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a similar portfolio which nevertheless allowed its capital gains to
remain in its accounts at the same date as unrealized gains, But
while the two funds would show the same asset relative, the former
would show the asset relative reflected in an inflow relative, and the
latter would show the asset growth reflected in a market relative. A
third fund that realized a capital gain which was distributed to share-
holders but not reinvested would not show the increase in either an
asset or market relative.

The heavy inflows to the foreign security funds and the specialty
funds should be noted, as should also the further indications given
here of the relative decline in importance of the bond and preferred
stock funds. The timing of the inflows to the first two of these three
types of funds is significant and will be noted immediately below. As
might have been expected, the general upward trend in bond yields
and consequent downward trend in bond prices during the period
covered by the study has caused a market relative of less than 100
percent for the period as & whole in the case of the bond and preferred
stock funds. Market movements in this case counteracted an inflow
relative of 127 and resulted m an overall asset relative of only 113.



TaBLE 111-18.—Sales and repurchases of own shares by open-end investment funds, by type of fund, 1963—S8eptember 1958
{In midiens of dnllars

1957 1958
1958
Type of fund and type of transaction 1953 1954 1955 1957 [C]
months) 1st 2d 3d 4th 1st 2d 3d
quarter | quarter | quarter | quarter | quarter | quarter | quarter
Forelgn security funds:
8al0S . . e e eaan 4.7 105. 4 88.5 83.5 93.3 25.5 2L 5 34.7 24.8 12.3 7.8 7.9 9.9
Repurehases. o oocvccemiacaan o 2.6 6.1 18.2 18.§ 24.0 21.7 5.5 4.7 4.3 9.5 6.3 6.7 8.8
Sales less repurchases o .o ..o~ 2.1 99.3 70.3 65.0 69.3 3.8 16.0 30.0 20.5 2.8 1.6 1.2 1.0
Specialty funds:
88)eS. . e es 38.6 58,1 149.9 114.9 9. 4 70.4 25.4 22.1 20.4 17.2 20.8 16.8 21.9
Repurchases. - 18.4 29.1 3.4 47.6 46.3 41.9 9.5 10.9 10.3 9.1 8.2 9.5 11.¢
Sales less repurchases.. .. ... ... 20.2 29.0 118.5 67.4 44.1 28.6 15.9 1.2 10.1 8.1 12.6 7.2 10.9
Bond and preferred stock St
SaJeS . o 23.4 3.7 39.9 3i.1 20.1 156 5.7 4.1 4.2 5.7 4.6 3.3 5.7
Repurchases . . .o ooeeomoooon 18.0 19.6 2.2 24.5 20.3 13.5 3.9 5.4 4.9 5.5 3.6 4.2 5.3
Sales less repurchases .. ... c—an 5.4 14.2 17.7 6.6 -2 2.1 1.8 -~1.3 -6 .2 1.0 -.9 .4
Balanced funds:
(a) Income:
[N . S, 44.7 58.4 71.2 3. 8.0 62. 4 25.6 25.2 22.0 25.2 217 19,3 21.4
Repurchases .. .-...coo.... 18.9 3.0 32.3 27.9 25.7 211 6.5 7.3 6.1 5.7 5.4 6.6 4.0
Sales less reparchases ... 25.8 27.5 38.9 .5 72.3 41.3 19.0 17.9 15.9 19.5 16.3 12.7 12.4
&) Growth: !
Sales o 7.0 81 32.8 .0 12.4 1.8 4.1 2.2 2.3 3.8 3.0 2.9 5.9
Repurchases. 2.7 3.2 7.4 .5 6.5 3.9 2.1 1.6 1.4 1.4 1.0 1.1 1.8
Sales less repurchases. ... 4.3 4.9 25.4 .5 5.9 7.8 2.0 .6 .9 2.4 2.0 1.7 4.1
() Mixed:
SaleS . e ceiciaao 243.4 273.2 335.8 .5 378.8 285.3 103.6 81.7 87.3 105.2 91.9 88. 1 104.4
Repurehases. -« .- woemamaoens 60.1 100.0 105. 8 R 105.0 81.% 27.2 29.7 4.2 23.4 24 4 27.3 29.0
Sales less repurchases.- ... .. 183.3 173.2 230.0 7 273.8 204.0 76. 4 52.0 63.1 818 67.5 60.8 75. 4
All balanced {unds: !
Sal _ 295.2 339.7 439.8 Y 489. 1 359. ¢ 133.3 109, 1 111. 6 134.2 116. 6 110.3 131.7
Repurchases_____._ .- . 817 134.1 145.5 .2 137.2 106. 3 3.9 38.6 3.7 30.5 30.8 35.1 39.7
Sales less repurehases. ..o ... 213.4 205. 6 204.3 7 351.9 253. 1 97.4 70.5 79.9 103.7 85.8 75.1 91.9
Common stock funds:
(¢) Income:
Sales. . el 78.1 120. 5 145.4 169, 7 11722 44.2 4.2 38.8 42.4 36. 6 38.0 42, 5
Repurchases. ... ... 15.2 3.2 55.7 36.0 3.7 8.4 8.3 10. 1 9.2 8.8 8.5 18. 5
Sales less repurchases. . __._.. 62.9 83.3 89.8 133.7 854 35.8 35.9 RB.7 33.3 20.9 2.5 28.0
(h) Growth:
Sales. .ol 158.8 255.5 i 378.4 487.8 519.9 118.5 105. 1 124.6 1511 118.0 244.8 158.4
Repurehases. ... ..o 69. 4 113.2 123.8 122.7 6. 7 30.9 35,8 2.8 27.8 25,1 30,9 40. 4
Sales less repurehases . ... 89.4 ¢ 142.3 25¢. 6 375.1 423.2 85,6 89.3 96.8 123.3 0.9 213.9 118.0

