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The Growth of Assets of Financia{ Intermediaries

The total assets of the financial intermediaries iiicludccl in this
study increased from $18 billion in 1900 to $432 l)ilIiOtI in 1949.
The estimates in Table I may be regarded as representative of all
financial intermediaries since they cover all but a few types of
these institutions and the omitted types have relatively sinai!
assets. Table 2 shows that adding the two most important types
of these omitted institutionS would increase the totals of Table 1
by only 2 to 3 per cent for most benchmark dates. Although the
figures as a ruJe reflect book values, neither the absolute amounts
nor the percentage of increase would be substantially different
were it 1:iossible to value all assets of financial intermediaries con-
sistently at their market prices.7

The average rate of increase for the entire period of almost
fifty years is about 6¼ per cent a year,8 a rate that implies a
doubling of assets every eleven years. The rate of growth during
the first three periods (i.e. from 1901 to 1912, 1913 to 1922, and
1923 to 1929) was close to this average, varying only between
6½ per cent in the first all(1 9 per cent in the second period. After
a decline to a rate of nearly 4 per cent a year during the Great
Depression the growth of assets was resumed in the mid-thirties,

This is due partly to the fact that the assets of investment companies and personal
trust departments, the two groups in which the difference between book and market
values is relatively largest, arc alrea(ly on the market value basis.

If Federal Reserve banks are excluded from the tabulation for the reason that
their assets to a considerable extent duplicate those of the commercial banks, the
average rate of growth is slightly reduced (Irons 6.6 to 6.4 per Cent), but the pattern
remains essentially unchanged. The discussion will, therefore, be limited to over-all
figures. The figures excluding thc- Federal Reserve banks - and such exclusion
would more than correct for duplication - can easily be calculated from the tables.
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I Front 'l':ti)IC 1.

2 l90UI92): \'ery rough estimates based primarily on statistics of brokers'
borrowings (it. W. Goldsiti ith, ii Study of Saving in the United
States [Princeton University Press, 1954], Table D.8).

1933-1949: Rough estimates based on data for brokers and dealers carrying
E

margin accounts (Federal Reserve JJulIetrsi, various issues); and
balance sheets of incorporated security dealers (Statistics of income
"Source Book").

3 1912, 1922: Rough estimates.
1929. 1933: Based on asets of sciccte(1 sates linancc companies as shown iii

S W. C. Plummer and R. A. Young, Finance Companies and Their
Credit Practices (National Bureau of Economic Research, 1940).

a 09

,-. 0
C) C- a'

'
first at about the average rate of 61/2 per cent a year, but from
1939 to 1945 at one as high as 111/2 per cent. The rate of growth

- in the relatively short period alter \Voi'ld \\Tar 11 for which the

p. 9.
1939, 1945: From Statistics of Income 'Source Book." Figures include the two

subgroups of "sales finance" and "personal credit" companies
distinguished in the "Source Book,"

1949: Based on trend of assets in live large fiumauce companies which
account for nearly 50 per cent of total of group.

4 Sum of columns 1 through 3.
5 Suns of columns 2 and 3 divided by column 4,

figures are available was the lowest on recolil except for the Great
. 1)epi'ession - V, per cent a year. There is, however, no substan-

' tial difference in the rate of growth between the three decades

27

0
TABLE 2

Total Assets of Financial Intermediaries: Broader Definition

i'ztermed,am's
!,stmen

flankers and

Propoition
of .5ei, sly
healers and

included itt i)ealers in i'znance Finance
iah1e / Secarilier Cornfran icr

(billions of dollars)
fatal Companies

(per cent)

(1) (2) (3) (4) (5)

