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The percentage in utilities decreased in every other size group, but 
not enough to cause the industry to lose its No. 1 ranking. . 

Oil, the industry ranking second in importance in the funds' com- 
bined portfolio a t  each of t,he benchmark dates, retained a rather 
stable relative position for t,he entire 53i years. There was also little 
c.hange in the percent'age of cor orate portfolio invested in chemicals f and glass. The proportion dec ined from 7.5 perant  in 1952 to 6.6 
percent in 1958, but the industry rose in rank from fourth to third. 
Steel began the period ranking 11 th among the industries, and climbed . 
steadily until it  was 4th in September 1958. It,s share of the com- 
bined c.orporate portfolio more than doubled from 2.6 percent to 5.7 
percent. The larger funds were the principal contributors to this in- 
creased importance of st'eel, but the smalle,r funds also increased their 
relative holdings. Funds in the largest size group held 2.1 percent 
of their corporate portfolio in steel in 1952, and 6.7 percent in 1958, 
a jump in rank from 15 t'o 3. 

The percentage of t'he corporate portfolio held in two other industries 
- 

doubled between 1952 and 1958, hut the total holdings were still 
relatively small a t  the end of the period. These industries were 
drugs with an increase from 1.5 percent to 3.2 percent and office 
equipment with an inmease from 1.0 percent t'o 2.4 percent. The 
increase in drugs produced a rise in rank from 18 to 10 while office 
equipment rose from 23d of the 31 US .  domestic industries to 14th. 

Retail trade dropped from 6th among the industries in 1952 t,o 13th 
in 1958, and textiles dropped from 16th to 24th. These two indus- 
tries thus declined further in rank than any other industry. The 
pcrcentage declines were from 3.8 percent to 2.4 percent for retail 
trade and from 2.1 percent to 1.0 percent for texliles. In absolute 
berms there was no drop a t  all. The dollar valuation of holdings in 
retail trade almost doubled, increasing from $139 million to $2'75 
million, and that for textilcs rose from $76 million to $104 million. 

This analysis of industrial distributions has been based upon the 
funds' total holdings of corporate secmit'ies, comprising common * 

stocks, preferred stocks, and bonds. Since common stocks form 
such a large part of the funds' tot'al portfolios, the distributions reflect 
to a large the distributions by industries of the common stock 
holdings. Tables IV-16 through IV-20 show distributions of the 
c,ommon stock sectioris of the portfolios of all funds combined, and 
of each of the four size classes of funds previously examined. Utilities 
and rails each represented smaller relative shares of the funds' com- 
bined common stock portfolio than they did of the total corporate 
holdings a t  each of the four benchmark dates. Against a utilities 
share of total corporate portfolio of 14.4 percent in 1958, for example, 
utility common stocks accounted for the lesser proportion of 11.4 
percent of the tot'al common stock portfolio. Similarly, rails accounted 
for 5.6 percent of total corporate securities a t  the same date, but for 
only 4.2 percent of total c.ommon stock holdings. Each of the other 
industries occupying the first 10 ranks in the total corporate portfolio 
in 1958, however, was responsible for a somewhat higher percentage 
of the common stock portfolio than of the total corporate holdings. 
Oil occupied the highest position and accounted for 14.1 percent of the 
combined common stock portfolio. 
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TABLE IV-16.-Percentage dzstribution of open-end investment fund holdings of 
corporate common stocks, by industrial classification, all funds, December 1952- 
September 1958 

-. 

Industrial classification December 
1952 

December 
1955 

-4 Aircraft mannfacturing and equipment ........... 
I3 .4inusenlm*.s (including mdio-TV and lnotion 

pictures). ...................................... 
C Auto and auto aecessorg (excluding tires). ......- 
I> Building t n d c  and buildinp equipment. ......... 
E Chemicals and alas-.  ......... ---:--- -........... I 

nrugs ........................................... 
Electrical equipment-~. ......................... 
Food and hcver?ges. ............................. 
Machinery ....................................... 

