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APPENDIX C

COMPARISON OF BASIC ESTIMATES
WITH THOSE OF OTHER INVESTIGATORS

SEVERAL of the basic series developed in our investigation with
the aim of providing integrated statistics on corporate bond
financing can be checked against those of other investigators.
In the first and second sections below, the offerings statistics will
be compared with similar series published by the Commercial
and Financial Chronicle and the New York Journal of Commerce.
Next, the series on cash flows on capital account will be compared
with cash-flow estimates of the Securities and Exchange Com-
mission. Lastly, the estimates on outstandings will be compared
with those of the Interstate Commerce Commission and the
National Industrial Conference Board.

Bonp OrreriNGs: COMPARISON WITH ESTIMATES OF
THE COMMERCIAL AND FINANCIAL CHRONICLE

Since 1919 the Commercial and Financial Chronicle has published
a carefully constructed series on bond offerings that provides the
best available check on the accuracy and comprehensiveness of
the estimates presented in this monograph. Comparison is facili-
tated by the fact that the Chronicle carries detailed industrial
breakdowns and listings of the titles and par amounts of all issues
included in its series.

An analysis of the Chronicle listings shows that they usually
exclude noncash offerings. On the other hand, the Chronicle
includes various issues excluded by us, such as short-term notes,
bonds offered by eleemosynary and other nonprofit institutions,
and bonds offered by the financial and real estate groups. Our
series for offerings of issues of all types (Table A-1) is compared
in Table C-1 with the Chronicle series after adjustment of the
latter for major differences in coverage. Adjustments in column 2
are based on the finding that about 85 percent of the issues listed
by the Chronicle under “land and buildings” were excluded from
our data for 1928, the peak year for such offerings. Adjustments in
column 3 are for issues listed by the Chronicle undeér the headings
“investment trusts, holding, trading, etc.” and “miscellaneous” that
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402 APPENDIX C

are excluded from our data as “financial.” Adjustments for non-
cash offerings in column 5 are based on the assumption that the
Chronicle series includes only bonds offered to the public for
cash, a reasonably accurate assumption for most years (but see
the second paragraph below). Column 5 includes, as items to add
to the Chronicle series, all noncash offerings of straight bonds
(Table A-10), total offerings of income bonds (Table A-5), and
a 2 percent correction for serial bonds (Table A-4) offered for
considerations other than cash.!

Table C-1 indicates that the rough adjustments made to the
Chronicle estimates provide a series that is tolerably close to our
offerings series in most years, the latter being usually the more
inclusive. The largest absolute discrepancy occurs in 1928, and
the largest relative discrepancy in 1933. For those years a more
detailed reconciliation was attempted, the results of which are
presented in Table C-2. The table shows that we purposely ex-
cluded, for 1928, $40 million of issues that did not meet our
definition of a domestic corporate bond (see Chapter 1); and that
the Chronicle included an additional $10 million of issues, some
of which would possibly have been included in our estimates if
the manual information on the characteristics of the issue had
been more complete. But the total, $50 million, for issues in-
cluded by the Chronicle and excluded or possibly omitted by us
was more than offset by the $360 million of cash offerings listed
in our sources but omitted by the Chronicle. Most of these were
cases where no public announcement of an offering was made,
yet the balance sheet showed an increase in outstandings. The
difference of $310 million is the amount shown in Table C-1 as
the 1928 discrepancy.

For 1933 the principal cause of the discrepancy was the simpli-
fying assumption, made in constructing Table C-1, that only cash
offerings were included in the Chronicle series. While that as-
sumption is reasonably accurate for most years, our analysis
shows that the Chronicle included $140 million of noncash offer-
ings arising from heavy corporate reorganizations in 1933. The

11t may be recalled from Chapter 1 that income bonds are usually of-
fered during corporate reorganizations in exchange for old fixed-income
bonds. Therefore we have considered them all as noncash offerings. The
92 percent of serial offerings treated as noncash is an estimate based on a
special breakdown of 1928 data. -
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TABLE C-2—Reconciliation of Commercial and Financial
Chronicle Offerings with National Bureau Offerings,
Selected Years

(MILLIONS OF DOLLARS)

1928 1933
Chronicle domestic corporate $3,440 $230
— realty 610 a
— financial 150 10
— other N.B.E.R, exclusionsb 40 10
— N.B.E.R. possible omissions® 10 0
= offerings included in both series 2,630 210
+ N.B.E.R. noncash offerings 460 3104
= Chronicle estimates adjusted 3,090 © 520
N.B.E.R. total offerings 3,450 570
Excess of N.B.E.R. total over
Chronicle adjustede 360 50

Figures are correct to tens of millions of dollars only.

