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CHAPTER 2

Financial Asset Ownership and the

Flow of Savings and Investment

PART of the wealth owned by individuals consists of financial as-
sets—bonds, stocks, bank accounts, and the like—which are not
items of material wealth in themselves but only claims against
tangible wealth. In some respects, however, their significance is
equivalent to that of the material wealth they represent, and the
processes by which they are created and extinguished are among
those most crucial to the proper functioning of the economy. When
an individual purchases a financial asset, he is in effect allowing
some other individual or company to use his funds. Although the
purchase does not necessarily mean that individual savings are
being channeled into real investment, net increments to the stock
of financial assets owned by all individuals which are not offset by
increases in the cash balances of the issuers (or by decreases in
their indebtedness to the banking system) result in a flow of sav-
ings into real investment, provided the increments do not arise
solely from price increases.

Recent economic thinking emphasizes the tenuous nature of
the connection between saving and investment processes, recogniz-
ing that in a highly industrialized economy a considerable part of
all real investment is performed by persons and organizations other
than those doing the saving. Financial assets provide a link, so
to speak, in the indirect connection between saving and investment.
From that standpoint our interest in the distribution of ownership
of financial assets stems from the fact that analysis of it may cast
some light on the sources of saving and the manner in which in-
dividuals choose to allocate their savings among different outlets.

More specifically, we are interested in determining how different
types of financial assets are distributed among individuals classi-
fied according to their income, their occupation, and the size of
the city in which they reside, stratifications of society which are
regarded as important in accounting not only for the economic
behavior of individuals but also for their actions in other respects.
Apart from the purely descriptive aspect of the problem, we are
interested in discovering functional relationships between the
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characteristics of the individual and his actions as a financial in-
vestor. It is of interest to ascertain whether such functional rela-
tionships exist, even though we may lack the means to obtain pre-
cise quantitative measurements of them. A knowledge of func-
tional relationships in this area is important in many respects, and
it is hoped that the present study will make some contribution to it.

The means by which one may study how individuals with dif-
ferent economic and social characteristics allocate their current sav-
ings among different outlets are distinctly limited, particularly
if emphasis is to be placed on their purchases of corporate stocks.
Individuals may be selected at random from the population and
interviewed to find out how much they saved and what they did
with their savings. Interview surveys from a broad population
base, however, encounter serious difficulties when used as the basis
for estimating dollar value of asset holdings, because of the reluc-
tance of many individuals to discuss their financial position. Since
interview surveys usually encounter poor response in the upper
income groups—the very groups whose holdings of financial assets
bulk largest—quantitative estimates of aggregate holdings are fre-
quently seriously underestimated. Furthermore, unless the sample
is extremely large, there are seldom enough cases for detailed
analysis of the characteristics of the owners of types of financial
assets which are not widely distributed among the population. In
spite of these defects, interview surveys can make a real contribu-
tion to the explanation of the investment behavior of individuals,
particularly in probing the motivation behind investor action.

If dollar value estimates of holdings of the less widely distributed
types of financial assets are desired, together with considerable
detailed information about both the holder and the specific securi-
ties held, one is virtually forced to rely upon information compiled
from record data obtained for other purposes. Such record data
may consist of customer records of brokerage firms, stock owner-
ship records of corporations themselves, or estate and income tax
returns.

In effect, this last source is the one used for the present study.
Estimates of the financial asset holdings of individuals have been
obtained from an analysis of 3,462 Wisconsin state income tax
returns for the year 1949 (single returns, or joint or combined

1 See the work of Butters, Thompson, and Bollinger cited in Chapter 1 (foot-

note 9) for an example of a study designed to overcome the usual difficulties of
interview surveys.
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returns of husband and wife where both reported income). The
fact that specific sources of each item of interest and dividend
income must be reported by the individual taxpayer in that state
makes it possible to estimate, along lines described in Chapter 3,
the value of certain types of financial asset holdings. The particular
merit of this approach is that one can obtain a rather detailed
estimate of corporate stock holdings, and thus cast light upon some
of the problems of equity finance. An allied advantage is that the
upper income groups are well covered by tax reports, so that their
role in business finance can be given due attention.