............................... Office rquipmrnt 
Paper products m d  publishing ................... 
Oil and natursl g.is production ................... 
Retail t r s d ~ ~  ................................... 
Ruhher 2nd tires ................................ 
Steel. ............................................ 
Teatilrs, clothing, and footwnr. ................. 
Tobacco .......................................... 
i s c e : ~ s .  ............................... 
,Ll ininp .......................................... 

Total, .4 through S. ........................ 64.30 -- -- 

T Utilities (including natural pas transmission and 
distrihutiou) .................................. 16.22 

V Telephone and con~mnnications .................. .X1  
. \ I otal. T throuell V - .  .............. , 17.03 

W1 Rai l ra ids  ..................... . .~--- .  
W2 Hailr~aii  r qu ip~nmt  ............................ 
XI Airlines .......................................... 
X2 Shipping ..................................... 
X3 Bus and truck lines and other .................... 

Total. W1 throuph X3 ..................... 1 i. 24 7.07 

....................... Total, Z1 through Z5 / 9.02 1 8 .97  
-- 

A C  Canadian stocks.. ............................... 4. 45 
AN Non-Canadinn foreign stocks~..- ................. . 59  

December 
1957 

9.81 -- 
5.18 
1.01 

6. 19 
-- 

loo. 00 

September 
1958 
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TABLE IV-17.-Percentage distribution of open-end investment fund holdings of 
corporate common stocks, by industrial classi$cation, funds with net assets less 
than $1 0,000,000,' December 1962-September I968 

Industrial classiflcation December 
1959 

A Aircraft manufacturing and equipment ........... 3.67 
B Amusements (including radio-TV and motion 

...................................... pictures) ' 
Auto irml auto aceassory (rrcludinp. tires). ....... 
fluilding crude and huildmg equiymtm. ....... 
Chrmiwls and glass.. .......................... .' 
Drugs.. .......................................... 
Electrical equipment ............................. 
Food and beverages .............................. 
Machinery ....................................... 
Office equipment ................................. 
Paper products and publishing-.. ................ 
Oil and natural gas production ................... 
Retail trade ...................................... 
Rubber and tires ................................. 
~ ~ 

Steel ............................................. 
Textiles, clothing, and footwear. ................. 
Tobacco .......................................... 
Miscellaneous.--. ................................ 
Mining- ......................................... 

Total. A through S ......................... I 57.94 

T Utilities (including natural gas transmission and 
distribution) ................................... 13.52 

V Telephone and communicstions .................. 

....................... Total, T through V -1=-15.84 - --- 
W l  Railroads ........................................ 6.10 
W2 Railroad equipment .............................. 
X l  Airlines .......................................... 
X 2  Shipping ......................................... . 2 2  
X 3  Bus and truck lines and other .................... 

..................... Total. W1 through X 3  13.09 

Z l  Banks ............................................ 2.43 
2 2  Insurance ........................................ 6. 27 

................... 2 3  Sales flnance and personal loan . 9 4  
2 4  Investment companies ........................... 1.97 
Z5 Other ............................................ . 1 0  

-- 
....................... Total, Z1 through Z5 11.72 -- 

AC Canadian stocks ................................. 1.41 
A N  Non-Canadian foreign stocks ..................... .01 

Total, AC through AN .................... 1. 42 

............ Total, corporate conimon stocks 1 100. 00 
-- - 

1 Assets as of September 1958. 

December 
1955 

December 
1957 



A STUDY OF MUTUAL FUNDS 153 

TABLE IV-18.-Percentage distribution of open-end investment fund holdings of cor- 
porate common stocks, by industrial classi$cation. funds with net assets $10.000. 000 
and less than $60.000.000. 1 December 1962-September 1958 