86

SAONNA IVALAOW 40 XQOIS V



99

A STUDY OF MUTUAL FUNDS

*3UIPUNOI JO 9sNBIOQ S[B)0] 03 PPB 10U AeW SUWNO)—'¢ ALON

ASIBATUN I} JO 135S 3] Jo Yuadiad 13O ¥ AJuo 0} pdjunoOw®
f910j013y) ‘sorueduwiod pepN[OXe IOYI0 AU} JO §10558 AU, "000°000°9¢$ 03 Dojunomrs
‘gea1 ‘0g ‘1deg TO $19ssB asoUqm “ouy ‘pury [sniniy 1ueuwdofasa(] opI0lY s sormed
-WI00 PAPNOXd 950y} JO 189316 oYL -9[(¥] UI0S0I0] oY} WO PIseq oq WEd YOoJYM solueyd
onfeA JoX{IBW Duw Mopul FUIpIeSal SUOISO[OUOD PBOIQ oy} 0P8 A[SnNOLIes ‘alojeleoy)
30U SP0p SISA[BUE MOPHU] 9y} WOI] UCISNX0 L], "9I8D 38U} J8 osialun Apnjs oy}
JO sjosse [e103 o) Jo juedsad 1 Jo ¥4 Apyeiarxoldde 0 ‘000°000°06$ Ao pajedeidde ‘ge61
‘0g *1deg Jo se $)0sse 1{aYJ, ‘dJreuuonsenh 9g) Ul 10) Po[[ed ST SaJ8ys Um0 Jo seseyoindal
poe safes 119y3 uo eviep Addns o) payrey (*oU] ‘seaeys A19Snpul qimolp pus ‘ouy ‘pung

PI0OUOY) “IUT ‘puUny [[RPPYY ¥ WoRIAIA], “0U] ‘PUnJ JUIWISIAU] $10]ISUNO() ‘[Sa1108 g)
DL ‘spunyg UBIPoIsN) Wiyuslf “ouy ‘punyg [emny juowdorsac( o1WolY) spuny o1
oy, 'stsA|eus [imodd oyl Jo 1ded JulmrenIa oYy Ui POPNPUL SPUN) 9U3 UBY) SPUDJ 0T AQ
J9M0[ s 193dBYD S1Y) U SISATEUB MOPU] 9YJ Ul PIPN[OU] SPUR] JO 98812400 8Y,L,—Z TLON

