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Appendix

Further Notes on National Balance Sheets

Derivation

In order 1o set forth the salient points in the derivation of nationa] balance
sheets from the underlying statements of assets and liabilities of individua}
economic nnits, it will suffice if the myriads of them — in the United States
at the present tiine nearly sixty million of houscholds, unincorporated bus;.
ness euterprises, corporations, private nonproft organizations, and govern.
mental npits — are arranged into only four groups, viz. financial intermediaries,
other business enterprises, honseholds (including private nouprofit insti.
ttions and trust funds), and government; and if only three types of assets
and liabilities are distinguished, viz. tangible assets, claims (and their
obverse: debt), and equity securities (including the net worth of unincor-
porated business enterprises). Appendix Table A-] shows the skeleton of the
resulting group balance sheets.

In 1his arrangement houscholds comprise nonfarm louscholds and non.
profit organizations exclnding those of the business type ie. educational
institutions, hospitals, churches, forindations, and labor unjons. Business en.
terprises include corporations other than financial intermediaries; unincor.
FPorated business enterprises; farms; and business-type nouprofit organizations
such as cooperatives. The treatment of business enterprises owned and
operated by the government depends primarily on the availability of data.
Theoretically, it would be preferable to combine them with business enter-
prises, but in practice it is often necessary to include them with government.1

'In the case of government lending agencies the estimates of intangible assets and
liabilities of government corporations and agencies in R, W. Goldsmith, 4 Study
of Saving in the United States (Princeton University Press, 1954) have been nsed.
These figures do not exacily correspond conceptually to the consolidated balance
sheet of government lending agencies. First, they do not inclnde the tangible assets
of government lending agencies, the most imporiant of which are the inventories
held by the Commedity Credit Corporation, but this omission may be regarded as
an advantage for a study of financial imermediaries, Second, they include some
assets not belonging to government lending agencies, properly speaking, particnlarly
the Treasury’s investment in the International Monetary Fund and in the Imer-
national Bank for Reconstruction and Development. On the other hand, they do
not include the asscts of the Fund or the Bank since these are not United States
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The types of organizations included under financial intermediaries have
already been listed. It will be noted that in addition to financial corporations
they include some busiresstype nonprofit organizations such as nutual
savings banks, savings and loan associations, mutual insurance companics,
and credit unions and also cover some government organizations such as the
Federal Reserve bauks and the Postal Savings Systein.

The limitation to only three types of assets and liabilities raturally re-
quires considerable condensation and combination of categorics shown sep-
arately in the balance sheets published by corporations or filed with the
Bureau of Internal Revenue, let alone the balance sheets in the detail pre-
pared for management or for certain government regulatory agencies. For
the purpose of Appendix Table A-1 intangible assets like patents and good
will are entirely omitted, primarily because they are entered into actual
balauce sheets only sporadically and unsystematically. Accruals may be re-
garded as included with claims and debt, while prepaid expenscs may be
treated as part of net worth. Cash is treated as a claim either against financial
intermediaries or against the government. Reserves are regarded as distrib-
uted according to their character between debt and net worth. Equity securi-
ties are meant to include the net worth of unincorporated business enterprises
and of business-type nonprofit institutions. Foreign liabilities, finally, include
the ownership of domestic securities by foreigners.

The balance shect of each of the three groups nay be put together in one
of two ways. It may be the result of either the combination or of the con-
solidation of the balance sheets of all units belouging to the group.? Com-
bination is simply the addition of identical items of assets, liabilities or net
worth in the accounts of all the units to be combined with the aid of obtain-
ing a total for the group of units. It is a purely arithmetical operation that
poses no accounting problems. The distinctive feature of consolidation, on

government agencies, but might well have been included as being finandial inter-
mediaries in their own right.

Use of the figures prepared for A Study of Saving in the United States has been
metivated primarily by considerations of expediency. It would have becn difficult
and laborious to preparc a consolidated balance sheet covering just those corpora-
tions and agencies that were to be regarded as government lending institutions,
particularly before 1945. To do so might also have constituted a duplication of
effort since an extensive study of government lending operations is being conducted
in the Financial Research Program of the National Burcau of Economic Research,
the results of which were not available when these estimates were made. It is not
believed that the diflerences between the figures used in this paper and those which
would have been obtained from a more thorough and adequate treatment are great
enough to alter any of the major characteristics of the relationship between the
assets of financial intermediaries and national wealth.