Industrial classification 

A Aircraft manufacturing and equlpment ........... 2.12 
B Amusements (including radio-TV and motion 

p ic tu re  ....................................... 2.11 
........ C Auto and auto accessory (excluding tlres) 3.54 

D Building trade and building equipment .......... 2.18 
E Chemicals and glass .............................. 6.59 
F Drugs ........................................ I . 32 
Q Electrical equipment ............................. 3.39 
H Food and beverages ............................ 2 . i 4  
I Machinery ..................................... 5.60 
5 Office equipment ................................. . 66 
K Paper roducts and publishing ................ 2.18 
L oil snlnatural gas production ................... 11.69 

M Retail trade .................................... 3.616 
N Rubber and tires ................................. 2.05 
0 Stcel ............................................ 6.60 
P Textiles, clothing, and footwenr .................. 1.58 
Q Tobwco .......................................... 2.63 
R Miscellaneous .................................... . 53 
S Mining ......................................... 3.87 

Total, A through 9 ......................... 65.34 

T Utilities (including natural gas transmission and 
distribution) ................................ 16.06 

V Telephuue and communications .................. 1.26 

........................ Total. T through V I 1 7 3 2  

W1 Railroads ....................................... 4 . 89 
W2 Railroad equipment .............................. 
X 1  Airlines L........................................ 
X 2  Shipping-~ ...................................... . 05 
X3 Bus nnd truck lhes and other... ............... . 06 

Total. W l  through X3... .................. 

Zl Banks ........................................ 1.22 
Z2 Insurance ........................................ I . 22 

.................. 23 Sales finance and personal loan. . 66 
2 4  Investment companies ........................... 
Z5 Other ............................................ 

Total. Z1 through Z5 . 

December 
1955 

A C  Canadian stocks ............................... 
-4 N Non-Canadian foreign stocks... .................. 

:I= 

-.- 
Total. AC through AN ................ 

......... Total, corwrate common stocks 

December September 
1957 1 1958 

1 Assets as af Septqmber 1958 . 
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TABLE IV-19.-Percentage distribution of open-end investment jund holdings of 
corporate common stocks, by industrial classification, funds with net assefs - 
$50,000,000 and less than $300,000,000,~ December 1.962-Septen~ber 1958 

Industrial classification 

A Aircraft manufacturing and equipment ........... 
R Amusements (including radio-TV and motion 

pictures). ...................................... 
C Aut,o and auto accessory (excluding tires). ....... 
U Building twde and huilding equipment .......... 
E h e i e a  and g .............................. 
F Drugs ............................................ 
(3 Electrical eqzipment..- .......................... 
H Food anrl beverages .............................. 
I Machinery ....................................... 
J Office equipment.. ............................... 

K Paper prudnrts and publishing ................... 
L Oil and natural gas production ................... 

M Retail trade ...................................... 
N Ruhher and tires ................................. 
0 Steel ............................................. 
P Textiles, clothing, and footwriir. ................. 
Q Tohacro.. ....................................... 
R Iv~iscellaneous .................................. 
S Mining .......................................... 

Total, A through 8 ......................... 
T Utilities (including natural gas transmission and 

distri1,ution) ................................... 
................ V Telephone and cornmunications.~ 

Total. T throuah V ........................ ~ - 

W1 Railroads ........................................ 
W2 Railroad equipment .............................. 
X l  Airlines .......................................... 

......................................... X2 Shcppiug 
X 3  Bus and truck lines and other .................... 

....................... Total. 21 t h r o u ~ h  2 5  1 12.85 / 12.74 

0.83 2.17 

2-33 1 2.21 
3.28 3.58 
1.94 1.52 
1). 49 1 R. 44 

................... Total, W1 through X3.. 

Z l  Banks ........................................... 
Z2 Insurance ........................................ 

................... 23 Sales finance and personal loan 
2 4  Investment companies ........................... 
Z5 Other ............................................ 

