Bg | e e s e e
G2 | FEITTEFE P TFEE T TF9 T
7e Llo AP PN NN SIS N
B 3
=
E w PN WL I~B DDA OICOE T O WD AN
2 ] docadfaidned T ged ) iddSdd e a-ds
N - Nl ] 1 b !
7]
—
i O P ORI~ LD T H i WD I~ 0 W~ =D A 0
e S B A TR R CCOE Mg
md}
- N N
52 THi+tElti bt bl ++t+ 4+ 1+ 11+
o] NNFONNINADSAINIRNIASSNNU IR IR ISR RIS UNSUIN SN AL
1~
2
5 w ommm@mﬂvmmww~@oohmh@wvw O 01 = 00 1D
g | - cwam«Nhlvhww BSBHE 8 L TS eini
= a, | [ | I
=
f‘ T D = O e e (D 0D 00 00 1D €D KD — =i O OB D 00 Q0 W DD D rAHE N OO
S 1 1 N 1 1 05 O et ot 668 5 0 8 0 06 B B S S o o o o o o3
S @
E FE S
Pt R AR SO U U
%S RAPUSIAINUSS AN PRSI AUNI U USRS
Ed
k)
E w whamw ch~m@oowv—~acww¢ O N D=0 N
g [ o 7 hhvaﬁw ?uon Tod i s Tm m'ééfff
~ [ T
-~
ol —
ﬁ COOHORH L POUO = A HF LN AND-BWD
S i 1515 o i S S ed i i I 1 wn 3 < o 65 = i 05 00
o (=351 ot @ x 8= ms‘_‘?' r NCQ:—!C‘:W
1:}?5?5&51?:5::2:?:::1: [ A A
S . . [ A A A
- R A
- O T T R T
[
T/ T T T T A T S R S A T S A S
[T o I A S S A S A S T S A A T T S A A
T - O S A T N A S A S S S B I A
v:b;::::::::évr:l:. IR T A
‘ 5 I [ I N A T A B
e g A E i
g ‘lé‘q'v'l!"Ei"';"“‘ [
VB e L VT i s g g
2 :19;§¢B.::;.5;1;:§§:§1: g
i =R B [ = R
T2 IREEET LV EEe ) mEGE ) ipEeR !
S = 18&%30 kB2 L IDSYE =4 1gEE
Efﬁgﬁmmﬁv:§o§ciil80®g;gsaggazgg
i 1 i [ = 1 Bt
Edg%dé%gdg”zmﬁég:§§2m421852555§
'Ub OLm¥aE=—= 03 1 ad 0= u:g &) Mw
CEEQIISEEDSEEREPO IBEEEC 2SR cEE
ELESEE S SNt Rag 5S35 880R2 8838
5EEaESan P EBenlgen=798g 2853
—EEuavooﬁbvwvco:mgowngos o84
AR O0AROTIVOC AN ZN LAY e

267



268

in each of the sample 30 stocks as a percentage of New York Stock Exchange lotal trans-

tion of change in total number of shares traded on the New York Stock Exchange, by quariers, August 1955
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If, however, all such interfund transactions were effected in markets
other than the New York Stock Exchange, then the percentage shown
here on the net purchases basis would become an actual statistic. The
data are presented in the form shown in table IV-89, therefore, as
there are no grounds for concluding, on the basis of the data availuble
for the present study, what, in actual fact, may be the best approxi-
mation to the investment fund industry’s share of the market activity
in the stocks under discussion.®

For purposes of examining the changes in the funds’ total purchases
and sales transactions in the stocks, it will be convenient to consider
solely purchases plus sales as a percentage of New York Stock Ex-
change transactions (col. 1 for each quarter). Thus the funds’ oper-
ations in Aluminium, Ltd. stock exceeded 5 percent of the market
activity in each of the 13 quarters exawmined, except in the first quar-
ter of 1957, and in 6 of the 13 quarters the relevant percentage ex-
ceeded 10 percent. For purposes of assessing the significance of
changes in the funds’ share of market activity in a particular stock
it is necessary to inquirc whether the funds’ share of the market
increased when the total market activity was rising or when total
market activity was falling. In table IV-89, therefore, the direction
of change of the share volume of stock traded in each quarter has
been indicated.®® In the case of the Aluminium, Ltd. stock which
has just been referred to, it can be seen that in five out of the six
quarters in which the funds’ share of the market was above 10 percent
the total share volume traded on the New York Stock Exchange was
higher than that traded in the preceding quarter.