2 Less than $5 million.

b For exclusions, see pages 30-32.

¢ Manual information on these issues is incomplete.

4 After deduction of $140 million exchanges and contract modifications
included in the Chronicle series.

¢ Estimated cash offerings not covered by the Chronicle.

double counting of these issues in adjusting the Chronicle series
in Table C-1 accounts for slightly more than the apparent dis-
crepancy for 1938.

Bonp OrFfFERINGS: COMPARISON WITH ESTIMATES
oF THE NEwW YORK JOURNAL oF COMMERCE

One of the oldest of the published series on corporate bond offer-
ings is that compiled by the New York Journal of Commerce; it
covers the period 1906-46. Like the Chronicle series, it excludes
most noncash offerings and thus must be raised to compare with
our series on total offerings. The Journal of Commerce series
excludes real estate issues, as do our estimates; but it includes
financial issues and bonds of Canadian and other foreign corpora-
tions when offered in the United States. Another important dif-
ference is that the Journal of Commerce series excludes private
placements with savings institutions and cash offerings to stock-
holders, and thus drifts downward as compared with other
offerings series during the late thirties and early forties.
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Although the Journal of Commerce published a list of all
obligors whose bonds were included in its series, the exact bond
titles were not given; moreover, only the broadest industrial
classifications were presented, so that it is quite difficult to identify
and eliminate foreign and financial issues. Accordingly we have
not attempted a full comparison of their estimates with ours for
all years. Nevertheless, rough adjustments indicate reasonably
close agreement except for 1906, 1907, 1926, and 1935. A detailed
reconciliation made by comparing individual offerings in three of
those years is presented in Table C-3, 1907 being omitted because
the Journal of Commerce did not publish a complete list of
obligors for that year.

In 1906, offerings totaling some $190 million, included by the
Journal of Commerce, were deliberately excluded under our
definitions, the majority because they were short-term notes; this

TABLE C-3—Reconciliation of New York Journal of Com-
merce Offerings with National Bureau Offerings, Se-
lected Years

(MILLIONS OF DOLLARS)

1906 1926 1935

Journal of Commerce unadjusted $ 780 $2,820 $2,440
— foreign a 320 .
— financial a 60 630
— other N.B.E.R. exclusions? 190 920 10
— N.B.E.R. possible omissions® 30 40 a

= offerings included in both series 560 2,310 1,800
+ N.B.E.R. private placements and

cash offerings to stockholders 260 180 350
+ N.B.E.R. noncash offerings 210 200 540
4+ N.B.E.R. real estated a 160 a

= Journal of Commerce adjusted 1,030 2,850 2,690

N.B.E.R. total offerings 1,220 3,150 2,700

Excess of N.B.E.R. total over
Journal of Commerce adjustede 190 300 10

Figures are correct to tens of millions of dollars only.

8 Less than $5 million.

b For exclusions, see pages 30-32.

¢ Manual information on these issues was incomplete.

dSee page 31 for discussion of real estate bonds included in the
service group.

e Estimated cash offerings not included in the Journal of Commerce
series.
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compares with $470 million of private placements, noncash offer-
ings, etc. that were excluded under their rules. In addition, cash
offerings totaling $190 million were not recorded by the Journal
of Commerce. The latter omissions resulted largely from the fact
that in 1906—the first year of the Journal of Commerce series—
offerings whose size was less than $1 million were excluded. (In
all subsequent years, coverage was extended to include offerings
of $100,000 and over.)

The situation is reversed in 1907, when the Journal of Com-
merce reported a large volume of offerings that are not included
in our series. Although full reconciliation is not possible, it is
clear that the Journal of Commerce included certain long-term
issues that were offered but not taken up by the public during the
money-market panic in the spring of 1907. The Journal of Com-
merce also included an appreciable volume of short-term notes
offered in the latter part of the year when the unsold long-term
issues were canceled. On the other hand, we included, and the
Journal of Commerce excluded, certain contract modifications
and exchanges arising from the settlement of default situations
in 1907.