1900 S18.4 5.6 . . . 519.0 3.2

1912 39.8 1.0 $0 40.8 2.5

1922 94.3 4.0 .3 98.6 4.4

V)29 1546 100 ')4 '670 74
0

1933 133.4 2.5 1.2 137.1 2.7

1939 195.0 2.0 2.7 199.7 2.4
a 1945 375.3 3M 1.2 379.5 1.1

1949 432.1 2.7 7.0 441.8 2.2



I

before 1930 taken together and the fifteen years SinUC the end ofthe Great Depression. In both cases the total assets of financialintermediaries increased at an average rate of aI)out 7 i/ per (Cflta year.
The higures for the total assets of financial intermediaries are,like many economic series, considerably affected by the- changesin the purchasing power of the dollar during the last half century.If these are eliminated by deflating all values by means of anindex of the general price level (i.e. the so-called gross nationalproduct deflator) the rate of growth of financial intermediaries,measured by their total assets, is of course considerably lower be-cause prices have tended upwards through most of the last Fiftyyears. Reduced to 1929 prices the total assets of financial inter-mediaries increased from about $37 billion in 1900 to $287 l)illiOfliii 1949. The average annual rate of increase in 1929 prices is equalto about ¼ per cent, one-third less than the rate based on unad-justed Figures.

Reduction to a stable price level not only sharply reduces theaverage rate of growth, but also considerably changes the patternof growth over the past five decades. The first two periods runningfrom the benchmarks of 1900 to 1922, it is true, again show a rateof growth very close to the average for the entire period. Thetwenties, however, now stand out as a period of extraordinarilyrapid expansion of the assets of financial intermediaries, the an-nual rate of increase between 1922 and 1929 of ½ per cent being60 per cent higher than that for the next rapl(1 period of expan-sion, that between 1933 and 1939. Deflation changes the slow de-crease during the Great Depression into a small increase. It alsoreduces the rate of growth during the I)erio(1 of World War II tothe average for the entire half century. Finally, it transforms therelatively slow increase after \Voi-ld War II into a very slight de-cline, the only one in the series of deflated values. These differ-ences in the pattern of growth between the unadjusted anddeflated values of the total assets of financial
intermediaries standout clearly in Chart I . The chart shows that the pattern of growthSee Dept. of Commerce, Survey of Current 1Jusjnps, National Income Supplement,

1951, Part V.
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to take account of the growth in the scale of the American econ-

omy (Table 3) . The annual rate of increase, on this basis, is

reduced to slightly more than 254 per cent. The curve, however,

retains the essential features of that of aggregate deflated values,

i.e. it has its most rapid increase in the twenties, and the values
for the middle of the century lie reasonably close to an extrapola-

uon of the trend observed from 1900 to 1922.

Total assets of main types of financial intermediaries

To understand the growth of the aggregate assets of all Financial

intermediaries, it is necessary to look at it in at least two ways:
from the point of view of the growth of the total assets of the two

dozen main types of financial intermediaries and from that of the

growth of the aggregate of about ten of the main forms of assets

held by all Financial intermediaries.
The rate of the growth of the different financial intermediaries

has been very uneven. Indeed, of the twenty-one intermediaries
for which separate totals are presented in this report, only eleven

were in operation - or at least of even small quantitative mi-

portance - in 1900. Two of them began operations or acquired

any quantitative importance between 1900 and 1912 - the Postal

Savings System and government lending institutions. Another

seven appear for the first time in the statistics of 1922 - Federal

Reserve banks, private 1)eflSiOfl funds, federal insurance funds,

credit unions, investment companies investment installment com-

panies, and land banks. The first estimate for investment holding

companies is for 1929, although some of these companies operated

throughout, and in a few cases before, the twenties.

The total assets of the financial inteririediaries that have been

operated throughout the last half century increased about seven-

teen times between 1900 and 1949, or at an average annual rate of

nearly 6 per cent. The aggregate growth (1949 assets divided by

1900 assets) for the different types, arranged in ascending order,

is as follows:'0

In evaluating the multiples shown in this and the lollowing text table, as well

as the average rates of growth of assets calculated from them (using only the initial
(Continued on page 32)
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32

State and local trust funds omitted since amount in 1900 was negligible.