There are disadvantages to the approach, however. In the first
place, the data constitute only a cross section of financial asset
holdings at one point in time, and do not reveal how current sav-
ings are allocated to investment over a period of time. In the
second place, cross-section studies of individual behavior do not
show, except by implication, how an individual’s actions are affected
by a change in his status. It is thought, for example, that if an
individual’s income increases he will not immediately assume the
behavior characteristic of the new income level as regards saving,
but will instead be influenced by the recency of the change in his
income and by his past income level. Financial investment behavior
probably responds similarly. Nevertheless, cross-section studies do
show the direction which changes are likely to take.

A further complication inherent in studies of the present type
is that they attempt to show how individuals invest their current
savings by an analysis of the composition of assets accumulated
over a period of years. Yet it is clear that (1) individuals may
invest new savings out of income in quite different forms and pro-
portions than are indicated by the forms in which they hold ac-
cumulated assets, (2) the amount originally invested is not shown
when assets are valued at current prices, and (3) the status of
the individual when some of the currently held assets were ac-
quired may have been different from his present economic and social
position. Nothwithstanding these defects, a knowledge of the
distribution of financial assets in relation to the current social and
economic position of the holder is a useful first step in clarifying
some of the relationships between the saving and investment
processes.

In this chapter the object is to give perspective to the analysis
of the asset holdings of Wisconsin individuals by drawing on sup-
plementary sources for over-all information on the characteristics
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of the individuals who provide the bulk of all savings, on the man-
ner in which individuals allocate their savings among different
investment outlets, and on the relationship of their current pur-
chases of financial assets to their total stock. The purpose is not
only to add quantitative perspective to the material which is to
follow, but also to set forth explicitly some of the conceptual prob-
lems which arise when one attempts to infer the sources of savings,
and its allocation, from the distribution of financial asset holdings.

The Sources of S;avz'ng

Net new saving can be contributed to by individuals acting solely
on personal account, by business firms, or by governmental units.
While it is fairly easy to segregate savings originating or being
absorbed in the governmental sphere, it is less easy to distinguish
between individual and business saving. In ‘national income ac-
counting the corporate sphere is treated separately, mainly because
estimates of corporate saving are derived from different sources
than are estimates of personal saving. Most of the saving attributed
to corporations undoubtedly originates in that sphere,? whereas a
considerable amount of personal saving may in fact be business
saving done by the owners of unincorporated firms and left in the
business. In all but the worst periods of depression, when the
owners of unincorporated businesses tend to draw money out of
their firms for personal use, between 10 and 25 per cent of the
saving attributed to the personal sector probably has been saving
by unincorporated business firms.®

In 1949, gross private saving amounted to $37 billion, of which
some $21 billion represented inventory valuation adjustments, capi-
tal outlays charged to current expense, depreciation allowances of
corporations, etc., and $9 billion was undistributed corporate
profits.* The remaining $7 billion probably consisted of $5.3 bil-
lion of saving solely by individuals and about $1.7 billion left in
unincorporated business firms.® If new saving is defined as the

2 The saving done by personal holding companies should probably not be con-
sidered business saving, even though it is done through a corporate form of
organization.

8 Simon Kuznets, National Income and Its Composition, 1919-1938 (National
Bureau of Economic Research, 1941), Vol. I, Table 39, p. 276.

4 Survey of Current Business (Department of Commerce), July 1952, Table 5,
i 51]?‘.;timated by applying the approximate relationship between the saving of
entrepreneurs and of other individuals prevailing in the relatively prosperous

period 1919-28, as shown by Kuznets, to total personal saving in 1949, as esti-
mated by the Department of Commerce.
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saving of individuals plus net unincorporated business saving,
plus corporate undistributed profits, then individual saving in
1949 represented about one-third of the total.® The saving of
individuals, although low in 1949 as compared with other sources
of saving, has historically been the'most important source.?