As Table C-3 indicates, 1926 was a year of heavy foreign flota-
tions and 1935 a year of heavy financial flotations; such securities
are excluded from our estimates but included by the Journal of
Commerce. At the same time, our figures reflect an appreciable
volume of noncash offerings, private placements, etc. that theirs
do not. In 1926 the volume of cash offerings omitted from the
Journal of Commerce estimate was especially large.

The general impression obtained from the comparisons with
the Journal of Commerce and Chronicle series is that our offerings
series is quite inclusive for the area it represents. An analysis of
possible omissions suggests that the average error on account of
incomplete primary data is probably under 1 percent.

CaprrTAL-FLOW ESTIMATES: COMPARISON WITH ESTIMATES
OF THE SECURITIES AND ExCHANGE CoMMISSION

Our data on cash capital flows originating in the corporate sector
from transactions in corporate bonds (see Chapter 6 and Table
A-22) may be checked against similar estimates prepared by the
Securities and Exchange Commission as part of its broad savings
study. The SEC materials, which cover the period 1933 to date,



406 APPENDIX C

were compiled by Irwin Friend and Vito Natrella, who have
kindly permitted us to use their figures as a check on our
estimates.

Conceptually the SEC estimates are identical with those pre-
sented here: both measure gross cash proceeds from sale of cor-
porate bonds, gross cash payments at extinguishment, and net
cash flow. Both exclude corporate mortgage and term loans; but
in several respects the coverage differs. OQur flow estimates cover
only straight bonds of the railroad, public utility, and industrial
groups; the SEC includes, in addition, certain minor types of
issues (principally equipment obligations, serial issues, and re-
ceivers’ certificates) and bonds of the real estate and financial
groups. In Tables C-4 and C-5, where our estimates are compared
with those of the SEC, rough adjustments have been made for
these differences in coverage.

The adjusted gross cash proceeds in Table C-4, column 1, were
obtained by adding par amounts of offerings of equipment obliga-
tions and serial issues (Tables A-3 and A-4) to our series on gross
cash proceeds from sale of straight bonds (Table A-22); income
bonds were omitted, since they are seldom offered for cash.
Column 2 of Table C-4 contains estimates of cash proceeds from
sale of real estate and financial bonds that were excluded from
our series and included in the SEC series, the real estate and
financial data in column 2 being obtained by a detailed examina-
tion of the SEC files. No adjustments have been made for re-
ceivers’ certificates, which are included in the SEC estimates but
excluded from our own. Our adjusted estimates and the SEC
estimates are presented in columns 3 and 4, respectively, and the
differences, absolute and relative, in columns 5 and 8.

Despite the approximations involved in putting the figures on
a comparable basis, the differences are remarkably small in most
years. The largest relative discrepancies occurred in 1933 and
1934. In the first year, the SEC relied exclusively on the Chronicle
listings for its estimates; and our analysis has shown (page 402)
that the Chronicle overstated the volume of cash offerings in that
year by $140 million, approximately the amount of the discrep-
ancy. The discrepancy of $84 million in 1934, although small
absolutely, is large relatively (18 percent of our total); it may
be traced in part to the SEC’s omission of several rail issues
previously held by a lessee that were sold to the public under
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ICC authorization in that year. It is notable that for the full
period of overlap, 1933-43, our estimates exceed those of the SEC
by less than $600 million or 2.8 percent, a discrepancy sufficiently
small to be accounted for by the approximate nature of the
adjustments made and by minor differences in coverage.

Similar comparisons for gross cash payments at extinguish-
ment and for net cash flows are made in Table C-5. Our series
on gross cash payments is made roughly comparable with that
of the SEC by adjustments similar to those made for gross cash
proceeds. The principal difference in the method of adjustment
is that income-bond extinguishments are included in the payments
estimates, since most of them were cash transactions. As is noted
on the table, the estimates of column 2 for cash payments on
bonds in the real estate and financial groups were obtained from
scattered sources and may be incomplete.