The ten financial intermediaries thus fall fairly naturally intofour groups (see Chart 2) 11 There is, first, a group consisting ofmortgage companies and mutual savings banks. the growth ofwhich was considerably slower than the average for all groups offinancial intermediaries already in operation in 1900, A secondgroup, including commercial banks, their personal trust depart..ments, and fire insurance companies show an average annual rateof growth close to the 6 per cent for the ten-group aggregate.Three types of intermediaries, including private life insurancecompanies and savings and loan associations, show an increase ofassets between 1900 and 1949 of about thirty times, which cor-responds to an average rate of growth of 7 per cent a year. Twosmall groups - fraternal
insurance organizations and casualty in-surance companies - finally, have increased their assets in the last

and terminal year of the period and thus assuming regular growth throughout it),two considerations should be kept in mind. First, the initial and terminal year of
the period do not mark the beginning and the end of the growth process, hut onlyconcentrate attention on growth between two years selected partly for statisticalconvenience and partly because they mark turning points irs the country's economic
affairs but not necessarily in the life of every group of financial

intermediaries.
They are therefore more appropriate for some groups than for others. Second,
higher rates of growth are more likely when the base figure - assets in the initialyear - is small in absolute amount than when it is large, i.e. for small rather than
for large gTOUsS of intermediaries and for groups in their early stage of deve1oprncnt rather than after

reaching maturity.
"The corresponding ratio for investment

bankers and security dealers, which can
be estimated only very roughly, is about 4.5, i.e. the second lowest in the group of
eleven.

Mortgage companies
2.7

Mutual savings banks
8.8

Commercial banks Jr,7
Fire insurance companies 15.9Personal trust departments

16.7
The 10 Groups

l7.3
Savings and loan associations 29.7Mutual accident companies 31.6Private life insurance onipan ics 31.2Fraternal insurance organizations 79.3Casualty and misc. insurance companies 87.9
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CHART 2

Growth of Assets of Main Types of Financial Intermediaries

Times 1900 assets
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I0
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- I - Casualty and Miscellaneous Irisuronce Companies- 2. Fraternal Insurance 0rganiztions
Private Life Insurance Cornpanes
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Savings and Loan Associolions
All Groups
Personal Trust Oeportments
Fire Insurance Companies
Commerciai Banks
Mutual Sovin9s Banks

II. Mortgage Companies /

10
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8

half century by l)etwcen eighty and ninety times, which implies an
average annual rate of growth of al)OUt 9 per cent.

The ten groups which started operations after 1900 have also
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differed considerably in the speed of growth. The fast growers
among them include federal insurance funds, government lending
institutions, credit unions, and the Postal Savings System. Invest-
ment Companies (except in the twenties) and land banks, on the
other hand, have grown rather slowly or have even reached and
passed their peak within the period.'2

For most of the groups of financial intermediaries the rate of
growth in the twenty years after 1929 has been considerably slower
than that in the preceding thirty years. Moreover, the ranking of
the different groups in accordance with their rate of growth is in
many cases different for the last twenty years than for the entire
period since 1900 or since they began operations.

For the period between 1929 and 1949, when the aggregate
assets of all twenty-one groups increased 2.8 times, those of a few
groups even declined; those of some others grew but little; while
some rose to ten or more times their 1929 size. These differences
in the rate of growth of the different groups of financial interinedi-
aries arc evident from the following tabulation which indicates
the ratio of assets at the end of 1949 to those of 1929:13

"This classification applies to the total for all types of illvestment companies.
It would alsc apply, and even more clearly so, to investment holding companies
and closed-end management investment companies. Opcn-cnd inscstnsent companies,
i.e. companies continuously issuing and redeeming their shares close to or at their
net asset value, as well as investment installment (face value certificate) companies,
on the other hand, would have to be classified among the gioups growing rapidly, at
least after the Great Depression.

"The corresponding ratios may be roughly estimated at 0.3 for investment bankers
and security dealers (lower than for any of the twenty-one groups listed above) and
at 2.9 for finance companies (slightly above the aeragc for all groups).