‘g1ep A11033enD 51} WoJ) A[9IIJUI SPUTY 9891]) J1UI0 0} A18SSP09U
sem 11 ‘spopred [enuue oY) Jo YoBa 10 ssE[0 3d4) %:3 syeridoxdde ay) uy A1aj8redas serles
1z 21 J0 Yosa 10} viEp Uons Ipuaul 03 aqissod wasq sey 11 Afiym  aijwuuonsenb oyl
Aq %Egg SO Y} JO ([ JOJ SIS JUITIISIAUT TZ S JO 1{9€3 Jo J0adsol Ul B)ep SOSLYDd
-indal pue se[es 23eiedos JTUIGNS 07 O[qRUN SBM “OU] ‘SoPLModg dnoip) 18yl 10%) ajdus
oY) 01 ONP SISIYJ, "SJEaL dwres oy) Ul sporrad L[1sgtenb 2 94y 1o] 950Uy YIim d[qeredurod
A[)o11)s 10U 018 §GBT JO SUJUO § JST Y3 JOJ PUE S[OYM B SB L96] J0J S0IN3Y Y[ —'T TLON

8918 1°¢9¢ 8982 9028 9°88% 6892 8 0Z8 PBLI'T ) SUSBET ) £°6¢T°T | 9128 £°0L9 [ 34 <: 200 sasuyoIndal sso sO[8g
8 ¥l (A4S 66 G901 9 01 ¢ 1el g 601 6 ¢og 6 1S% 0°9L% 0°69% £ '8¢ b AN e saseyandey
9°19% €°9.9 L°6L8 0°L2% G ¥6¢ 2708¢ 1°0e¥ eePeY | g LB | FUees‘T | 9°OFPY | 9°L90°T Y189 |TTTTTTToTTorToomTmmeommomteos soreg
spuny (v
g 21T £ °28% 6 P81 4 L8LT G 8¥1 2681 8168 € 082 9289 8 0Ly [ v444 (31« SR i saseyaIndal ss9y s9[8g
008 L6¢ 06y 6°19 ¥ 9°19 Ve 9281 182 £ 6% 8162 ¢ '90% [ 4 4 S saseyoIndoy
b %62 1°88¢ 8628 L7182 Z°¢82 1012 1844 PROT | ¥HS6 6268 g 2oL L°089 F 521 - et soeg
SPUnJ J90)S UOUITOD [V
g ‘89 6 88T I (14 Tee o 4 €89 Z '¢8e ¢ 128 8°G1% ¥ 921 986 I seseyoIndal sso[ sareg
1°¢% £°91 1°€1 631 991 §L 1°61 798 %9 689 £°ZL 198 66z |ttt sossyorndey
g 16 €958 z°LL 2% 869 809 ¥ E8 [ 0254 6 982 L°¥8% L 861 L ¥t [ 2t JE s9[Bg ®
IpOXII (9




100 A STUDY OF MUTUAL FUNDS

ANNUAL AND QUARTERLY DISTRIBUTIONS OF THE INFLOW OF
NEW MONEY TO INVESTMENT FUNDS

Table I11-13, which forms the basis of analysis in this section, pre-
‘sents the gross and net cash flows resulting from the sales and re-
purchases of the investment funds’ own shares for each year, 1953-57,
for the first 9 months of 1958, and for the seven quarters of January
1957 through September 1958. The sales figures represent net pro-
ceeds to the investment funds and include all reinvestments of divi-
dends and capital gains distributions paid to investment fund share-
holders. Sales equal gross dollar cost of shares to the purchaser less
all sales charges and loading fees. The data do not include the value
of shares issued by investment funds in exchange for the assets of other
companies. Subject to the convention of regarding all distributions
and reinvestments as involving cash transfers between the fund and
its shareholders, the figures summarized in table III-13 can be re-
garded as describing actual new money flows. The value of repur-
chases included in the table refer to the actual dollar cost of the funds’
reacquisitions of their own shares.

The interpretative significance of these data will be examined in
tables I1I-14 through III-17 under three main heads: Firstly, the
percentage distribution of annual and quarterly inflows among in-
vestment funds of differing types; secondly, the rates of change in
inflows in differing time periods as compared with movements in the
general level of security market values; and, thirdly, the periodical
rates of turnover of investors’ holdings of fund shares, measured b
relating their repurchases to average total holdings, as compared wit
the rates of turnover of all stocks listed on the New York Stock Ex-
change.