What are the sources of individual saving? Fortunately there is
fairly good evidence on the relative importance of the different
groups contributing to total personal saving in 1949 in the Survey
of Consumer Finances conducted by the Survey Research Center
of the University of Michigan for the Board of Governors of the
Federal Reserve System.® These data are roughly similar to those
compiled by the Department of Commerce in that they include
an unknown proportion of saving accumulated by unincorporated
business, but they differ in excluding the saving of personal trust
funds and nonprofit institutions.® Some of the findings on the
sources of individual saving are shown in Table 1.

The Survey of Consumer Finances found that in 1949 the one-
fifth of the spending units*® that ranked highest in income ac-
counted for 45 per cent of the total income received by individuals
(Table 1). While that group received nearly half of all income,
it contributed a great deal more than half of all net saving. Indeed,
it provided 131 per cent of total net saving—enough to allow the
lower income groups to spend more than they earned, through
borrowing and disinvestment of liquid assets. The performance of
the top quintile is all the more remarkable since about one-fourth
of its units had zero or negative saving. Thus only about 15 per
cent of the total population contributed positively to the high
amount of saving shown for the highest income quintile.

6 There is reason to believe that prevailing accounting practices result in an
overstatement of corporate net saving in the years following World War II, and
thus that the contribution of individual saving to total new net saving was
probably understated in 1949.

? Kuznets, op. cit., p. 276.

8 “1950 Survey of Consumer Finances,” Federal Reserve Bulletin, November
1950, pp. 1441-55.

9 See ibid., Appendix I, pp. 1452-53 for other differences.

10 The Survey of Consumer Finances uses the concept of a “spending unit”
rather than the family or single person. The spending unit consists of related
persons living in the same household who pool their income for major expenses,
or of a person who lives with relatives but whose finances are separate from
theirs. Hence a family may contain one or more spending units. The Survey also
includes persons living singly in private residences, but excludes residents of
hotels and large boarding houses as well as the institutional population. Thus
there are substantial differences between the Survey of Consumer Finances and

the survey of Wisconsin taxpayers in the definition of the universe and the
sampling unit,
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TABLE 1

Comparative Saving by Income and Occupational Groups
of Spending Units in the United States, 1949

PROPORTION OF TOTAL PROPORTION

PROPORTION OF ACCOUNTED FOR BY OF UNITS
POPULATION OF THE GROUP PERFORM-

CHARACTERISTIC OF SPECIFIED ING POSITIVE

SPENDING UNIT GROUP Net Saving® Income? SAVING

Income Rank, 1949
Highest tenth 10% 105% 30% ] 78%
Second 10 26 15 { ©
Third 10 13 12 70
Fourth 10 8 11
Fifth 10 1 9
Sixth 10 e 8 } 64
Seventh 10 —4 6 ] 50
Eighth : 10 —8 5 {
Ninth 10 —6 3 37
Lowest tenth 10 . —35 1
Occupation

Professional and semi-

professional 7% 12% 11% 69%
Managerial and self-employed 12 54 21 71
Clerical and sales 13 14 . 13 65
Skilled and semiskilled 27 21 28 64
Unskilled and service 12 3 9 55
Farm operator 9 7 7 55
All otherd 20 —11 11 50

All Spending Units 100% 100% 100% 60%

Data are from “1950 Survey of Consumer Finances,” Federal Reserve Bulletin, November 1950,
Tables 2, 3, 4, and 16, pp. 1442-43 and 1448, except the income distribution by occupation, which
was computed from means shown in the Federal Reserve Bulletin, August 1950, Table 2, p. 950.

a Represents positive saving (money income in excess of expenditures) less negative savings
(expenditures in excess of money income).

b Represents annual money income before taxes.

¢ Less than 0.5%.

d Includes farm laborers, students, housewives, protective workers, retired and unemployed per-
sons, and those for whom occupation was not ascertained.