Land banks 0.5
Mortgage compa flies 0.6
Investment holding coiiipanies 0.6
Itivestineist companies 1.0
Personal trust departments 1.7
Savings and loan associations 2.0
Fire insurance companies 2.1
Mutual savings banks 2.2
Fraternal insurance organizations 2.
Commercial banks 2.4

All groups 2.8
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Growth of Assets of TwentyTwo Groups of F{nancio Intermediaries
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929

I . C,overnment Lending Institutions
Federal Insurance Funds
Cretht UnLons
Postal Savings System
Prvale Pension Funds
Stale a Local TruSt Funds
Federal Reserve Banks
Investment Installment Con.
Casually 8 Misc. Insurance Con.Private tile Insurance Con.It. Mutual Accident Con.
Finance Con.
All Groups
Commercial Banks

IS. Fraternal Insurance
16. Mutuol Savings BanksI?. Fire Insurance Con.
58. Savings 8 Loan Asnns.
*9. Personal Trusl Bepts.20. Investment Con.2 I. Investment Holding Con.

and Mortgage Con.
Land Banks
Investment Bankers and

Security Dealers

/7/ 2

3
4

5

20

21

22

23
1949

Ratio scale



Mutual accident companies 3,2
Private life insurance comJ)anies 3.1
Casualty and misc. insurance companies 3.5
Investment installment coinpauics 5.6
Federal Reserve banks 8.3
State and local trust funds 9.5
Private pension funds 13.7
Postal Savings System 19.0
Credit unions 19.7
Federal insurance funds 35.4
Government lending institutions 42.0

There is, however, a second aspect of the differences in the rates
of growth of assets of the various types of financial intermediaries,
and one in which such differences show up more promptly and
conspicuously. This is the distribution of the change between two
benchmark dates in the aggregate assets of all intermediaries
among the different groups of intermediaries as it is shown in
Table 414

The shares of the different groups in Table 4 naturally fluctuate
much more than those of Table 5, which are based on holdings
at benchmark dates. But both tables tell essentially the same story,
although Table 4 does it more dramatically and more appropri-
ate!)' if interest is centered on the flow of funds over the period'5
rather than on holdings at the start or end of the period. Table 4,
for instance, emphasizes the special character of the period after
World War II - the predominance of insurance organizations as
net suppliers of funds by financial intermediaries and the extraor-
dinarily small role of commercial banks - mUCh more than Table
5 does. Similarly, the high share of the banking system in the total

'4Negative percentages in Table 4 indicate either a dedine in the assets of one
group of intermediaries when aggrcgate assels of all intermediaries increase or, for
the period 1930.1933. an increase in a groups assets while those of all intermediaries
decline.

The changes between benchmark dates are, of course, not identical with the flow
of funds within the periodrevaluations, accruals and other non-cash entries
prevent that - but they are in ,nost periods (except for 1930.1933) a reasonably
satisfactory approximation to it, particularly if it is not the absolute amount of
the how of funds but only the relation between different groups of intermediaries
that is to be measured.
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TABLE 4

Distribution of Changes in Total Assets among Main Groups of Financial
Intermediaries Between Benchmark Dates (per cent)

increase in assets of financial
intermediaries during war inflations.or in the decrease during deep depressions, stands out more clearly.The differences between the rates of growth of the variousgroups of financial

intermediaries have, of course, led to considerable changes itt the distributionof the total assets of all financialintermediaries among the different groups (see Table 5). Theseshifts are summarized in Chart 5, below, which shows the trendof the share of the four major groups the banking system, in-
38

1901- 1913- 1923- 1930- 19.34- 19.10- /94I-1912 1922 1029 1933 1030 1045 /9iiI BanAing System
I Federal Reserve 9.6 .3 -7.5 19.5 14.3 1.1)2 Gotnmercial 55.2 47.0 31.1 95.0 32.8 52.0 -4.73 Mutual savings 7.4 4.7 5.4 -4.2 1.8 2.9 7.94 Postal Savings .1 .2 .1 -5.0 .1 .9 .5Total 62.7 61.6 37.0 78.3 54.2 70.2 4.711 Insurante

I Private life 12.5 7.8 14.6 -16.2 13.5 8.6 26.02 Fraternal .6 .6 .6 - .5 .4 .2 .53 Private pension funds . . .2 .7 - .9 .6 1.0 7.04 Federal )pcns.,retire-
meat, & soc.