3 This paragraph is adapted from Goldsmith, ep. cit., Vol. I, Chap. I, Scc. 5, in which
the problems are treatcd in more detail. Sec also R. W. Goldsmith in Studies in Income
and Wealth, Volume Twelve (National Bureau of Economic Research, 1950), pp. 37 fL.
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the other hand, is that v eliminates creditor-dehor

relationships among

units whose accounts are being consolidated, as well as participation by one

unit in the net worth of

another unit. The consolidated balanee sheet of

group thus docs not show daims or lizbilities ong uuits bclnn_\;mg W the

group or the ownership by one unit ol equity sccuritics of

within the group.

APPENDIX TABLE A-]

Main Components of National Balance Sheet

00
01
02

03
04

05

06

07

08

27
28

Italics denote itens retained in

anather yyj,

FINANCIAL INTERMEDIARIES

Tangible Assets )
Claims against other financial
intermediaries

Claims against business enter-
prises

Claims against households
Clatns against governments
Equity securitics of financial
mtermediaries

Lquily sccurities of business
enlerprises

Foreign assets

Total Assets

BUSINESS ENTERP

Tangible Assets

Claims against other business
enterprises

Claims against financial inter-
mediaries

Claims against households
Claims agains! governments
Equity securities of financial
mtermediaries

Equity sccurities of other busi-
ness enterprises

Foreign assets
Total Assets

in national consolidation.
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5
2
5
P
2
P

10
14/
12
13
14
15
{0
17

18

19

30

31

N b

38

39

Debt 1o other fmancial ingey.
niediaries
LDebt to business enterprises

Debt to households

Debt to governments

Equity sccuritics held by finan.
cial intermediaries

Equity secuvitios held by busi.
Hess (.‘nlz‘r[/mcs

Liguity securities held by house.
holds

Equity secwrities held by gov-
crument

Foreign liabilities {including
equity sccurities held by for.
cigners)

Total liabilities and nét worth

RISES

Debt to other business enter-
prises

Debt to  financial intermedi.
aries

Debt to households

Debt 1o governments

Lquity securities held by finan-
cial intermediaries

Equity securitics held by other
business enterprises

Lquity securities held by house-
holds

Equity securities held by gov-
ermment

Foreign liabilities

Total liabilities aud uet worth

group consolidation; boldface denotes items retained




aepenpix TAste A-1 (cont.)

40
1!

42
43
94
15
96
47
48
60
61
62

63
64

65
66
67
¢8
80
81
82

83
84
100

101
102

HOUSENOI DS

Tangible Assets

Claims against financial inter- 50

mediaries

Claims against business enler- 51

prises

Claims against other households 52

Claims against governments 53

Equily securities of financial 54

tntermediaries

Equity securities of business

enterprises

Foreign assets 35

Total Assets 56
GOVERNMENTS

Tangible Assets

Claims against financial inter- 70

mediaries

Claims against business enter- 71

prises

Claims against households 72

Claims against other govern- 73

ments

Equity sccurities of finencial 74

intermediaries

Equity securities of business en-

terprises

Foreign assets 75

Total Assets 76

Debi
aries
Debt to business enterprises

v finandal iniermedi-

Debt to other houscholds
Debt to governments
Net worth

Foreign liabilities
Total liabilities and net worth

Debt to financial intermediaries
Debt to business enterprises

Debt to households
Debt to other governments

Net worth

Foreign liabilities
Total liabilities and net worth

NATION — COMBINED

Domestic tangible assets
Claims of one domestic unit
against another

Equity securitics of domestic
corporations held by domestic
units

Foreign assets
Toetal Assets

90
91

92

93
94

Debt of one domgestic unit to
another

Equity sccurities of domestic
corporations hcld by domestic
units

Net worth of domestic house-
holds and governments
Foreign HLabilities

Total liabilities and net worth

NATION — CONSOLIDATED

Domestic tangible assets

Net foreign assets
National wealth

110 Net worth of domestic house-

holds and governments

111 National net worth

Ttalics denote items retained in group consolidation; boldface denotes items retained
in national consolidation.