-- 
................................ AC Canadian s@cks- 6.64 

..................... AN Non-Canadian foreian stocks I ?:!:I 7 6  

1.66 
3.38 
1. 65 
5.25 
. 90 

3. OR 
15.22 
3.33 
2. 1; 
2. 47 
2.25 
.61 
.48  

3.18 

63.3? -- 

12. 70 
.5n 

13.21 
-. -- 

7.05 
.44 
.40 
.03 
. O i  

.................... 7.10 

1 Assets as of September 1958. 

' 1.28 
2. I39 
1.11 
6.26 
1.26 
3.15 

12.37 
1.83 
2.33 
4.45 
1.43 
.46 
.60 

4. 21 

61. 86 

9. 75 
.64 

10.39 

6.38 
.5R 
.36 
.15 
. 13 

7.99 

1.42 
9.39 
1. 16 
. 7 7  
.12 

December 
1957 

1.70 

1.58 
2.68 
1.91 
7. w, 
2.85 
2. 79 
1.49 
fi. 12 
2.09 
2. 64 

12.48 
2.08 
1. 98 
4. 27 

.95 

.97 
.92 

3. 47 
-- 

60. Fd 

10.75 
.72 - -~ 

11.47 

3.83 
.65 
.m 
.22 
.17 

5.06 

1.32 
1U. 43 
1. 19 
.25  
.07 

13.26 -- -- 
8.53 
1.05 -- 
9. 58 

100.00 
-- 

7. 61 

.80 
10.59 
1.07 
.21 
.06 
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TABLE IV-20.-Percentage distribution oj open-end investment fund holdings of 
corporate common stocks, by industrial classification, junds with net assets over 
$300,000,000,~ December 1952-September 1958 

Industrial classification 1 Depgber  

A Aimrrlt mmufu tu~ ing  and equipmant ......... 1 0.86 
B Amusements iincludinc radio-TV and motion ~ ~~ ~ - . ~  -~ 

pictured.. ..................................... 
C Auto and auto accessory (excluding tires) ......... 3. 28 
D Building tradfs and building equipment. ......... 2.02 
E Chemicals and glass .............................. 8.50 
F Drum ............................................ 1. 9.5 
(t Electrical equipment ............................. 
I1 Food and bever:?ges-. ............................ 1 8% 
I M c i n r  ....................................... 3.59 
J Oflice equipment ................................. 1 1.66 

K Paper products and publishing ................... 2 79 
L Oil and natural gm production ................... 15.39 

11 Retail Trqde ..................................... 4.81 
Y Rubbw and .ti-... ............................. 2. 82 
0 Steel ............................................ 2. 11 
P Textiles, clothing, :mcl footwear. ................. 2.04 
Q Tobacco .......................................... 2. 38 
R ~Miscellan~ous .................................... .27 
S Mining .......................................... 2. 72 

Total, .4 through S ........................ 65.24 

T Utilitirs (includina natural gas transmission and 
d i t r b u t n  .................................. 19.32 

V Telephone and communications.-. ............... .89 

Total. T through V ........................ 20.21 . - -  ~ - -  

Wl Railroads ........................................ 
W 2  Railroad equipment.. ........................... .26 
Xl Airlines ..................................... ...- 
X2 Shipping ......................................... 
X 3  Bus anti truck lines and other 

Total, W1 through X3 ..................... 1 6.51 

Z1 Bunks ........................................... 
Z2 Insurance ........................................ 
Z3 Sales finance m d  personal loan .................. 
Z4 Investment companies. 
Z5 Other 

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

Total. Z1 through 2.5 ....................... 6.69 

AC Canadhn stocks ................................. 
AN Non-Canadian foreign stocks 

Total, AC through AN.. 1. 36 

........... 