, .2 1.4 -5.6 3.9 9.9 20.3
5 State & localjsec. funds .0 .2 .6 -1.4 1.4 .8 3.26 Fire and marine 1.7 1.6 2.4 4.0 1.0 .8 4.17 Casualty and misc .7 .9 1.4 1.4 1.1 .8 3,78 Mutual accident assoc .0 .1 .1 .1 .0 .1 .2Total 15.6 11.4 21.9 -19.0 22.1 22.2 65.0III .ifiscellaneous Financial Inter-

mediaries
I Savings & loan assoc 2.2 3.4 7.6 7.1 -1.1 1.9 10.52 Credit unions

0 .1 0 .2 .1 .7
3 Investment cos .. .2 4.7 8.2 .3 .5 1.0
4 Investment holding con 7.2 12.4 -.3 .4 .3
5

Investmentinstallmentcos 0 .1 -.1 .2 0 .1
6 Mortgage cos .9 .4 .4 1.8 0 ml .6
7 Land banks

1.8 1.6 .2 .9 - .7 -'.48 Govt. lending agencies 0 1.0 -.4 -12.7 7.3 --.1 8.8Total 3.0 6.8 21.2 17.0 7.5 2.1 21.5IV Personal T7ust Departments 18.7 20.2 19.9 23.6 16.2 5.5 8.8Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0



surance, miscellaneous intermediaries, and personal trust depart-

ny. ments - in the aggregate for all financial intermediaries. Each of

otis the four groups shows a growth pattern of its own. The share of

sid the banking system has declined steadily except for an interrup-

ial tion during World War II. Personal trust departments show a

cse slight increase tip to 1929, but declined during the last two decades,

nd particularly since World War II. The miscellaneous group like-

in- wise has increased its share up to 1929, but has decreased it during

ancicjl

TASLE 5

Distribution of Total Assets among Main Groups of Financial Intermediaries
(per cent)

19-Ifs- WOO 1912 1q22 1929 1933 1939 1945 1949

I Banking System
I Federal Reserve 5.6 3.5 5.3 9.8 12.0 10.5

1.0 2 Commercial 54.5 54.9 50.4 42.9 34,6 34.0 42.7 36.4

4.7 3 Mutual savings 13.2 10.1 7.0 6.4 8.1 6.1 4.5 5.0

7.9 4 Postal Savings .1 .1 .1 .9 .7 .8 .8

.5 Total 67.7 65.0 63.1 52.9 48.8 50.5 60.0 52.7

4.7 If Insurance
I Private life 9.5 11.1 9.2 11.3 15.7 15.0 11.9 13.8

26.0 2 Fraternal life .2 .4 .5 .5 .7 .6 .4 .5

.5 3 Private pension funds .1 .3 .5 .5 .8 1.6

7.0 4 Federal pens., retire- .. . .1 .6 1.6 2.3 6.0 7.9

20.3 5 State & nicnt, & soc.
local Jsec. funds .1 0 .2 .3 .6 .9 .8 1.1

3.2 6 Fire and marine 2.2 1.9 1.7 2.0 1.7 1.5 1.1 1.5

4.1 7 Casualty and misc. .3 .5 .7 1.0 .9 1.0 .9 1.3

3.7 8 Mutual accident assoc. .1 .1 .1 .1 0 0 .1 .1

.2 Total 12.3 14.1 12.5 16,2 21.8 21.9 22.0 27.7

65.0 III Miscellaneous Financial
Intennedianes

I Savings & loan assoc 2.7 2.4 3.0 4.8 4.4 2.7 2.3 3.4

10.5 2 Credit unions 0 0 0 .1 .1 .2

.7 3 Investment cos .1 1.9 .9 .7 .6 .7

1.0 4 Investment holding cos. 2.8 1.3 .8 .6 .6

.3 5 Investment installment

.1 cos 0 0 .1 .1 .1 .1

.6 6 Mortgage cos 1.0 .9 .6 .5 .3 .2 0 .1

7 Land banks 1.0 1.3 1.4 1.3 .3 .2

8.8 8 Govt. lending agencies . .. 0 .6 .2 2.2 3.8 2.0 2.8

21.5 Total 3.6 3.3 5.3 11.5 10.7 9.7 6.0 8.1

8.8 IV Personal Trust Departments 16.3 17.6 19.1 19.4 18.7 18.0 12.0 11.6

00.0 Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
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most of the following twenty years. The share of insurance organ-
izations, on the other hand, has been rising fairly steadily, particu-
larly in the twenties and after World War II.These movements, and still more the ups and downs in theshares of individual groups of intermediaries, are, of course, the