109




The footings of the consolidated balance sheet for a group of units (ic.
ageregate assets or aggregate liabilities plus net worti) are, therelore, always
smaller than the footings of the coribined balance sheet for the same group.
‘This follows necessarily because eliminiation of mtragroup creditor-debtor
atid owner-issuer relationships is the essence of consolidation. ‘I'he difterence
between the consolidated and the combined footings hus a tendency to grow,
both absolutely and relatively, as the group of units whose balance shects are
being consolidated widens.

Appendix Table A-1 has been drawn up to facilitate envisaging the results
of the combination or consolidation of the balance sheets of economic units
ito balance sheets for the four main groups of financial intermediaries,
business enterprises, houscholds, and governments and finally, into a pa.
tional balance sheet. To that end the items retained in group consolidation
are shown in italics, and those remaining in consolidation on a national
basis are indicated in bold face. In other words, the items in ordinary type
disappear when the balance sheets of economic units belonging to one of
the four groups are consolidated; and those in italics are climinated when
the four group balance shects are consolidated into a national balance sheet.
Combination, either on the group or the national level, obviously does not
eliminate any of the items shown in the table, as it is nothing but a suinma-
tion of the balance sheets of all individual units belonging to the group or
nation.

In the consolidation of balance shects at a group level the claims of
one unit against another unit in the group cancels against the second unit’s
debt to the first. Similarly, the equity securities of one member of the group
owned by another member and carried among its assets is offset by the corre-
sponding net worth in the balance sheet of the unit issuing the security.
Among business enterprises, for instance, Item 21 of Appendix Table A-]
cancels Item 30, and Item 26 is offset by Item 35. Similarly, Items 01
and 06 in the balance sheet of financial intermediaries cancel Items 10
and 14, respectively; while Items 43 and 64 in the balance sheets of house-
holds and governments are offset by Items 52 and 73, respectively,

In consolidation on a national basis all items cancel except tangible assets
(Items 00 -+ 20 4 40 + 60) and net foreign balance (Ttems 07 - 27 - 47 + 67)
— 18 — 38 — 55 — 75) on the left hand side; and the net worth of households
and governments (Items 54 and 74) on the right hand side. This result
is but another way of stating that national wealth is equal to domestic tangible
assets plus net foreign balance, and js necessarily equivalent to the net worth
of all ultimate economic units within the nation, the net worth of business
enterprises and financial intermediaries having been allocated to the ultimate
economic units who are to be regarded as their owners.

These offsets, which are required to arrive at a properly consolidated
total, presuppose that the same item s identically valued in the balance
sheets of the creditor and of the debtor, or in those of the owner and of
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the issuer. Specifically, they presuppose that a claim appears with the same
amoum mnong the assets of the creditor and the liabilitics of the debior
and 1hat an equity security is carried at the ideniicad value on the left hand
side of the owner’s balance sheet and the right hand side of ihie issuer's.
When these conditions are not met, a separate itemt must be introduced to
restore the equality of footings on 1he left and right hand side. This item
will appear among the assets it the carrying value of a clzim or equity
security in the owner’s balance sheet is below thie value at which it is carried
in the balance sheet of the debtor or issuer. It will be entered on 1he
liability side if the opposite relation prevails, i.e. the carrying value in the
owner’s balance sheet exceeds that at which it is entered in the debtor’s or
issuer’s balance sheet.8

In practice, differences between valuation of identical items in the balance
sheets of the creditor and debtor, while not absent, are 1ot 100 conmmou,
or if present are usually of relatively small size. Differences between the
valuation of the same equity security in the balance sheet of 1he owner and
the issuer, however, are the rule rather than the exception. These discrep-
ancies couid be avoided if either the owners of securities were to carry thent
in their own balance sheets at the book value of the securities in the issuers’
balance sheets, or if the issuers of equity securitics, as well as the owners, were
to carry them in their own bakuice sheets at market value. To spell om these
conditions is sufficient to indicate that they are not and cannot be met by
existing balance sheets drawn up in accordance with the principles of busi-
ness accounting. They can only be applicd to group and national balauce
sheets constructed by outside investigators on the basis of consistent social
accounting methods.