December December 
1855 1957 
-- 

I. 64 1.14 

hptember 
1958 

0. 01 

1 Assets as of September 1958. 

The foregoing analysis of portfolio distributions is supplemented 
by the data summarized in tables IV-21 through IV-23. The first 
of these tables indicates the percentages of total corporate portfolios, 
for all funds combined and for each of the 4 size classes of funds, held 
in each of the industries occupying the highest 10 ranks at  September 
1958. The percentages for the combined funds' portfolio declined 
from 14.4 percent for utilities to 3.2 percent for drugs, and these 
industries t,ogether accounted for 64.8 percent of the total. The 
first 6 of these 10 industries were also among the highest 10 industries 
for each of the size groups of funds, though differences of ranking 
appeared. The industries occupying the remainder of the first 10 
places are dso shown in table IV-21. 

Table IV-22 focuses attention on the largest 10 industries in the 
combined corporate portfolios at  each of the 4 benchmark dates of 
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the study and confirms the other of the 2 principal conclusions of the 
earlier concentration analysis. The degree of concentration existing 
within the portfolios declined during the period covered by the study. 
Based on the largest 10 industries, the ratios declined continuously 
between 1952 and 1958 from 70 to 64.8 percent. 

The analysis in table IV-23 considers the distribution by industries 
of the total common stock holdings of all funds combined, as distinct 
from the distribution of total corporate portfolios just referred to. 
These figures again confirm the last mentioned conclusion as to - 
concentration by industries in the funds' portfolios. The concentra- 
tion ratios for common stock holdings also declined cont,inuously 
throughout the study period, from 68.7 percent for 1952 to 64.S 
percent for 1958, based here on the highest 10 common stock holdings. 
A t  the last mentioned date, the concentration ratios for all common 
stocks listed on the New York Stock Exchsnge (based upon the New 
York Stock Exchan e classification of listed stocks into 20 industrial 
classes) were as fo ! lows: largest industry (utilities) 17.6 percent; 
largest 5 industries (utilities, petroleum and natural gas, chemical, 
automotive, and steel and iron) 61.6 percent; and largest 10 industries 
79.7 percent. 

The analysis of the portfolio distributions of corporate bond and 
preferred stock holdings does not require the detailed examination 
accorded the total corporate portfolio and the common stock section. 
At September 1958 US .  corporate bonds accounted for only 6.7 
percent of the total net assets of the universe of the present study 
(table IV-4) and preferred stocks accounted for only 5.1 percent. 
Very high degrees of industrial concentration appeared in both the 
bond and preferred stock sections, however, as indicated in tables 
IV-24 and IV-25. In  the case of bonds, the most significant con- 
centration ratio is the percentage of total bond holdings represented 
by the highest five industries. This ratio (table IV-24) declined 
continuously from 83.2 percent in 1952 to 66.6 percent in 1958, con- * 
firming the trends established in the earlier cases. I n  the prelerred 
stock section, o t ~  the other hand, a reversal of concentration trend 
occurred, and the relevant measure based on the highest five industries 
(table IV-25) increased from 67.5 percent in 1955 to 73.6 percent in 
1958. This higher degree of concentration was associated, however, 
with a rather lower overall importance of preferred stocks in invest- 
ment fund portfolios (table IV-5a). The proportion of total net 
assets of all funds combined placed in this medium fell continuously ' 

throughout the study period from 8.4 percent in 1952 to 5.1 percent in 
1958. 
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TABLE IV-21.-Percentage distribution of corporate holdings anzong the favorite 
10 industries of investment f m d s ,  h y  size of .fund, September 1968 

1 111 funds 

unds wit$ 
~t assets o 
i10,000,000 
and less 

than 
i50,000,000 

'unds wit1 
et assets o 
650,000,W) 
and less 

than 
300,000.00( 

unds witt 
net assets 
less than 
il0,000,000 

'uuds with 
net assets 

over 
300,000,000 

Industry 

Total, corporate portfolio ............ 1 100.00 

- - - - - - - - 
Utilities .................................. 
Oil ........................................ 