Our estimates for payments generally agree less well with those
of the SEC than the corresponding estimates for proceeds, the
payments estimates exceeding the SEC’s in the aggregate by $1.9
billion or 8.1 percent. Annual excesses appear in every year but
show a pronounced downward trend. This downward movement
quite possibly reflects the greater publicity given by the financial
press to redemptions in the late thirties and early forties, and a
consequent improvement in the SEC extinguishment schedules.
In recent years also, the SEC has revised and improved its system
for collecting and recording data on extinguishments.

It is particularly encouraging that our series on gross proceeds
and payments, and the difference (net cash flow), agree tolerably
well with those of the SEC after 1938. While our estimates of net
cash flow from the corporate sector for the full period 1933-43
exceed those of the SEC by approximately 58 percent, after 1938
the SEC’s figures exceed ours, but by only 1.7 percent. The close-
ness of the flow series from 1939 through 1943 seems to justify
our use of the current SEC data to obtain the estimates of cor-
porate bond outstandings for recent years that have been dis-
cussed in Chapter 2 and developed in Chapter 6.

OutsTANDINGS: COMPARISON WITH ESTIMATES OF THE
INTERSTATE COMMERCE COMMISSION AND NATIONAL
InpusTRIAL CONFERENCE BOARD

Several published series on outstandings are available, but most
of them cover only brief periods and do not differentiate between
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funded and unfunded debt.? Estimates by the National Industrial
Conference Board, however, cover virtually the same period as do
ours and are generally adjusted to exclude unfunded items.® The
Conference Board series were obtained largely from official
sources, which vary in their inclusiveness. Therefore comparisons
between the Conference Board series and ours are best made by
major industry divisions.

Railroads

Table C-6 presents statistics of the volume of rail debt outstand-
ing, measured at three sector levels. The first column contains
Interstate Commerce Commission statistics on the gross volume
of rail bonds outstanding (bonds “actually outstanding” in the
ICC terminology ); it includes all rail bonds held by railroads, in
addition to those held by the general investing public. The third
column contains the ICC series on net funded debt, used by the
Conference Board in its studies; from it are excluded all bonds
held by railroads. Our estimates, given in the second column, are
intermediate in that they include rail bonds held by unaffiliated
railroads for investment purposes but exclude bonds held within
systems of affiliated corporations.

Since the ICC figures are based on uniform accounting data
obtained under a compulsory reporting system, they afford a

2 Estimates of total corporate long-term debt and occasional references
to funded debt for selected years are contained in the following sources:
G. F. Warren and F. A. Pearson, “Commodity Prices,” Farm Economics,
February 1932, pp. 1659-68; Irving Fisher, Booms and Depressions (New
York, 1932), pp. 80, 109, and 174; Lionel D. Edie, “New Year Opens in
Midst of Major Debt Adjustments,” Iron Age, January 5, 1933, p. 25; Evans
Clark, editor, The Internal Debts of the United States (New York, 1933),
pp. 96, 144, and 175; Simon Kuznets, National Income, 1929-32 (Depart-
ment of Commerce—National Bureau of Economic Research, 1934), pp.
236-37; “Estimates of Securities Outstanding in the United States,” Moody’s
Manual of Investments—Industrial Securities, 1937 and earlier years; Donald
C. Horton, Long-Term Debts in the United States, Department of Com-
merce, Domestic Commerce Series, No. 96 (1937); A. G. Hart, Debts and
Recovery (New York, 1938), p. 333; Indebtedness in the United States,
1929-41, Department of Commerce, Economic Series, No. 21 (1942);
Survey of Current Business, September 1951 and earlier issues.

8 Leonard Kuvin, Private Long-Term Debt and Interest in the United
States (New York, 1936); M. R. Gainsbrugh, “Impact of the War on Private
Long-Term Debt,” The Conference Board Economic Record, Vol. V, No. 12
(December 1943).



APPENDIX C 411

unique opportunity to check the accuracy of our data—and, in-
directly, the comprehensiveness of the manual sources. All series
in Table C-6 have virtually the same industry coverage. The ICC
statistics include steam railways of classes I-III, switching and
terminal companies of classes I-III, and nonoperating subsidiaries
of companies in the foregoing six groups; the companies included
correspond closely to our category “railroads,” which is the sum
of “passenger and freight railroads” and “services incidental to
railroads.”™ A minor discrepancy arises from the fact that the ICC
statistics include and ours exclude a few issues held for a short
time by controlling syndicates (syndicates holding a majority of
the voting shares) before they were sold to the general investing
public. The ICC figures are affected, too, by the fact that the
dividing line between current and long-term liabilities has varied
between maturities of one and two years.