TaBLE I11-14.—Percentage distribution of annual gross and net sales of own shares, by type of fund, 1953 to September 1958

1957 1958 (9 months)
Type of fund
Net Gross Net Net
Foreign security funds 0.7 14.8 7.2 56 5.7 5.8 1.7 0.3
Specialty funds . ... 5.5 4.3 12,2 5.8 5.5 3.7 4.6 2.4
Bond and preferred stock funds 3.4 2.1 1.8 .6 1.2 -2 1.0 .2
Balauce funds: )
(2) INCOME. . o o oo 6.4 4.0 4.8 5.9 6.0 3.5
(b) Growth_._ . 1.0 2.6 .04 -7 .5 .7
(e) Mixed. . oo iieiian 34.9 23.7 26.9 23.0 2.9 17.3
Al balanced funds ... ... __.__.__._ 42.3 30.3 3.7 2.7 29. 4 215
Common stock funds:
{a) Income. ..o 8.5 10.3 11.2 7.2
{h) Growth.. 29.2 30.2 31.4 35.9
(€) Mixed e 18.6 17. 4 18.5 32.5
All common stock funds. ... ... ... 5.3 57.9 61. 1 75.6
Alfunds. oo 100.0 100. 0 100.0 100.0

Note. —Columns may not add to totals because of rounding.
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TasLg I1I-15.—Percentage distribution of quarterly gross and net sales of own shares, by type of fund, Janvary 1957 to September 1958

1st quarter, 2d quarter, 34 quarter, 4th quarter, 1st quarter, 2d quarter, 34 quarter,
1087 1957 1957 1957 1958 1958 1958
Type of fund
Gross | Net | Oross | Net | Gross | Net | Gross ; Net | Gross) Net Gross | Net | Gross | Net
Forelgn security fundsa oo i e e m el 5.0 5.0 9.1 11.6 6.3 7.1 2.9 0.9 2.1 0.6 1.2 0.2 2.1 0.3
Specialty funds.__ oo .. 5.9 4.9 5.8 4.4 5.2 3.5 4.0 2.5 5.5 4.4 2.5 1.3 4.7 3.4
Bond and preferred stock funds_ ..o oocaeoimiacmoceonaot 1.3 6 L1 —.5 L1 -2 1.3 .1 1.2 .3 .5 -2 1.2 .1
Balanced funds:
(a) Income..._...--- N eeamammm~e—eman—anesmesees—tooa 5.9 5.9 6.8 6.9 5.6 5.5 5.9 6,1 5.7 5.7 2.9 2.2 4.8 3.9
(&) Growth. 1.0 8 .6 .2 .6 .3 .9 .7 .8 .7 .4 .3 1.3 1.3
(€) MIXed - oo ooimammme o 24.1 23.8 21.6 20.1 2.1 21.9 24.6 25.5 24.2 23.6 13.0 10.8 22.6 23.8
All balanced fURAS. o oe oo imcaaccmeic e 310 30.4 28.7 27.2 28.3 2.7 31.4 32.3 30.7 30.0 16.3 13.3 28.5 29.0
Common stock funds:
(@) INCOME, oo oo mmmeracummasemcmvmmmman o yommmeeman 10.3 11.2 11.6 13.9 9.8 9.9 9.9 10.4 9.8 10.4 5.6 5.2 9.2 8.2
() Growth, 27.1 26.7 27.6 26.8 31.6 33.5 35.4 38.5 30.6 31.8 36.2 37.9 34.3 37.2
(e) MiXed . oo macoaemmmce e e me e emmeeee 19.4 21.3 16.0 16.7 17. 18. 4 15.0 15.4 20.3 22.4 3.7 42.3 19.8 21.6
Al commmon stock fands. ... oo iccemaannn- 56.8 59.1 556.3 57.4 59.2 61.9 60.3 64.2 60.5 64.7 79.8 85.4 [ 63. 4 67.1
AN fundS. o cemncinmrm e e Mam e —memme——— 100.0 | 100.0 | 100.0 | 100.0 | 100.0.{ 100.0 100.0 | 100.0 | 1060.0{ 100.0 | 100.0 100.0 l 100. 0 100.0

NorE,~Columns msy not add to totals because of rounding.
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TaBLE ITI-16.—Percenlage tncrease or decrease in net money inflow, by type of fund, 1953 to September 19568

[Figures show percentage change each period over preceding period]