...................... Chemicals and glass. 
Skel.. .................................... 
Railroads .................................. 
Machinery.. ............................. 
Insurance .................................. 
T'a~~cr ..................................... 
Mining ................................... 
Drugs.. ................................... 
Sales finance and personal loan. 
Rubbr  .............................................. 
Electrical vquipment. ................................. 
Auto and auto accessory ............................... 

............................................ Telephone 

Total of 10 largest.. ................. 
A o t h e r  ............................... 

NOTE.-Percentage flgures are presented for only the 10 largest industries of cach group of funds. 

-. - - - - - 

11.39 
12. 7fi 
ti. 56 
5 .  71 
5. 56 
6 .  21 
4. 73 
3. 50 
3. l i  
3. IF 

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

64.75 
35.25 

T A B L E  IV-22.-Percentage dzs t rzh~i t~on of corporate holdzngs among the favo~i te  
10 zndustrz~s of znoestment funds, Uecr~nber 1YJZ-September 1968 

September 
1958 

Total of 10 largest ................................ 67.88 
All others .............................................. 1 8 1 32.12 

Industry 1 De,cemkr ! Ilecember 
1952 1 1955 

,- 

FA. 75 
35.25 

......................... Total. corporate portfolio 1 100.00 / 100. 00 

14.44 
13. 16 
i .  53 
5. 18 
7. 80 
5.07 
4. 69 
3.27 
3.5; 

3. 17 
........... 
........... 

Utilities ................. .... ................ ( 19.8 
Oil ................................................... 12.69 

NOTE.-Percentage flgures are presented for only the 10 largest industries at each date. 

.................................... Chemicals and glass 
Steel-. ........................................................ 
Railroads .............................................. 
Machinery ............................................ 
Insurance. ............................................. 
P ~ P P ~ .  ............................................................. 
Mining ................................................ 
Drugs- ........................................................................ 
Salw finance and personal loan.. 
Auto and auto accessory.. ............................ 
Retail tmde ............................................ 
Electrical equipment ................................... 

7. 50 

10.09 
4.30 
3.63 

2.89 

............................................... 
2.90 
3. 83 
2.88 
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TABLE IV-23.-Percentage distribution of common stock holdings among the fa- 
vorite 10 industries 1 of ineestment funds, December 1959-September 1958 

Industry 1 D~,*' 

Total, common stock portfolio ................... 1 100. MI 

Oil ..................................................... 
Utilities .............................................. 

.................................... Chemicals and glass 
Steel ......................-........................................ 
Machinery ............................................. 
Insurance- ............................................. 
Railroads. ......................... 
Paper.. ............................................................ 
Drugs .............................................................. 

............................................... Mining. 
............................. -4uh and auto accessory. 

Retail trade ............................................. 
Electrical equipment ................................... 

a of 0 largest ................................ 
All others .............................................. 

December 
1957 

14.82 
16.22 
8.65 

4. 57 
4.39 
6.25 

3.01 
3.33 
4.09 
3.36 - -- 

68.69 
31.31 

September 
1958 

1 Largest 10 indnstrirs were the largest 10 w ~ t h  respect to common stock holdiugs, not witB respcct to 
total corporste holdings. 

NOTE.-Percentage flgures are presented for only the 10 largest industries a t  each date. 

TABLE IV-24.-Percentage distribution of corporate bond holdings among the favorite 
5 industries of investment funds, December 1962-September 1968 

Industry Decembcr December December September I I952 1 1955 / 1957 / 1958 

................................ Total of 5 largest. / 83.22 74.96 66.57 
All others .............................................. 16.78 1 25.06 1 : 1 33.43 

Utilities ................................................ 
Railroads. ............................................. 

......................... Sales flnance and personal loan 
Telephone-. ......................................... 
Oil-. .--. . -.. --..-- -. -.- ..-.. - - .-. -.- -. - .. . - . . .-. --. --- - - - . 