Other differences in treatment, which assume more importance
in certain years than in others, disturb the comparability of the
data without vitiating their use as a check on our series. One
important difference is that the ICC includes railroad debt held
by the federal government or its agencies, whereas we exclude
such issues until they are sold to the investing public. Another is
that during the period covered by our statistics the ICC treated
“matured debt unpaid” (defaults of principal) as current liabili-
ties, whereas such issues are treated in our study as funded debt.
Adjustments for the latter difference in coverage have been made
in the estimates in the first column of Table C-68 for 1930 and
after, in which year the ICC began to report separately the
volume of issues matured but unpaid;® but since the volume of
such issues held by the railroad companies themselves is not
given, the net figures in the third column could not be adjusted.
A third difference in treatment, which is of importance only
before the twenties, arises from our exclusion of sterling bonds
and their inclusion by the ICC.

Despite procedural differences, the ICC gross and net estimates

¢For a description of the coverage of the railroad service group, see
page 31 and footnote 7.

5 The statistics on funded debt matured but unpaid are reported only for
class I railroads and switching and terminal companies and their lessors.
The amount of such unpaid debt is not given for class II and III roads,
but it is relatively small.
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generally bracket our figures. The gross estimates always exceed
them; the net estimates always fall short of them, except in 1900,
1915, and 1921-24. The first two years fall in a period when
sterling bonds were outstanding in fairly large volume, and the
latter four years in a period when a substantial volume of rail
bonds was held by the federal government. (We estimate that
federal holdings averaged about $500 to $700 million in the four
years after federal operation of the railroads terminated.) In the
thirties the holdings of the Public Works Administration and
Reconstruction Finance Corporation were also large (together,
approximately $500 million at most times in the period from 1932
to January 1944), but their inclusion in the net figures is roughly
offset by the omission of the public’s holdings of rail bonds
matured but unpaid.®

Although the combined effect of the several differences in treat-
ment is difficult to measure precisely, the evidence indicates
strongly that properly adjusted gross and net estimates would
bracket our series in all years. The conclusion is that our estimates
of rail-bond outstandings are not wide of the mark, and that the
manual sources, from which they were obtained, are reasonably
complete.

Public Utilities

Table C-7 compares the Conference Board estimates for public
utilities with ours. The Conference Board estimates have been
adjusted to include their series for street railways and miscel-
laneous transportation companies, which the Conference Board
normally groups with railroads. The industry coverage of the
series compared in the first two columns of the table is thus
roughly the same: included are electric utilities (electric light
and power, street railway, and telephone and telegraph com-
panies); gas, water, and miscellaneous transportation companies;
and miscellaneous utilities. The third column of the table presents
the Conference Board estimates of “accountable” debt; for the in-
cluded industries, which are all the foregoing except miscel-
laneous utilities and miscellaneous transportation, the Conference
Board had periodic information. The first column contains the

8 The estimate of federal loans to railroads in the thirties is from a recent
compilation by the Financial Research Program, National Bureau of Eco-
nomic Research, made as part of its Government Lending Project.
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accountable items plus Conference Board adjustments for “un-
accountable” debt, for which little information was available.

The Conference Board data for the electric utilities are from
statistics compiled by the Bureau of the Census for the quinquen-
nial years 1902-37, supplemented by annual data from the Inter-
state Commerce Commission, Federal Communications Commis-
sion, and other agencies. The annual estimates for other than
quinquennial years were obtained by linear interpolation or
extrapolation or by the use of sample data. The census figures,
which cover operating companies only, were adjusted to eliminate
intercorporate holdings. The data for gas and water companies
were obtained largely from corporate balance sheets submitted
for tax purposes to the Bureau of Internal Revenue and reported
in Statistics of Income, and are gross estimates in that they include
a varying amount of intercorporate holdings. The estimates for
gas companies before 1926 are extrapolations, as are those for
water companies before 1922. The Conference Board did not
adjust these series to eliminate real estate mortgages or other types
of unfunded long-term debt, but such financing has presumably
been relatively unimportant for utilities.