What about the distribution of saving among various occupa-
tional groups? In 1949, spending units in the managerial and self-
employed group—constituting only 12 per cent of the total number
of units—received approximately 21 per cent of the income and
accounted for over half of the total net saving (Table 1). Although
to some extent a high saving level would be expected because of
the high average income level of that occupational group, the
evidence suggests that managerial and self-employed individuals
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save more than other groups irrespective of income. Professional
and semiprofessional persons, whose incomes in 1949 averaged
only slightly less than those of managerial and self-employed per-
sons ($5,350 as against $5,630), may be used as a standard of
comparison. While the professional group saved 5.6 per cent of
their income, the managerial group saved 14 per cent of theirs.**

Conceivably such a result could occur if one of the distributions
contained a few individuals with extremely high incomes while the
other did not, but the apparent differences between the two income
distributions for the different occupations are too slight to suggest
an influence of that kind. Furthermore, the proportion of persons
saving large amounts of their income was considerably greater for
the managerial than for the professional group. One-third of the
units in the managerial and self-employed group had savings of
$1,000 or more in 1949, while less than one-fourth of the pro-
fessional group had savings of that amount.’? It would appear,
therefore, that although high average income may partially explain
the large proportion of net saving accounted for by managerial
and self-employed individuals, income level is not the full explana-
tion of their high saving propensities.

The Flow of Personal Savings into Investment

The flow of savings from their origin in the personal sector of
the economy to their specific use cannot be traced in optimum
detail because of both conceptual and technical difficulties. The
saving of individuals (as has been pointed out) cannot be segre-
gated from the saving of unincorporated business firms. The con-
ventional method of measuring investment used in national income
accounting does not distinguish net new investment expenditures
from expenditures intended only to maintain existing capital; nor
is it possible to segregate investment expenditures paid for out
of saving from those paid for out of borrowed funds. Thus al-
though the totality of funds available from the personal sector for
investment equals the totality of uses of those funds, to isolate
the sources and uses of the saving of individual, exclusive of
borrowed funds and exclusive of expenditures by unincorporated

businesses for maintaining existing capital and for increasing capi-
11 “1950 Survey of Consumer Finances,” Federal Reserve Bulletin, August 1950,
Table 2, p. 950,
12 “1950 Survey of Consumer Finances,” Federal Reserve Bulletin, November
1950, Appendix Table 1, p. 1454.
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tal, is impossible. Even so, available data do reveal some interesting
facets of the flow of personal saving into investment.

Table 2 uses Department of Commerce and Securities and Ex-
change Commission data to reconstruct the saving and investment
activities of the personal sector of the economy in 1949. Included
in the figures are saving and investment by unincorporated business
firms, trust funds, and nonprofit institutions as well as saving and
investment by individuals, with which we are most directly con-
cerned. Net new saving from those sources, plus the depreciation
allowances of unincorporated business firms and the net borrow-
ing by individuals from banks and financial intermediaries, consti-
tute, in our definition, the total of investment funds that became
available within the year from the personal sector.*®

The funds newly available from the personal sector for invest-
ment in 1949—amounting to nearly $27 billion—were invested in
two ways: about two-thirds of the total was invested directly by
the units accumulating the funds, either through purchases of resi-
dential housing or through investment in unincorporated business
firms and farms; the remaining one-third was channeled into finan-
cial assets. The acquisition of such assets represented the contribu-
tion of investment funds by individuals and noncorporate business
to other sectors of the economy. When financial assets increased
by some $9 billion in 1949, both an increase in the claims of the
personal sector against other sectors of the economy and a flow of
investment funds resulted. The acquisition of financial assets thus
originated as part of the process whereby personal saving flows
into investment; but the data in Table 2 do not show what part of
the net change in any given type of financial asset represented a use
of funds arising from individual saving (rather than from indi-
vidual borrowing or from the various activities of noncorporate
business that were also sources of funds).