.................................................... Other financial 1 

Total, corporate bond holdings ................... 1 100.00 1 100.00 1 100.00 / 100.00 

1 The enumerated segments within the,$nnncial category were banks, insurance, sales flnanw, and per- 
sonal loan, and investment companies. Other financial" includes all others. 

22.40 
47.95 
3.95 
5.43 
3.49 

NOTE.-Percentage figures are presented for only the 5 largest industries at eaoh date. 

TABLE IV-25.-Percentage distribution of preferred stock holdings among the favorite 
5 industries of investment funds, December 195g-September 1958 

19.76 
33.78 
13.39 

............ 
4.23 
3.78 

December 
1952 

21.98 
18.81 

21.91 17.63 
4. 19 
3.47 

............ 1 ............ 

December December 
1 1 1957 

Utilities ................................................ 43.59 
Railroads.-. ............................................ I. w 8.33 
Steel .................................................... 4. 40 4.94 5. 66 

......................... .......... Sales flnance and personal loan 
............................................................................. Oil 

Machinery 5.23 
. -. 

............................................. 
Retail trade ............................................ 5.05 ..... 

Total of 5 largest ................................ 68.13 73.64 
All others ............................................ 31.87 

Total. preferred stock holdings .................. 100.00 

- - - 

NOTE.-Percentage figures are presented for only the 5 largest industries at each date 
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Utilities and rails occupied the first two ranks in both bond and 
preferred stock holdings at  three of the four benchmark dates. Bond 
holdings in sales finance and personal loans increased markedly during 
the study period and exceede,d both utilities and mils in 1957, although 
these financial holdings fell again to third place in 1958. The portion 
of bond holdings in rails declined from 47.8 percent in 1952 to 18.8 
percent in 1958: 

Preferred stock holdings were dominated by utilities throughout the 
1952-58 period, account~ng for 43.6 percent h 1952 and 52.'1 percent 
in 1958. Rails were the second ranking industry for the entire period, 
but accounted for only 8.3 percent in 1958. Steel was the only other 
industry accounting for more than 5 percent of total preferred stock 
holdings a t  the termiual date of the study. 

CHANGES I N  SECURITY VALUES AND I N  FUND PORTFOLIO 
STRUCTURES 

Throughout the foregoing analysis of portfolio distributions two 
features of the funds' investment management problem were noted a t  
several points. Firstly, the total assets managed by the investment 
company industry were growing rapidly throughout the period and no 
absolute declines occurred in the total security holdings in any 
industry. All declines were relative. Secondly, the market prices of 
securities did not change uniformly. Between December 1952 and 
September 1958 the principal market indexes of common stock prices 
increased by approximately 80 percent,12 but different industries 
showed a great deal of variance from the general market movement. 
In  the light of these differences a comparison has been made of the 
shifts in industrial composition of the funds' common stock portfolios 
and the relevant variations in stock market values. 

The basis of analysis a t  this point is shown in tables IV-26 and 
IV-27. An attempt has been made to separate the changes produced 
in portfolio structures by variations in market prices, and the changes 
produced by security purchases and sales as a result of management's 
discretionary decisions. The first factor was identified as the "market 
factor" and the second as the "management factor." The market 
factor was based upon variations between benchmark dates of the 
price levels of industry classes of stocks as indicated by the "Barren's 
group stock averages." The industrial classifications employed for 
these averages is very similar to that adopted in earlier parts of the 
present study. After necessarv modifications a list of 26 industries 

12 During this period the Dow-Jones industrial average the Standard & Poor's 500 stock Index and the 
Securities and Exchange Commisiion 265 stock index rose by 82.29 percent, 88.32 percent, and 79.78percent. 
respectively. 
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was available for the a n a l y s i s . 1 3  By this means certain general con- 
clusions are obtainable regarding t,he funds' portfolio actions in the - 
c , o r i t e x t  of changing inve~t~lnent conditions. But the conclusions are 
nevertheless dependent solely on a static analysis 01 port'folio struc- 
tures. They will be supple~neiited in a subsequent section of this 
chapter, therefore, by an ardysis of tJhe actual volume of sewrity 
purchases and sales, and of t,lie result'ant relation between the invest- 
ment funds' act,ivitie,s in the market and the general market trends. 
By these means successive steps will be taken toward the  clarification . 
of the more fundamental questlion of t'he significance of investment 
fund participation for the forrnation of prices in t'he securities markets. 