For the unaccountable items the Conference Board based its
estimates on special balance-sheet tabulations of the Bureau of
Internal Revenue for the single year 1930 (our 1931; see first
footnote to Table C-7). The debt of the miscellaneous transporta-
tion group in that year (estimated at $458 million) was then
made to move backward and forward with total funded debt of
railroads, switching and terminal companies, and street railways,
while the debt of miscellaneous utilities ($1,689 million) was
made to move similarly with total accountable utility debt.”
Unaccountable debt was 16 percent of the total public utility
estimate of the Conference Board at the beginning of 1931, and
the extrapolation of such a large amount raises questions as to the
reliability of the totals for other years.

A further question of reliability concerns the basic 1931 esti-
mate for miscellaneous utilities. The BIR gives no breakdown of
the estimate, but the presumption is that it is composed largely

7 The original data are presented by D. C. Horton, op.cit., p. 65. The
estimates were adjusted by the Conference Board to remove approximately
$600 million of debt of switching and terminal companies that was already
included in rail debt.
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TABLE C-7—Comparison of National Industrial Con-
ference Board and National Bureau Estimates
of Public Utility Bonds Outstanding, 1901-43

(MILLIONS OF DOLLARS )

N.I.C.B. N.B.E.R.
public utilities public utilities N.I.C.B.
(accountable &  (issues of public utilities
YEAR2 unaccountable)® all types)ec  (accountable)®
1901 $1,543 $1,262 $1,171
1902 1,800 1,432 1,385
1903 2,055 1,742 1,600
1904 2,326 1,974 1,825
1905 2,589 2,211 2,039
1906 2,874 2,468 2,276
1907 3,216 2,951 2,557
1908 3,613 3,305 2,889
1909 3,913 3,598 3,125
1910 4,038 3,682 3,222
1911 4,330 4,044 3,461
1912 4,623 4,471 3,702
1913 4,935 4,987 3,968
1914 5,191 5,238 4,182
1915 5,368 5,424 4,330
1916 5,612 5,564 4,526
1917 6,111 5,778 4,966
1918 6,480 5,918 5,289
1919 6,812 6,085 5,578
1920 7,171 6,381 5,888
1921 7,543 6,578 6,192
1922 8,105 6,911 6,675
1923 8,275 7,044 6,819
1924 8,808 7,524 7,267
1925 9,348 8,003 7,719
1926 9,941 8,632 8,233
1927 11,124 9,429 9,255
1928 12,204 10,547 10,191
1929 12,473 11,027 10,423
1930 12,866 11,465 10,761
1931 13,068 12,350 10,921
1932 138,377 12,780 11,190
1933 13,691 12,872 11,461
1934 13,593 12,509 11,383
1935 13,547 12,170 11,349

1936 13,567 12,111 11,429
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TABLE C-7 (concluded)

(MILLIONS OF DOLLARS)

N.I.C.B. N.B.E.R.

public utilities public utilities N.I.C.B.

(accountable &  (issues of public utilities
YEARY unaccountable)® all types)e  (accountable)?
1937 $13,249 $12,170 $11,181
1938 12,996 11,667 11,000
1939 13,211 11,964 11,255
1940 13,127 11,652 11,210
1941 13,314 11,594 11,316
1942 13,591 11,369 11,575
1943 13,207 . 11,372 11,250

@ National Bureau figures are for January 1. National Industrial Con-
ference Board figures are for December 31 of the preceding year or for
end of fiscal year nearest thereto.

b Data for 1933-43 are from M. R. Gainsbrugh’s “Impact of the War
on Private Long-Term Debt,” The Conference Board Economic Record,
Vol. V. No. 12 (December 1943), Tables 4 and 5, p. 366. Data for
earlier years are from Leonard Kuvin’s Private Long-Term Debt and
Interest in the United States (New York, 1936), pp. 14 and 36. In addi-
tion to industries normally classified by the Conference Board as public
utilities, street railways are included in “accountables” and miscellaneous
transportation companies in “unaccountables.”