Other details on the disposition of funds from personal saving
in 1949 are provided by the Survey of Consumer Finances, in data
showing the percentage of spending units that reported additions
to and withdrawals from various types of assets and liabilities
(Table 3). Although the concepts of saving and the basic unit of
analysis differ from those used by the Department of Commerce
and the Securities and Exchange Commission, the results in them-

13 This method of accounting shows only intersector flows and neglects the
changes taking place within the personal sector. Transactions in which individuals

borrow from each other or individuals invest in noncorporate business are
ignored.

32



ASSET OWNERSHIP AND FLOW OF SAVINGS

TABLE 2

Sources and Uses of Net New Investment Funds
of the Personal Sector, 1949

Amount
Sources and Uses (billions)
SOURCES OF INVESTMENT FUNDS
Net saving? $8.99
Depreciation allowances 9.19
Net increases in debt to banks, intermediaries, and
corporations : 8.73
Total Funds for Investment $26.91
USES OF INVESTMENT FUNDS
Direct Investment $16.89
Net purchases of nonfarm houses 7.04
New construction and producers’ durable equipment
expenditures? 10.83
Inventory changesc —0.98
Investment in Financial Assets (net change) 9.16
Currency and bank deposits —1.27
Savings and loan association shares 1.48
U.S. government securities 1.24
State and local government bonds 0.60
Private insurance and pension reserves 3.71
Government insurance and pension reserves . 2.34
Corporate and other securities 1.06
Statistical Discrepancy 0.85
Total Personal Investment $26.91

From Survey of Current Business (Department of Commerce), July 1952,
Table 6, p. 16. Amounts will not always add to total because of rounding.

a Includes saving of individuals, unincorporated business firms, and farmers,
plus the increase in government insurance and pension reserves.

b Includes expenditures by unincorporated business firms, farmers, and non-
profit institutions.

¢ Includes inventory changes of unincorporated business firms and farmers.

selves and in connection with Table 2 indicate some important char-
acteristics of the process whereby individual savings are channeled
into investment.

First, it is shown that the proportion of units adding to their
holdings differs substantially for different types of asset. Nearly
three-quarters of the spending units added to their holdings of life
insurance, while only 3 per cent added to their personal investments
in unincorporated businesses and only 2 per cent increased their
holdings of securities other than federal government bonds. Second,
the data reveal wide differences in the ratio of units increasing to
units diminishing their holdings of particular types of asset. Most
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TABLE 3

Proportion of Spending Units in the United States Reporting Various Types
of Additions to or Withdrawals from Savings, 1949

Proportion of
Units Reporting
Form of Saving or Dissaving Change

Additions to Savings
Increase in liquid asset holdings 26%
Payment of life insurance premium 74
Retirement fund payment 12
Increase in security holdings2
Profits left in unincorporated businessP
Personal investment in unincorporated business®
Farm equipment purchase
Nonfarm home purchase
Other real estate purchasec
Payment on home mortgaged
Home improvement

B I N) L ALND N

i

Withdrawals from Savings
Decrease in liquid asset holdings
Full cash payment from life insurance policy
Decrease in security holdingsa .
Losses from unincorporated business®
Withdrawal of investment in unincorporated businessb
Mortgage for home purchase
Mortgage on other real estate
Sale of houses, farms, and lots

(%]

€O bt N bt et et (O pt

From “1950 Survey of Consumer Finances,” Federal Reserve Bulletin, Novem-
ber 1950, Table 5, p. 1443.

a Excludes holdings of federal securities.

b Excludes farms,

¢ Includes farms.

d Includes full payments.

units reporting changes in their life insurance holdings reported
increases, but approximately as many units reported decreases in
their security holdings as reported increases, and slightly more
units reported decreases in their liquid assets than reported in-
creases. This analysis of the behavior of spending units, when
it is contrasted with net changes in the dollar value of various
types of asset holdings as shown in Table 2, suggests real dif-
ferences in the types of individuals utilizing the various asset forms
as outlets for their savings.