result of manifold forces, both those peculiar to one group of
aries institutions and those of more general 5c01)C. One of these general

forces deserves particular stress - the influence of inflation and
deflation. The share of tile banking system iii the total assets of
financial intermediaries increases - compared to its secular down-
ward trench - during war inflation and declines particularly rap-
idly during deflation. This is not unexpected since the main
characteristic of inflation and deflation is a particularly sharp ex-
pansion and contraction of money and credit, i.e. essentially the
assets and liabilities of the banking system. These movements are
reflected, but as a rule only in attenuated form, in the assets and
liabilities of the other types of financial intermediaries. The in-
fluence of inflation and deflation is slowest and least J)ronounccd
for those intermediaries whose liabilities are predominantly the
result of a stock of 01(1 contracts and who invest their funds in
assets with a value not fluctuating widely in accordance with the
general price level. Insurance organizations are the outstandi tig
representatives of this type of financial institution. As expected,
their share declines, or remains unchanged, during inflations (see
the behavior for the periods 1913-1922 and 1940-1945 in Chart 5)
and increases rapidly during depressions. Personal trust depart-
ments might be excepted to increase their share during infla-
tion and decrease it during deflation because of the relatively
high share of COflifliOfl stock among their assets. These movements
are not visible in Chart 5, apparently because they have been offset
by long-term movements, particularly the low rate of growth -
relative to other types of financial interiiiediaries - of personal
trust depamnents since 1929.

A different type of basic movement is reflected in the trend of
the share of public intermediaries, shown in Table 6. 'They re-
mained insignificant until 1929 iF the Federal Reserve banks are
excluded, their share not exceeding 2 per cent at any benchmark
date. Even if the Federal Reserve banks are included, the share
of pUl)lic intermediaries until 1929 was only up to 7 per cent,
From then on the increase is sharp. The share is already above 11

c per cent in 1933; it jumps to 18 per cent by 1939; and by 1949
reaches 23 per cent. If the Federal Reserve banks are excluded,
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TABLE 6

Privale and Pub'ic
Financial Intermediaries, Total Assets

Shor,' of
Public Intcrmcdiw icc Public Intesmediaries

Column
I Includes investment bankers and finance companies. (From Table 2.)2 Column I minus column 3.3 Federal Reserve and Postal Savings Systems; Federal Land nanks; governmentpension, retirement and social security

funds; government lending institutions.
(From Table I deducting from line 111.7 assets of joiiststock

land banks.)
4 Column 3 excluding Federal Reserve banks. (Front Table 1.)

5.6 Columns 5 and 4, respectively, divided by column 1.

the share rises from 2 per cent in 1929 to 9 per cent in 1939 and to13 per cent in 1949, first largely as a result of the expansion ofgo'-ernment lending institutions during and immediately after theGreat Depression and later chiefly because of the continued andsubstantial growth in government insurance funds.'°
Main types of assets of all financial

intermediariesBetween 1900 and 1949 none of the main types of assets declinedin absolute amount, i.e. in current dollars unadjusted for pricelevel changes (see Table 7) . Differences in the rate of growth were,nevertheless, very pronounced. Against an average growth of total
assets during the half century of 24 times, some types of assets
increased less than 10 times and one important type (United StatesThe assets of public intermediaries do not include

any foreign loans
made directly

by the United States government.
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1900

Total
Intermediaries

Prirals
Intermediaries
(billions of dollars)

mci.
F/lB

&cL
FR!?

(4)

$.0

fuel. Exci.
FR!? FR!?