1957 1958
Type of fund 1954 1955 1956 1957 1958
2d 3d 4th 1st 2d 3d
quarter quarter quarter quarter quarter quarter
Foreign security funds._.__...______._____ 4,654, 1 —29.2 -7.5 6.6 —92.6 87.5 -31.5 —86.4 —43.1 —24.1 —13.5
Specialty funds..._______ - 43. 4 308.2 —43.1 —34.6 —13.5 —29.2 —10.3 —19.1 54.6 —42.2 49.3
Bond and preferred stock funds.__.._.... 161. 4 25.1 -62.7 —96.6 1,127.8 —~31.0 —50.5 —74.4 499.3 —6.3 —51.6
Balanced funds:
(@) Income ... ___ . ____.____... 6.6 41.8 42.5 30.2 ~23.8 —5.8 —-1L.5 23.0 —16.6 —22.1 —2.2
(b) Growth__ - 12.9 418.1 —08.1 1,107. 4 78.0 —=71.2 61.5 157.1 —16.1 —13.8 139.0
(c) Mixed_ ... _._____._____._.._. —5.8 32.8 35.5 —-12.2 -0.7 —32.0 21.3 29.6 —17.4 -10.0 24.2
All balanced tunds.._....._.___ -3.7 43.2 24.9 —4.3 ~4.1 -21.7 13.3 29.8 —-17.2 —12.4 22.4
Common stock funds:
(a) Income - 32.6 7.7 9.8 35.7 —14.8 .4 -20.1 15.9 ~10.2 -1.1 —11.8
(b) Growth.. - 59,1 78.9 32.8 10.9 50.4 -19.1 39.7 27.4 -26.3 135.2 -44.9
() Mixed_ ... 4.0 28.2 70.8 2.7 130.6 —36.6 22.9 —~7.5 30.2 272.8 —71.3
All common stock funds.._._._ 46.9 45.2 38.6 1.9 62.8 —21.7 20. 4 15.1 -10.2 160.9 -56.0
Allfunds._ ... ... 45.5 4.5 18.3 3.1 315 -19.3 11.5 1.1 —10.8 97.7 —43.9
Dow Jones industrial average. . _.___..... 44.0 20.8 2.3 —-12.8 22.1 6.0 -9.3 —4.5 2.5 7.0 1.3
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104 A STUDY OF MUTUAL FUNDS

There have been several rather pronounced changes in the percent-
age distribution of inflow among types of funds. The common stock
funds have received an increasing share of the inflow, particularly
since 1956. Balanced funds, on the other hand, have experienced a
marked relative drop in their share of industry inflow. Foreign secur-
ity funds and specialty funds received a larger portion of the inflow
during a part of the period, but have failed to maintain that share.
The share of balanced funds in the total industry net inflow fell
annually almost without interruption from 46 percent in 1953 to 21
percent in 1958. At the same time the share of common stock funds
mcereased annually, from 48 percent in 1953 to 76 percent in 1958.
The rise in percentage share of the total was uninterrupted in the
case of the common stock funds announcing a ‘‘growth” objective,
increasing from 19 percent in 1953 to 36 percent in 1958, though the
shares of the remaining types of common stock funds recorded a
rather less stable trend.

Specialty funds accounted generally for about 4 percent of annual
net inflows to the industry. In 1955, however, the relative share of
this type of fund increased markedly to 12.2 percent. This relative
increase in investor preference for this type of fund occurred during
a period of rapid upward movement in security market values, the
24-month trend upward not having been seriously interrupted until
September 1955. This greater investor preference for specialty funds,
moreover, occurred against the background of a rapid increase of
total net inflow of new money to all investment companies, the total
in 1955, at $1 billion, being approximately 45 percent greater than
in the preceding yvear It was during the same upward movement in
stock exchange values that the relative shares in inflow of the foreign
security funds also increased markedly. In the final part of the period
under study, however, these funds were unable to maintain their
shares of total inflow. By 1957 the share of foreign security funds
had fallen from its 1954 high of 14.8 to 5.8 percent. For the first 9
months of 1958 it fell further to the low figure of 0.3 percent. This
was caused not only by a lower rate of sales of new shares of these
funds in 1957 and 1958, but also by an increased rate of repurchases.
Much the same experience occurred in the specialty funds, whose
share in total net inflow fell from a 1955 high of 12.2 percent to a
1958 low for the period of 2.4 percent.