¢ From Table A-1.

of the debt of operating and holding companies that could not be
classified elsewhere because their activities covered several fields.?
To the extent that the debt of both operating and holding com-
panies is included there would be a duplication, since no correc-
tion was made to eliminate intercorporate holdings. According
to Horton, the decline of $600 million in the debt of the miscel-
laneous utility group between the beginning of 1931 and the
beginning of 1932 was largely the result of an increase in the
number of corporations submitting balance sheets on a consoli-
dated basis in 1932. If so, intercorporate holdings in 1931 would
have totaled at least $600 million. And that, as Table C-7 shows,
is roughly the amount of the discrepancy between our estimate
for 1931 and the Conference Board total for accountable and
unaccountable items in that year. A duplication of about $600

8 D. C. Horton, loc.cit. Other minor types of industries are also included.
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million in the basic 1931 estimate would, of course, put the Con-
ference Board totals (i.e. the series including the debt of miscel-
laneous utilities extrapolated to other years) generally above
ours. Table C-7 shows that usually to be the case; our estimates
are bracketed by the two Conference Board series in most years.
Considering the degree of approximation involved and the magni-
tude of the discrepancies, the comparison gives no reason to
doubt the accuracy of our series.

Industrials

Unfortunately, reliable statistics against which to check our esti-
mates on industrial outstandings are not available. For the sake
of completeness, the Conference Board estimates are presented in
Table C-8. Although covering essentially the same minor industry
groups as our estimates (manufacturing, mining, trade, and serv-
ice), they differ in so many other important particulars that it is
impossible to effect even a rough reconciliation for most years.

The principal differences between the Conference Board esti-
mates and ours are as follows:

(1) The Conference Board figures for most years and for most
industry groups are gross estimates based on corporate balance-
sheet data submitted for tax purposes to the Bureau of Internal
Revenue.® Since the returns were made on an unconsolidated
basis in all years except 1926-33, and since no attempt was made
to eliminate duplicating debt (intercorporate holdings, pledged
bonds, treasury bonds, bonds authenticated but unissued, etc.),
such debt figures are generally biased upward as compared with
our net estimates.!’

(2) The Conference Board estimates refer to corporate debt
measured from the obligor’s point of view, and ours to the private
sector’s holdings of such debt. Hence the Conference Board in-
cludes, and we exclude, debt instruments held by the federal
government. Although the aggregate volume of government hold-

o Willford I. King’s gross debt estimates, which are based on samples
adjusted to the BIR data in the twenties, were used for the period 1909-25.
See The National Income and Its Purchasing Power (National Bureau of
Economic Research, 1930), p. 199. Estimates for later years are based on
gross long-term debt figures as reported in Statistics of Income.

10 For comments on some of the weaknesses of the BIR gross data in
estimating net funded debt, see Indebtedness in the United States, 1929-41,
Department of Commerce, Economic Series No. 21, pp. 86-88.
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TABLE C-8—Comparison of National Industrial Conference
Board and National Bureau Estimates of Industrial
Bonds Outstanding, 1901-4.3

(MILLIONS OF DOLLARS)

N.B.E.R. N.B.E.R.
N.IC.B. industrials N.1.C.B. industrials
indus- (issues of indus- (issues of
YEAR2 trials® all types)e YEAR® trials® all types) ¢
1901 $2,422 $ 380 1924 $4,701 $4.,907
1902 2,481 937 . 1925 5,259 5,093
19083 2,539 1,089 1926 5,485 5,363
1904 2,599 1,340 1927 5,623 5,939
1905 2,657 1,434 1928 6,384 6,591
1906 2,716 1,562 1929 7,206 6,596
1907 2,776 1,704 1930 7,639 6,151
1908 2,839 1,843 1931 8,109 6,306
1909 2,902 1,968 1932 7,836 6,150
1910 2,963 2,143 1933 7,254 5,686
1911 3,048 2,296 1934 6,910 5,250
1912 3,172 2,521 1935 6,232 4,881
1913 3,269 . 2,606 1936 6,883 4,396
1914 3,312 2,622 1937 7,592 4,175
1915 3,388 2,682 1938 8,293 3,870
1916 3,501 2,648 1939 6,779 4,182
1917 3,617 2,763 1940 6,715 4,048
1918 3,746 2,887 1941 6,882 3,901
1919 3,862 2,998 1942 6,684 3,759
1920 3,995 3,028 1943 6,381 3,748
1921 4,160 3,701
1922 4,292 4,313
1923 4,397 4,656

a National Bureau figures are for January 1. National Industrial Con-
ference Board figures are for December 31 of the preceding year or for
end of fiscal year nearest thereto.

b Data for 1935-43 are from M. R. Gainsbrugh’s “Impact of the War
on Private Long-Term Debt,” The Conference Board Economic Record,
Vol. V, No. 12 (December 1943), Table 1, p. 364. Data for earlier years
are from Leonard Kuvin’s Private Long-Term Debt and Interest in the
United States (New York, 1936), p. 36.