The crucial question involves the characteristics of the individ-
uals who acquired the different financial assets; but the aggregate
figures on net purchases, as well as the percentages of units re-
porting increases and decreases in their holdings of particular types
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of asset, are of little help in that respect. The published tabulations
of the Survey of Consumer Finances indicate that increases in hold-
ings of aggregate liquid assets during 1949.were more prevalent
in the upper than in the lower income groups, and, as might be
expected, that the proportion of units reporting decreases was
slightly greater in the lower and middle income groups than in
the highest income group.* The distribution of current savings
into various outlets other than liquid assets by income, occupa-
tional, and city size groups is not available from the published
material.

The most recent available data giving detailed estimates of the
allocation of current savings are those derived by the 1941 Survey
of Spending and Saving in Wartime. These data for urban families
and single persons are summarized in Table 4, which shows for
each of nine income groups the percentage distribution of the
net change in total assets among various types of asset. Because
the changes in total assets may be caused by changes both in sav-
ings and in liabilities, the data, strictly speaking, do not show
what happened to savings alone. In 1941, which probably was not
a typical year, all income groups with the exception of the two
lowest showed net increases in total assets. The picture is compli-
cated, however, by the fact that except in the two highest income
groups liquid assets other than federal securities were being disin-
vested in that year probably to a large extent for the purchase of
federal government bonds.

Nevertheless, the pattern of distribution of current funds among
investment outlets at various income levels appears fairly regular:
U.S. government bonds and insurance (and presumably other
liquid assets in a more normal year) were the predominant outlets
for accumulated funds in the lower income groups, and investment
in real estate (including owned homes) assumed greatest im-
portance in the middle income groups; investments in nonfederal
bonds and stocks and owned businesses became increasingly im-
portant in the higher income groups. No data have been published
to show the detailed distribution of current funds for investment
according to occupation of investor and size of city of residence.

There is a caveat to analyzing investment holdings in order to
throw light on the saving process. When the flow of funds into
investment results in an increase in the financial assets owned by

14 %1950 Survey of Consumer Finances,” Federal Reserve Bulletin, December
1950, Table 13, p. 1595.
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individuals, these holdings are only partly, and not exclusively, the
result of a saving process. The value of assets is seldom thought of
as merely their original price, especially in times of rising general
prices. Holdings thus represent a sum consisting of an original
purchase price and a sum representing realized and unrealized
capital gains (or losses), arising from changes in the market
prices of assets involved.*®

Turning now to the problem of adequacy of coverage: How
much of the total financial assets held by individuals consists of
types of assets covered by the survey of Wisconsin state income tax
returns of individuals? Table 5 sets forth the estimated value of
eleven types of assets held by the personal sector of the economy.
The figures differ in concept from the estimates shown earlier,
in Table 2, because holdings of trust funds and financial and non-
profit institutions (as well as of corporations) have been excluded.
Holdings of noncorporate business firms, including partnerships,
are included. With allowances for the fact that asset holdings of
partnerships have been omitted from the survey data to be pre-
sented in the following chapters but could not be excluded here,
Table 5 should serve to indicate the relative importance of the
types of asset included in the survey of Wisconsin investors.*®

The items marked by an asterisk in Table 5 are those types
of asset for which ownership estimates may be made from the
Wisconsin individual income tax returns. For the United States
as a whole these assets amount to $211.7 billion, or slightly over
half of the $390.2 billion total for financial assets of all types held
by individuals and noncorporate businesses in the United States.
If we could exclude from Table 5 the financial assets held by non-
corporate business and consider only holdings of individuals, it is
likely that the percentage represented in the survey based upon
tax returns would be even larger, since the excluded types of assets
might be chiefly those which are impossible to trace through state
tax returns—assets such as currency, demand deposits, insurance,
and U.S. government securities.