These percentage distributions of inflow among types of funds
should be read against the background of the continually rising trend
of the total money inflows to the investment company industry.
The trends in the percentage distributions have been influenced from
time to time by the formation of new investment funds. The pre-
viously mentioned flotation of foreign security funds in 1954 may be
cited as an example. In the second quarter of 1958 the figures of in-
flow to common stock funds reflect the formation in that period of two
new funds. One of these funds, which has been classified as having a
“growth’ objective for purposes of this study, held assets valued at
$122 million at the final benchmark date of September 30, 1958.
The other of these two funds has been classified as having a “mixed”
objective and held assets of $252 million at the same date. This rapid
increase in the assets of these two funds during the second quarter of
1958 may have caused some slackening of the rate of inflow to other
funds of the same type, but the figures do not suggest any diversion
of money flows of this kind. The overall rate of inflow to balanced
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funds, however, slackened in 1958, with {airly heavy reductions in
the second quarter of the year. The flotation of new funds in 1958
took place against an increasing buoyancy of total industry inflow,
the total net inflow having risen to an annual rate of $1,572 million
in the first 9 months of 1958, or 32 percent higher than in 1957, and

- 3% times as large as for 1953, the first year covered by the present
study.

The absolute level of inflow (table 111-13) to each of the three types
of common stock funds increased annually, except for a slight fall in
the 1958 annual figure in the case of the income funds. These data,
against the background of rising industry totals, the increasing investor
interest in the equity section of the capital market and the rising levels
of security market prices, establish the clear and increasing investor
preference for the common stock fund section of the investment com-
pany industry.

Against this background, the balanced fund section of the industry
has had a rather more variable inflow experience, although the actual
money inflows continued at a high level throughout the period. The:
marked pause in the rate of growth of these funds in 1954 was a
reflection of the increases in that year of the other types of funds
already referred to. The relative instability of the balanced fund
percentage share of total industry inflow, and the declining relative
importance in the total of the foreign security funds and specialty
funds as against the growing importance of common stock funds, can
be seen in more detail in the quarterly data of table I111-15. The
same general pattern was apparent in these quarterly figures, but the
changes are not as smooth.

It 1s interesting to observe (table I1I-18) that there scems to be a
definite relationship between the change in market price as measured
by the Dow-Jones industrial average and the change in net inflow.
Attention is centered on the Dow-Jones industrial average at this
point in view of the considerable importance of common stock port-
folios in the investment company industry. Other measures of
changes in security values may also be relevant to the examination of
the changing fortunes of the balanced and bond and preferred stock
funds. It is not suggested that the inflow of money to investment
funds is necessarily primarily related to changes in security values.
Rather, the changes in the level and structure of savings must be’
related to a much wider variety of causal and motivating factors. As,
indicated previously this study has not been directed primarily toward
the consideration of savings flows in the economy, or of the investment
companies and funds as savings media. It is nevertheless of interest
to observe the manner in which historically both the rate of growth of
inflow to investment funds, and the type distribution of that inflow
have varied with changes in security market values. The annual
figures reveal a noticeable positive relationship between the percentage
change in the Dow-Jones industrial average and the percentage change
in inflow to all investment funds combined. Investment companies’
net sales of new shares rose most rapidly in periods of rising security
prices, and vice versa.* A similar pattern of relationships is disclosed
by the inflow to common stock funds as a total class.

The quarterly data are not at all consistent with this generalization.
These data suggest an inverse relationship or possibly some type of

4 Stinilar resuits can be observed in the annual data of the 1959-61 period available in industry sources

Both stock prices and inflow declined in 1960 while recording substantial increases in the other 2 yvears
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lead-lag phenomenon.! The slackening in the rate of inflow in the
-early part of 1957 appears to have been more rapid than investors
-subsequently thought warranted, and increases in inflow rates were
-again recorded in the third and fourth quarters of the year, at the
'same time as security values declined. As previously indicated,
the inflow data for 1958 show a rapid increase in the second quarter
of that year owing to the formation of new funds. Over the 9 months
of 1958 as a whole, the change in the annual rate of inflow is again in
the same direction as the change in market values.

The inconsistencies of these data emphasize the difficulty of analyz-
ing the causal factors involved. Many other factors are present:
e.g., variations in the timing of purchases within the periods referred
to, and changes in the tendency to direct financial savings to the
corporate securities market, not only directly but in various insti-
tutional forms, including that of investment companies.