Another type of discrepancy which plagues combined as well as consoli-
dated national balance sheets arises from the fact that the same transaction
is entered in the accounts of the two units involved at different times, even
though the difference is usually as short as a few days. The best known
discrepancy of ihis type is the “check float,” which is due to the practice
of the drawer deducting the amount of the check from his bank balance the
moment the check is written and mailed to the payee, while the payee enters
it in his bank balance only when he receives the check.t In consolidations,
as of one given date, the sum of the bank balances of drawer and payee on the
books of the banks will therefore exceed their combined deposits as shown on

8See R. W. Goldsmith in Studies in Income and Wealth, Volume Tuwelve, as cited,
pp. 68-69.

«This is the so-called "“mail float.” There is also a “bank floay,” which reficets the
lime i1 1akes to clear a check within the banking sysiem. Similar discrepaticies arise
in shippeis’ posiing accounts receivable when ihe merchandise leaves their premiscs,
but buyers enicring the same shipment under accounts payable only when it is
received, and in many other quamilauvcly less impornani ins1ances.
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the holders’ records, and introduction of a separate itenr on the left hand side
of the consolidated balance sheet is necessary to restore equilibrivm,

Yaluation

Up to this point the problein of vnhmtion» lms_ been zn'()‘id(:_(l_. Ior evaded —
except in conmection with the offsetting ol claims ;mf_l_ habilities in group
or national consolidation — by assuming that all entries in the balance sheets
of individual cconomic units were made at market valne and by (lisrcgzmling
any differences between the valuation of the same item in the balance sheets
of the creditor or the debtor or, in the case of Cquity securitics, in that of
the holder and the issner. These assumptions, unfortunately, are not realistic
when applied to the balance sheet data that are avanlable. "The {ailure to
secure comparable valnations in available balmice sheet data lies at the
bottom of many of the difficulties encouniered in making detaile:d compari-
sous between the assets and liabilitics of financial intermediarics and of the
relevant national totals. Indeed, one may say that for a large part of the
items it is not possible to obtain market vahies from publistied balance
sheets; that as a rale the valuation of the same item is different in the balance
sheet of the creditor or owner from that ol the debtor or 1ssucr; and that
the actual extent and direction of these differences s only very imperfectly
known. Yet this report proceeds on the basis of values of assets and habilities
as they appear in the balance sheets or similar statements of fimancial inter-
mcediaries and of estimates of the aggregate face or market value of certain
assets and labilities in existence within the nation. This is done because of
the conviction — some support for which will be presented below — that if
some adjustments are made, the differences, though Very aggravating to onr
seusc of precision and neatness and far from negligible from auny pomt of
view, are not so large as to invalidate the comparisons in which we are
interested.

In discussing these ditlienltics, we shall disregard the “higher criticism”
sometimes directed at the concept of market valne applied to the balance
sheet of groups of the nation. The essential point in this criticism is that
onc cannoi speak of market value of such large asset aggregates because for
any type of assct only a small part of the entire stock actually changes hands
during a period reasonably close to the balance sheet date and because some
types of assets do not change hands at all. These facts arc uncontested, but
they are not regarded as valid objections to the use of market value, or an
approximation to it. This poiut, however, will not bhe argued hereS It may
be noted, however, that acceptance of market value as a basis of valuation
i national balance sheets should be facilitated by consideratien of the alterna-
trves, Available balance sheets are, as 2 rule, based on the origmal cost of

® For some discussion see R. W. Goldsmith in Studies in I'ncome and Wealth, Volume
Twelve, as cited, pp. 55-72.
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the diffierent types ol assets and labilitics to the meit which owns than at
the date for which the balance sheet is strnek. These valnes obvionsly have
jittle in commion as between different economic nnits, since they incinde
assets and Habilitics acquired immediately belore the balance sheet dates or
many decades carlier; acquired for cash or inherited from predecessors;
(l(:prccintcd according to the most varying methods; and assets revalued once
or several times, as well as those still carried at their original cost. In other
words, the addition of valnes fonmd in the balance shect of large numbers of
economic mmits results in aggregates that canmot be related to the levcl of
valnation prevailing at any one given datc or during any given period. Con-
sistent valnation at market prices, or at approximations to it, at least has
the advantage that all valnes refer to one identifiable point of period of tnme
and hence are comparable to that extent.