(per cent)

(5) (6)

.0 .0

(1)

$19.0

(2)

$19.0

(3)

$.O1912 40.8 40.7 .1 .1 .2 .2
1922 98.6 91.7 6.9 1.7 7.0 1,7
1929 167.0 158.3 8.7 3.2 5.2 1.9
1933 137.1 121.4 15.7 8.6 11.5 6.3
1939 199.7 163.4 36.3 17.3 18.2 8.7
1945 379.5 297.6 81.9 37.0 21.6 9.7
1949 441.8 340.9 100.9 55.5 22.8 12.6
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government securities) multiplied by as much as 270 times. Thewide range of rates of growth is evident from the fo!lowiug table,which shows all holdings of the main types ol assets at the end f1949 as multiples of those o[ 1900 and breaks the incrcase (h)Wflinto that occurring before and after 1929.

44

Only one of the main types of assets - United States govern-ment securities - increased more rapidly than the aggregate bothfrom 1900 to 1929 and from 1929 to 1949. On the other hand, threetypes of assets lagged in. 1)0th periods behind the rate of growth inaggregate assets: short-term loans, state and local government secu-rities, aiìcl tangible assets. Mortgages, corporate and foreign bonds,stocks, and the heterogeneous miscellaneous assets increased morerapidly than total assets before 1929 but less rapidly in the lasttwenty years. Cash, finally, lagged behind the growth of aggregateassets in the first period hut exceeded it considerably in the second.The differences in the rate of growth of the various assets are,of course, reflected in changes in the distribution of total assets offinancial intermediaries. These changes result from two forces,changes in the structure of assets of given groups of financial in-termediaries and differences in the relative growth of total assetsof the various groups. No attempt will he made to separate theeffect of these two forces in the discussion. They can, of course, beisolated by a study of the basic tables.Until the benchmark of 1922, changes in the structure of assets

1949
1)

1929
1900

1919

1929Cash
21.6 6.0 'LIMiscellaneous assets 13.2 9.7 1.4Sborttcrni loans 8.8 6.1 LIMortgages
12.8 8.5 1.5Un fled States government securities 269.9 12.8 2L1Stare and local government securities 15.3 7.6 2.0Corporate and foreign bonds 15.0 9.0 1.7Stocks

33.4 22.8 1.5langible assets
4.3 5.2 .8Total Assets

23.5 8.4 2.8
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of all financial iflter,1)c(Iiarjes, as derived from their combined
balance sheet shown in Table 8, were rather small. Cash and mis-
cellancous assets accountc4 for about one-sixth of total assets.
It is, of course, the distribution of the remaining five-sixths which
is of primary economic interest. Among them the only substantial
change was the increase in the share of United States government
securities to 9 pet- cent of total assets in 1922 from only a few per
cent before World War I. Short-term loans accounted for over
one-fourth of total assets at the three benchniark dates of 1900,
1912, and 1922; mortgages for about one-fifth; and corporate bonds
for approximatel)? one-seventh, These three main outlets thus
absorbed about three-fiftJs of total assets and nearly three-quarters
of the non-cash assets of all financial intermediaries. Stocks and
state and local government securities each accounted for between
5 and 8 per cent at the three benchmark dates, while the share of
tangible assets - primarily the buildings in which the intermedi-
aries conducted their business declined from 5 to 3 per cent.

The first considerable shifts in the structure of assets occurred
in the twenties. The most important was the decline in the share
of short-term loans between 1922 and 1929 from 26 to 22 per
cent. It was even more pronounced in short-term business loans,from 20 to 14 per cent. In the same period, loans on securities and
Consumer loans actually increased their share of total assets from6 to 8 per cent. United States government securities fell sharplyfrom 9 to 6 per cent as holdings acquired during World War I
were liquidated. These declines were offset by increases in the
proportion of total assets represented by stocks and by mortgageloans. The increase in the share of stocks from 8 to 14 per cent of
total assets reflected both rising stock prices' and the entry of
several groups of financial intermediaries which invest mainly in
stocks: investment and investment holding companies. it is little
influenced by an increase in the proportion of stocks among the
assets of the oldest and largest financial institutions, particularly
IT will be recalled that the assets of those groups of financial intermediaries whichheld the largest amounts of stock, i.e. personal trust departments and investmentcompanies, are valued at market prices. If stock held by other intermediaries, par-ticularly property insurance companies, were revalued at market prices, the Increasein the proportion of assets represented by stocks would be still more pronouncetj
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commercial banks and life insurance companies. The rise in the
share of mortgage loans from 1 8 to 20 per cent of total assets is a
reflection of the building boom of the twenties.