Table 111-16 also permits a comparison of changes in growth rates
of inflow between investment funds of differing types. Again the
share of the balanced funds is seen to have been rather more variable
than that of the common stock funds. The diminishing impetus of
the foreign security funds and specialty funds is also apparent,
Differential rates of change in funds of other types can be noted.
The balanced funds, for example, show clear and uniform reduction
in rates of growth in the first half of 1958. This accompanied firstly,
a slackening in the rate of growth of the industry as a whole in the
first quarter of that year, and, in the second quarter, the very rapid
forward movement of the common stock funds which has already
been discussed. It is noteworthy, however, that as the rate of ad-
vance In equity market prices gathered momentum in the third
quarter of 1958, there was a marked switch of investor preference
from the common stock funds to the balanced funds. This switch
was probably an adjustment following the marked contrary move-
ment in the second quarter, and not entirely a result of investor
acumen in the face of what some may have considered unjustifiably
high equity values. In this same connection, however, the last
two columns of table 1II-16 show a movement in favor of those
common stock funds announcing an objective of growth in the second
quarter of 1958 and a movement to balanced funds of the same in-
vestment objective class in the third quarter. This, perhaps, is
indicative of the investor attitudes toward growth which were develop-
ing on & broader scale in the market at that time.

INVESTORS’ TURNOVER OF INVESTMENT FUND SHARES

The foregoing analysis of the periodic distribution of inflow among
funds of different types has not examined differences between gross
and net inflow rates. The gross inflow represents the actual money
receipts by funds resulting from the gross sales of their own shares.
The net inflow, on the other band, indicates the gross inflow minus the
total dollar cost of the funds’ repurchases of their own shares. The
differences in the two distributions in tables IIT-14 and I1I-15 are
thus accounted for by changing pressures of shareholders’ redemp-
tions of their investments. A reinterpretation of the relevant data
is given in table I11-17 which presents the periodic turnover rates of
investment fund shareholders’ investments.

8 The period covered Is not long enough to establish any such relationship with any degree of confidence.




TABLE II1-17.—Turnover of shareholders’ tnvestments in open-end investment funds, 1958-September 1958

[In percent}
1957 1958
Type of fund 1953 1954 1955 1956
1st half 2d half Year st half | 3d quarter | 9 months
Foreign seeurity funds. ... _____.._____ . ___ .. . ___ 10.9 21.2 12.2 8.1 3.1 4.0 8.2 4.2 2.5 8.7
Specialty funds..._._ . . _____ . 8.1 9.6 10.9 8.9 3.9 4.9 85 3.3 1.9 8.8
Bond and preferred:stock funds. ... _.__117C 1.1 10.8 10.9 12.0 5.0 5.9 1.1 4.6 2.9 7.5
Balanced funds:

6.8 9.2 77 5.9 2.7 2.4 5.3 2.3 1.5 3.9
7.6 7.6 5.8 16.6 4.8 3.6 8.8 2.7 1.7 4.4
5.0 6.6 5.4 4.3 2.3 1.9 4.3 2.0 1.0 3.0
5.4 7.0 58 4.9 2.4 2.0 4.6 2.1 11 3.2
(a) Income._.. e 4.8 8.4 8.6 6.0 2.0 2.3 4.5 1.8 1.7 3.5
() Growth. 8.9 8.8 8.0 5.9 2.7 2.2 5.2 2.2 1.3 3.4
{c) Mixed 3.9 5.5 5.1 4.0 1.7 1.7 3.6 1.6 L0 2.6
All common Stock funds.._.. ... ... ... .. 5.5 7.5 6.5 5.2 2.2 2.1 4.5 1.9 1.2 3.1
Allfands ... ... .. ... 58 7.7 6.4 5.5 2.5 2.3 5.0 2.1 1.3 3.5
New York Steck Exchange, turnover of all lfsted stocks| 12.0 16.9 17.4 14.0 6.2 6.4 13.2 6.1 3.7 9.7
NortEe 1.—Shareholders’ turnover rates have been calculated by dividing total repur- NoTE 2,—New York Stock Exchange turnover rate equals the total dollar sales of stocks
chases of shares during any period of time by the average holding of shares at the begin-  on the exchange during a given period divided by the average value of total stocks listed

ning and end of the period, at the beginning and end of the period,
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