Unadjusted balance sheet values are, thereforc, not acceptable for economic
analysis from a theoretical point of view, bnt there is a great deal of differ-
ence in practice among different types of assets and liabilities and also among
balance sheets for different historical periods. Objections to the nse of
fignres taken from pnblished balance sheets obviously depend on the dif-
ference between market values and book vaines, and this difference m tnm
is larger for some types of asscts and liabilitics than for others and at some
periods than at others. Shortterm claims, for nstance, generally have no
market value in the strict sensc; and to the extent that a market price exists,
it is usnally very close to the face value of the claim which, in trn, is nsually
identical with its book value.® For long-term claims, differences between face,
book, and market valhes occasionally become very substantial, as happened
dnring the Great Depression. As a rule, however, the market values of such
claims do not deviate very much — say by more than 10 to 20 per cent — from
their face value or from the vaines at which they are carried in the books
of their owners. The fluctuations in vaine are, as a rule, nmch more sub-
stantial for holdings of cqnity sccurities; bnt such securities are, fortunately,
often valued at market price in the balance shects of the owners or in sup-
plementary statements. Inventorics are, as a rule, carried at market or cost,
whichever is lower, with the result that due to the relatively rapid turnover
the difference between market and book vahie tends 1o be small. Substantial
differences may, however, develop wiere inventories arce valred by the LIFO,
base stock, or similar methods. The most scrions differences and diffienltics
arise in the casc of other tangible asscts. These are enstomarily valaed at
depreciated original cost. The concept of market value is not strictly ap-
plicable to most of them cxcept for some categories like residential dwellings
and motor vehicles. At the same time the finctuations in the replacement cost
of such asscts have during certain periods been very considerable. This con-
junction of circnmstances has led to the nse of a modified form of replace-
ment cost, viz. depreciated original cost adjusted for price changes as a

oThe usual interest accrnals or disconnts are not relevant in this connection.
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standard measure for reproducible tangible assets other t.h:.m mventories.?
Land 1s generally carried, like other tangible assets, m original cost to the
owner. Unlike most other tangible assets, however, most types of land do
have a2 market price, and it is therefore generally possible, at least coneeptu
ally, to adjust the reported valuations to the basis of mm‘ke.t.vfllues.

Turning now to the available data on assets and liabilitics of financia)
mtermediaries, we find that alimost all balance sheets of financial inter.
mediaries, or similar statements, are prepared in accordance with the prin-
ciples of business accounting, modificd in some cases by special statutory
provisions or by rules of regulating agencies or of the Bureau of Internal
Revenue. Under these principles valuation is generally based on original
cost. Numerous modifications are permitted or implied — for example, on
the occasion of mierger or reorganization — which generally have the tendency
of bringing book values closer to market values. This tendency, however,
works unsystematically and, of course, still leaves, as a rufe, a difference
between the two values. There is thus hardly any group of financial inter-
mediaries for which the basis of valuation of assets and liabilities m the
available financial statements is exactly known. Still less is known jn
quantitative terms about the difference between book, par, and market values
for entire groups of financial institutions. Sometimes, it is true, detailed
material is provided for some assets; ¢.g. in the case of the securities hel by
life insurance companies the book value is shown issue by issue for every com.
panty in their detailed annual statements of condition. This material, however,
has never been summarized, and it was well beyond the resources of this study
to undertake the task. In most other cases there is no possibility of determining
the exact relationship between book and market values. The case of the New
York savings banks for which aggregate statistics of original cost, par, and
market value are available js the exception rather than the rule8

"See R. W. Goldsmith in Studies in Income and Wealth, Volume Fourteen (Na-
tional Bureau of Economic Research, 1951), pp- 10 ff., particularly p. 15.