¢ From Table A-1.

ings is not easily estimated, it has been of increasing importance
since the emergence of the Reconstruction Finance Corporation,
the Federal Reserve System, and other federal organizations as
agencies for the financing of industry.
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(3) The Conference Board estimates embrace other types of
long-term securities not considered as funded debt within our
definition. No adjustments were made by the Conference Board
to eliminate unfunded debt other than mortgage loans, e.g. term
loans and other long-term notes payable to banks, although such
debt has increased markedly since the mid-thirties. Adjustments
to eliminate direct mortgage loans were made very roughly, by
applying against the total debt of each industry group the average
of the ratios of nonmortgage to total debt, obtained from capital-
stock tax data for the three years 1922, 1924, and 1925. These
ratios show great instability for the trade group and mining.*!
Moreover, the use of a single deflator for each industry group
over such a long period is questionable and may have resulted
in a considerable upward bias in the early years.

(4) As the result of an industrial reclassification by the BIR,
the Conference Board estimates for the service group prior to
January 1, 1939 include real estate bonds secured by apartment
houses, office buildings, etc.*? Such issues are specifically excluded
from our series in all years.

(53) The Conference Board had no data on the funded debt of
the service and trade groups (including real estate) before 1926,
and therefore extrapolated the trend in these data backward on
the basis of movements in all other types of debt (total farm and
nonfarm mortgage debt plus funded debt). For years prior to
1910 no data were available on the other two components of
industrial debt—manufacturing and mining—and the trend was
extrapolated backward from the 1910-20 data.

In view of the facts that the industrial estimates of the Con-
ference Board are entirely extrapolations in the first decade of
the century, that the service and trade series are extrapolations
before 1926, that the mortgage correction may be inadequate for
the early years, and that no correction was made for duplicating
debt, the Conference Board industrial series does not appear to
be a reliable check on the accuracy of our estimates through the
period under study. Our work with the manual sources suggests

11 For trade the ratios were 72.7 percent in 1922, 51.2 in 1924, and 37.2
in 1925, or an average of 53.7; for mining they were respectively 80.1,
90.3, and 82.2, or an average of 84.2 percent.

12 Statistics of Income for 1938, Treasury Department, Bureau of In-
ternal Revenue (1941), part 2, p. 248.
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that our figures may be somewhat too low for the first five or
ten years of the century but are reasonably correct for later
years. Our series agrees best with the Conference Board estimates
in the twenties when BIR data were reported on a consolidated
basis, when government holdings were negligible, when informa-
tion was available to the Conference Board for all minor industry
groups, and when the assumed ratios of funded debt to total
debt were probably most reliable. The discrepancies widen there-
after and are large in the late thirties and early forties. But from
the rather sketchy information available, they do not appear un-
reasonable. For example, the greatest discrepancy ($4.4 billion
in 1938) is largely accounted for by real estate bonds (approxi-
mately $2 billion), intercorporate holdings (approximately $1
billion), and loans from government agencies, term loans, etc.
(approximately $1 billion).?® Similarly, for other recent years
rough reconciliations are possible. The fact that our cash-flow
estimates compare favorably with the SEC’s also suggests that
our figures for the thirties and forties are tolerably accurate
measures of the volume of industrial bonds held by the domestic
investing public.

13 The 1939 BIR service group shows a decline of slightly under $2
billion as compared with 1938, principally because of the reclassification
of the real estate group in that year. The estimate of intercorporate hold-
ings is inferred from a special BIR tabulation of bonds of domestic corpora-
tions held by various classes of corporations in 1933 and reported by D. C.
Horton, op.cit., p. 103, The estimate of term loans is inferred from data
in Neil H. Jacoby and R. ]J. Saulnier’s Term Lending to Business (National
Bureau of Economic Research, 1942). Estimates of government loans are
from special tabulations of the Government Lending Project, Financial
Research Program, National Bureau of Economic Research.