For the present, it should be borne in mind that the following 
analysis is directed solely to indicating t'he changes in the funds' 
port'l'olio st'ruct urcs which have occurred between t,he various bench- 
mark datm e n 1  plo yrd. These changes in relat,ive portfolio structure 
have been causcd partly by the pressure of price changes of varying - 
degrees in different portfolio sections, and partly by managements' 
discretionary movements between one portfolio section and another. 
As mill be indicated at  appropriate points of the analysis, the conclu- 
sions can in no sense be understood as indicating portfolio performance 
results. While w,ttention is foc,usrd or1  the more static concept of port- 
folio structures it is appropri:it,e to note, moreover, a t  least two yuali- 
fications to the significancc of the results. First,lj-, the malysis will 
compare t'he n~overnents in the "market factor" and the "management ' 

factor" as already referred to, in order to discover whether discre- 
tionary m a n a g e n l e n t  action has tended, at  given times and in given 
market conditions, t,o change the relative portfolio importance of 
specifind industry investments in t'he same direction as the change 
in market prices of the relevant securities. This, of course, immedi- 

13 In  order to obtain comparable industrial classifications some combinations of both the Barron's group- 
ines and the initial categories employed in the foregoing. portfolio classifications were necessary. Barron's 
had no Frouns corresponding to some of the very small industrial classifications initially employed. These 
classifications could not he combined In any meanineful way with other industries and were deleted from 
the present analysis. Total holdines in these indnstries accounted for only 0.72 percent of the funds' corn-. 
man stock portfolios in 1952 and 1.49 percent in 1958. 

Initial portfolio classification Rarron'a 
Aircraft manufacturing and equipment ................. Aircraft (manufacturing). 
Amusement. ........................................... Motion pictures plus television. 
Auto and auto accessory ................................ Automobiles plus automobile equipment. 
Building trade and building equipment ................. Building material. 
Chemicals and glass. ................................... Chemicals. 
Drugs .................................................. Drugs. 
Electrical equipment. .................................. Electrical equipment. 

..................................... Food and heveraees F w d  plus packing. 
Machinery, metal products ............................. Machinery (heavy) plus machine tool. 
Office equipment.. ..................................... Office equipment. 
Pnver r~roducts and puhlishinlz. ........................ Paper stocks. 

.......................... Oil and natural gas production Oils. 
............................................. Retail trade Dry goods plus grocery chains plus retail' 

merchaddising. 
Rubber and tires ....................................... Rubber. 
Steel .................................................... Steel and iron. 
Textiles, clothing, and footwear ......................... Textiles. 
Tohcco ................................................ Tobacco. 
Mining ................................................. Copper, lead, and zinc plus gold mining. 
Ctilities (including natural pas transmission and distri- Dow-Jones utilities. 

bution) plus telephone and con~munications. 
Railroads ............................................... Dow-Jones rails. 
Railroad equipment.. .................................. Railroad equipment. 
Airlines ................................................. Air transport. 
Ranks .................................................. Hank stocks. 
Insurance ............................................... Insurance stocks. 

.......................... Sales finance and personal loan Installment financing. 
Investment companies .................................. Investment trust (leverage). 

Industries in the initial portfolio classification deleted from this analysis: Miscellaneous, shipping, bus 
and truck lines and other lransriortation and other flnancial. 

Groups of Barron'snot employcd in tdis analysis: Farm equipment and liquors. 
. . 