For all bonds and stocks together, differences between par and market values,
as given in the annual reports of the New York Commisioner of Banks, were hardly
ever in excess of 10 Per cent and, as a rule, were below 5 per cent. For the bench.
mark dates the relations were as follews (par value -— 100):

Estimated
Original Market Differ-

Cost Value ence

%) (%) %)
1900 +7 +a +2
1912 +6 ~2 —8
1922 | ~8 -7
1929 +0 ~1 -1
1933 +2 - —~10
1939 -1 -1 0
1943 —i* -+1 42
1949 +0r +3 +3

* Amortized original cost.
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In this situali(?n a cox}}promisc solution has heen adopted which is ad-
mittedly not entirely satisfactory, but seems the best that can be achieved
in the present state of the basic data and with the availahle resources. In
the tabulations of assets and liabilities of the varions groups of financial
intermediarics, book values have been accepted, and no attempt has been
made to adjust them systematically to market values.? In comparing total
amounts outstanding with the holdings of financial intermediaries, par values
have been used for all claims outstanding, including corporate anid govern-
ment bonds, but market values for corporate stock and for tangible assets.
This introduces discrepancies in the valuation of the numerator (assets and
liabilities of financial intermediaries) and the denominator (total amouut
outstanding). These discrepancies have not been elimirated because, with
the resonrces available for this study, no adjustment of the book value of the
assets and liabilities of financial intermediaries to their par or market value
could be made with sufficient confidence. It has, therefore, been necessary
to take account of the discrepancies only in textual comments and in the
evaluation of the ratios which, as they stand, are affected by the differences
in valuation between numerator and denominator. These discrepancies, how-
ever, probably are not very important numerically: the deviation of book
values from par values is relatively small for bonds and mortgages, except
for the benchmark dates of 1933 and 1939, and virtually negligible for short-
term claims, while book values reflect market values for the most important
holdings of stock by financial intermediaries. The discrepancies, therefore,
affect the level of the ratios, although even these ounly to a minor extent; they
certainly are not sufficient to falsify or obscure trends, once adjustment is
made for the unusual deviation betwecen book and market value in the Great
Deprcssion.lo

» Personal trust departments constitute an exception because the figures were cil-
tirely derived by estimation, and an attempt was wmade in that process to adhere to
or to approximate maiket values. “The data available for investment companics also
are gencrally based on market values.

10 While the differences between par, book, and market values do not rule oni,
or evenly severely limit, the use of the figures derived from the balance sheets of
financial intermediaries in determining the levels and trends of their holdings or
the proportion of their holdings to amounts cutstanding, they become important in
a comparison of institutional and noninstitntional holdings when the share of
financial intermediaries’ in total ontstanding is high. Assunie, for instance, book
valne of financial intermediaries’ loldings to be 10 per cent ahove par for a type
of asset for which the book value of holdings of financial intcrmediaries is equal
to 80 per cent of the total par valne omstanding. In snch a case neninstitutional
heldings appear to amount to 20 per ceut of outstanding or 25 per ccnt of ﬁnax}ual
intermediaries’ holdings. Actually, however, the share of noninstitutional holdings,

(Continued on page 116)
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measured by the uniforn standard of par value. is 27 per cent of total outstanding
or 37 per cent of the holdings of financial intermediaries.

Comparison between the trend of holdings of different groups of financial intep-
mediaries is not likelv to be much affected by these differenes heiween par, hook,
and market values as levei and movements of the ritins of book to market or book
to par values are likely to show some parallelism for the different groups. The samme
considerations apply, although with more restrictions, to a comparison between the
ratios of financial intermediaries’ holdings in different types of assets ar one
given date.
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Notes to Appendix Tabls A-2

Line
1

Ut g

~1

8-10

118

Includes direct and guarantecd issues, United States savings stamps, a

for 1945 and 1919 spcaial notes issued to the International Bauk ang Monetary

Fund. Figures differ from those given in Survey of Ctlfrflll Business, Ocyq.

ber 1950, p- 11, primarily because in the calenlations in R.. W, Coklsmim,

4 Study of Saving in the United States (l’ri!lCﬁ[On University Press, 1954),

gross federal ageucy debt less that held by United States Treasury anq other
ies i i n federal government debt, a5 in

the Comunerce series, but split according to guaranteed and not fully guar.

anteed issues, the former portion being included iy federal government deiy

and the latter in corporate debt.