68 Tt should be remermabered also that as in the earlier phases of the market comparisons in this chapter,
the data being examined are designed to indicate relative orders of magnitude as to trading and market
volumes, rather than dircet measures of the actual importance of the funds’ trading in any particular
market. This precaution is necessary in the interpretation of the data and of the relationships established,
as it has not been possible to obtain full information on the distribution of all fund trapsactions over the

various market channels.
¢ Share volume here means round lot reported volume on the New York Stock Exchange.
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TABLE IV~90.—Number of quarters in which tnvestment fund trading exceeded 10
g)ggtgnt of market volume for each of sample 30 stocks, August 1956-September

Number of | Number of those quarters
quarters out in which total market
of possible volume—
13 in which
Stock funds’ share
of market
activity ex-
ceeded 10 Increased Decreased
percent
Armeo Steel. o e mrma e e 12 5 7
QGoodrich. ... 12 § 6
Goodyear._... 12 5 7
Central & Sou 10 4 6
Firestone.._..-.... 10 6 4
International Paper. 10 4 6
Kennecott Copper_.. 10 6 4
Shell Ol 10 5 5
Atchison Topeka & Santa Fe 9 [ 3
Continental Oil__.__..._..__. g 5 4
Generual Public Utilities_ 8 4 4
National Lead_.____._.__.._. 8 2 3
International Business Machine: 7 2 5
Socony Mobil. . 7 4 3
Texas Co_____ 7 3 4
Aluminium Lt 6 5 1
Guif Oil_.__._ 6 4 2
Phillips Petroleum 6 2 4
Standard Oil (California)._ 6 2 4
Standard Oil (Indiana)..._ 6 2 4
Amerada___.______.___.__ 5 1 4
Westinghouse Electric_.. 5 2 3
DuaPont._ . ... 4 1 3
Union Carbide. ... 4 2 2
American Telephone & Telegraph._ _ 3 2 1
General Blectrie.___._.__ - 3 3 )]
General Motors_ 3 2 1
Bethlehery Steel.__ 1 1 0
Standard Oit (New 1 0 1
United States Steel 1 1 [\]
Total . e~ e mmae 201 97 104

In table IV-90 a summary is presented of the number of quarters
in which the funds’ share of the trading rose above 10 percent of the
market volume. The funds’ share of market trading rose above 10
percent in at least one quarter for each of the 30 stocks. Consistently
high shares of market trading volumes were attained by the funds in
three stocks, Armco, Goodrich, and Goodyear, in which the funds’
share was more than 10 percent of market volume in 12 out of the
possible 13 quarters. In five other stocks, Central & South West,
Firestone, International Paper, Kennecott Copper, and Shell Oil, the
funds accounted for more than 10 percent of the market volume in
10 out of the possible 13 quarters. It is noteworthy that each of the
three rubber industry stocks included in the sample, Firestone, Good-
rich, and Goodyear, were among the stocks in which the funds were
consistently responsible for a high percentage of the market trans-
actions.

It is of interest to compare this analysis with the earlier analysis of
the funds’ portfolio turnover rates for the sample 30 stocks. The
funds had turnover rates in excess of 10 percent in seven stocks in the
1956~57 period (see tables IV-75 and IV-76 and the relevant text
above). Only one, Kennecott Copper, appeard on the list of stocks
in which the funds acquired more than 10 percent of the market vol-
ume for 10 or more quarters out of 13. In the case of the other six