Changes in the structure of assets during the Great Depression
were in part a continuation of the trends begun in the twenties,
primarily the further decline in the share of short-term loans from
22 to 17 per cent. The reduction in the proportion of tOtal assets
represented by stocks from 14 to 10 per cent reflects mostly the
fall in stock prices. The increase in the share o. United States
government securities from 6 to 12 per cent - well above the level
of 1922 and possibly the highest point up to that time and in that
of state and local government securities from 5 to 7 per cent are
both expressions of the tendency to shift into the most liquid and
least risky interest-bearing assets available. The rise in the share
of tangible assets from 3 to 5 per cent, on the other hand, is not
the result of deliberate investment policy bitt of the necessity of
foreclosing mortgaged properties.

The decline of the share of short-term loans continued between
1933 and 1939. At the end of the period they represented as little
as 10 per cent of total assets, less than one-half of their share in
1922. Mortgages, whose share had held up fairly well until the
early thirties, now declined sharply from 20 to 14 per cent of total
assets, partly the result of the exchange for Home Owners Loan
Corporation and Federal Farm Mortgage Corporation bonds. The
trend towards liquid and safe assets continued and was evidenced
in the increasing share of United States government securities
and cash. The share of corporate bonds declined, though only
slightly, and that of stocks remained stationary because the abso-
lute increase in these holdings did not keep pace with the growth
of total assets.

World War II produced sharper changes in the structure of
assets of financial intermediaries than had been experienced in
any previous period. At its end United States government securi-
ties alone had come to represent 50 per cent and United States
government securities phis cash almost 70 per cent of total assets.
The share of all other assets necessarily declined sharply. In the
four years after the end of l9'Ib, there were clear indications of a
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I
tendency to return, or at least to get nearer. to the prewar structureof assets. It may therefore be preferable to COmpare the distrib
tion of assets in 1919 with that of I 939 without regard to the in
terveiiing benchmark of 1945. Even then there remains a Shar1)
increase in the share of United States government securities fromless than 20 to 40 per cent of total assets, which is only offset to asmall extent by the redLiction of cash froni 22 to 16 per cent.The share of short-term loans remained at approximate1) one-tenth of total assets. That of stocks declined only moderately from10 to 7 per cent, the resistance being due to the rise in stock prices.Reductions also occurred in the share of mortgages, corijoratebonds, state and local government securities, and tangil)Je assets,the decline in the latter case reflecting the liquidation of the holUings of foreclosed properties.
Considering the entire period of nearly half a century, five maintrends appear:
I. A decline, substantial and reasonably steady since the earlytwenties, of the share of short-term loans, particularly those tobusiness.

A less pronounced and rather irregular decline in the share ofmortgage holdings.
A sharp increase, particularly since the Great Depressiot, inthe share of assets invested in United States government securities,A decline, though generally beginning only with the thirties,in the share of corporate bonds and state and local governmeitsec ui-i ties.

A concave trend in the share of corporate stock, increasingup to 1929 and declining over the last two decades.These movements reflect two forces. The first change is inthe investment policies of financial intermediaries which may bedue to changes in statutes or regulations to changes in scope andmethods of operations or to managenlemit
decisiotis reflecting judg.menus on prospectiVe yield rates, asset prices, and default risks.While this report is not concerned with any of these changes andtheir effects on the asset structure of financial intermediaries somemay conic under scrutiny in the main study. The second set offorces is the aggregate supply of the different types of assets. Again
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it is not within the purview of this report to analyze the factors
that have cleteimined the supply of these assets in the economy but
oniy to compare the holdings of financial institmions with the
total supply. This task will be taken up in the next section.
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