1900. 1912: Daily Treasury Statements, issues of December 51

1922.1439: Banking and Monetary Statistics, pp. 509-12,

1945, 1949: Treasury Bulletin, varioys issues.

1900-1949: Excludes sinking fund holdings. Total outstanding derived for

1900-1929 from R. w. Goldsmith, op. cit., Table G-22, column I, converteq

to year-end figures by simple arithmetic averaging, plus columin 2 and for

1933-1949 from ibid., Table V-11, colurun 3. Sinking fund holdings for 19g9

i a rough estimate based on figures for later years; for 1912-1949 deriveq by

muliiplying total outstanding by ratio obtained by arithmetic averaging of

the ratio of sinking fund holdings 1 toral outstanding for fisca] years

obtaired from data given in Annuaf Report of the Secretary of Treusury,

1946, p. 669, anqg 1949, p. 591, ang Survey of Current Business, Septeinber

1951, p. 22.

1900-1949: Appendix Table A-3, line ].

1900-1949: Estimates to be explained in Appendix to ful] study. The figures

shown are preliminary; fina] revision will be incorporated into the full study.

Includes American holdings of foreign securities but excludes al amonnts

of foreign issucs held outside the United States.

1600-1922: From R. W. Goldsmith, op. cit., Table K-7, line 4.

1929, 1939: 1bid., Table K-7. line 3 plus Iine 4.

1933,1945

and 1949 Rough estimates largely developed according to the procedure for

other years described in notes to ibid., Table K.7.

1900-1929

and 1939: fpiq, Table K-7, line 5.

1933, 1945

and 1949: Same procedure as for line 6,

1900-1949: Derived according to procedure descrile in notes (o R. W (old.

smith, op. cit., Tables R-34, R-35, and M-12, using the revised Hoine Loan

Bank Board figures (Statisticqy Summary, 1951, P- I8). Figures include mort-

8agcs on nonprofit institntions,

1900-1949- From R, W Goldsmith, op. cit., Table A-54, column 2.
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Notes to Appendix Table A-2
Figures gencratly are par amonnt value, except for real estate bonds, the serics for
which is a mixture of par (up to 1933) and market values (from 193¢ or).

Totals given in line 1 should be regarded as minimum figuies foi domestic ron.
governumient bonds outstandiig, since no estimtes were made for eertain types of
honds, cg. church and timber bouds, outstanding amounts of which are known
to be sunall, and for some other minor types the size of whicl is not well known,

Comparison of line 1 with the Department of Conmneree series {or corporite
long-term mimis mortgage debn (Swrvey of Current Business, October 1950, p. 1)
fndicates that estimates derived from the Nationu]l Burcan of Fconomic Rescarch
Corporate Bond Project statistics are somewhat lower. The difference is partly
acconnted for by the fact that the Mational Burean scries (even s adjusted in
Appendix Table A-2) is limited to bouds, while the Bepartment of Commeree
fignres include other types of long-term debt. Corporite bonds issned to the Re-
constriietion Finance Corporation bopds and debentures of finance companies, for
example, are omitted from Appendix 1uble A-2. The Commerce series also includes
term loans. Whether these shonld, for the purposes of this stndy, be incinded in a
series of corporate bonds outstanding  depeds on how they e treated by the
respective holder gronps. For the two instituions — hanks and life iustaranee com-
paties — for which term loans lave since 1939 constiutted a significant item in
sccurity holdings, tenm loans were as a rule not included in reported corporite bond
holdings. If this is the prevalent practice, omission of terur loans from total honds
ontstanding as shown in Table A-2 is the appropriate treatutent.

In the abscuce of conclusive evidence as to whether the National Bureau or the
Comnerce serics more nearly represent the true amowmnt of corporate Londs ont-
standing, it was decided to use the National Burcau series (1s adjusted in Appendix
Table A-2) since its composition is described in detail, while the scope of the Burcan
of Internal Revenne figures, basis of the Commerce scries, is not exactly shown.

Line
1 1900-1949: Sum of lines 2 to 12,
2 1900-1939: W. B. Hickman, The Volume of Corporute Bond Financing since
1900, Table A-2 (National Bureau of Economie Researcli, 1953).
1945, 1919: From the writer's forthcoming publication A4 Study of Saving in
the United States (Princeton University Press), Table V-14, cohunn
2, cumulated from the 1943 Hickman figure. As brackets in table
indicate, figures inclnde lines 2, 3,4, and 5.
3 1900-1912: 1bid., Table V-26, column 4.
1922-1939: 1bid., Table V-26, colnum 3.
1915, 1949: Scc notes to line 2.
1 1900-1912: 1bid., Table V-26, colmmn 2.
1922-1939: Ibid., Table V-26, colummn 1.
1945, 1949: Sce notes to line 2.
1900-1939: Hickinun, op. i, Tables A-3, A-4, and A-5.
1945,1919: See noics to line 2.
6 1900-1912: R. W. Goldsmith, op. cil, Table R4}, coluum 1.
1922-1939: Ibid., Table R-43, colnmn 1.
1915,1949: Ibid., Table V-14, colnin 4, cumulated from the 1942 figure.
7 1900-1949: Estimates to be explained in Appendix to full strrdy.
8 1929-1940: R. W. Goldsniith, op. cil., Table V-5, cohunn 1 minus colnnin §.
9 1922-1949: Ibid., Table V-78, coltmin 11,
10 1922-1949: Ibid., Table V-77, cohnnn 8.
11 1922-1949: Cnmnlation of Ibid., Table V-14, colmmn 8.
12 1922-1949: Cummlation of 1bid., Table V-14, column 9.

(&3




v

e o

44 Hehavior of Wage Rales during Business Gycles (1950) $1.00
Danicl Greamer

35 Shares of Upper Income Groups in Income and Savings (1950) 1.00
Sunon Kuztets

36 The Labor Force in W and Fransicion: Four Countries (1952 1.00
Clarence D. Leng

37 Trends and Cycles in Corporate Bond Financing (1952) 75
W. Braddock Hickman

38 Productivity and Economic Progress (1952) 75

Frederick C. Mills
30 The Role of Federal Credit Aids in Private Residential

Construction (1953) 1.00
Leo Grebler
10 Transport and the State of Trade in Britain (1953) 1.50

Thor Hultgren

41 Capital and Output Trends in Manufacturing Industries,
1880-1948 (1951) 1.50
Daniel Crcamer

42 The Share of Financial Intermediaries in National Wealth and
National Assets, 1900-1949 (1951} 1.50
Paymond W. Goldsniith

48 Trends and Cycles in Capital Formation by Uniied States

Railroads, 1870-1950 (in press)
Melville J. Ulmer

44 The Growth of Physical Capital in Agriculture, 1870-1950 (in press)
Alvin §. Tostlebe

45 Capital and Output Trends in Mining Indusiries, 1870-1948 (in press)

Isiael Borenstein

ALL TECHNIiCAL PAPERS IN PRINT

8 Basic Yields of Corporate Bonds, 1900-1942 (1912) 50
David Durand

4 Currency Held by the Public, the Banks, and the Treasury, Monthly,
December 1917-December 1944 (1947) 75
Auna Jacobson Schwartz and Elma Oliver

5 Concerning a New Federal Financial Statement (1947) 1.00
Morris A. Copeland

7 Factors Affecting the Demand for Consumer Instalment Sales Credit
(1952) 150
Avram Kisseigoft

8 4 Study of Aggregate Consumption Functions (1953) 150
Robert Ferber

9 The Volume of Residential Construction, 1889-1950 (1954) 1.50
David M. Blank

10 Factors Influencing Consumption: An Experimental Analysis of

(in press)

Shoe Buying
Ruth P. Mack