15 Since the market price of corporate stocks is affected at least theoretically
by their book value, which frequently is, in turn, affected by additions to surplus
from undivided profits, it is interesting to note that some changes in the market
value of corporate stocks arise through corporate saving and thus are reflected
in any analysis of personal saving which uses values of financial asset holdings
as basic data.

16 One further exception should be noted: the survey data do not include
financial assets of noncorporate business held solely in the name of the business.

Thus, securities held by noncorporate business firms would be included in
Table 5 but excluded from the survey results shown in later chapters.
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TABLE 5

Estimated Amount of Financial Assets Held by Individuals
and Unincorporated Business Firms in the United States, 1949

Amount
Held

Type of Financial Asset (billions)

1. Currency $23.3
2. Demand deposits 39.2
3. Time deposits 55.8%
4. Savings and loan association shares 11.8*
5. U.S. government securities ’ 47.0
6. Private insurance 60.0
7. Government insurance 9.0
8. Notes, mortgages, etc. 30.6*
9. State and local government bonds 6.0*
10. Corporate bonds? 7.0*
11. Corporate stocksP 100.5*
Total $390.2

Asterisks mark types of asset for which estimates of individuals’ holdings can
be made from Wisconsin tax returns.

Items 1 through 5 are from “Estimated Liquid Asset Holdings of Individuals
and Businesses,” Federal Reserve Bulletin, July 1953, p. 720. Items 6 through
9 are unpublished staff estimates of the Board of Governors of the Federal Reserve
System. Holdings of corporations, trust funds, and financial and nonprofit institu-
tions are excluded. Other sources are noted below.

a Estimated from data of total outstandings in The Volume of Corporate Bond
Financing since 1900, by W. Braddock Hickman (Princeton University Press
for the National Bureau of Economic Research, 1953), Table A-1, p. 251. The
original figure has been adjusted upward by $3.4 billion to include bonds
of finance and real estate firms, and then reduced by $30.6 billion to exclude
bonds held by financial intermediaries ($28.4 billion) and by trust funds ($2.2
billion).

b Estimated from Table A-2 of The Share of Financial Intermediaries in Na-
tional Wealth and National Assets, 1900-1949, by Raymond W. Goldsmith (Na-
tional Bureau of Economic Research, Occasional Paper 42, 1954). The original
figure, which excludes intercorporate stock holdings, has been reduced to 23.6
per cent estimated to be held by financial intermediaries (op. cit., p. 69).

Summary

In an attempt to give perspective to the detailed analysis of the
investment practices of individuals which is to follow, data from
supplementary sources have been presented in order to give the
reader some basis for estimating the quantitative importance of the
area under investigation as well as some acquaintance with the
problems and concepts involved in such a study. It has been shown
that even in 1949, when corporate saving was at a high level,
individual saving accounted for about one-third of the total “new”
savings available for investment. If the part of the saving attributed
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to unincorporated- businesses that rather should be assigned as
personal saving could be included in the calculation, the importance
of the personal sector as a supplier of new funds for capital forma-
tion would appear even greater. Furthermore, it is evident that a
relatively small number of family units headed largely by persons
in the highest income quintile—a group with a heavy concentration
of managerial and self-employed persons—account for the highest
proportion of personal saving. Of the total of funds from individ-
ual saving in 1949, augmented by borrowed money and to some
extent by the saving of unincorporated businesses, about two-
thirds was applied to direct investment outlets such as purchase or
construction of real estate, or capital expenditure by unincorporated
business, and the remaining third to investments in financial assets.

The acquisition of financial assets by the personal sector rep-
resents the transference of funds to other sectors of the economy—
the corporate sector and government. The financial assets of in-
dividuals are diverse, including types as different as currency, bank
deposits, insurance, bonds, and corporate stocks. It is also ap-
parent that such assets differ widely in their appeal to various
strata of the population.

The following chapters will attempt to trace the ownership of
certain types of financial assets by utilizing data on interest and
dividend receipts obtained from a sample of the Wisconsin state
income tax returns of individuals. The types of assets which can
be traced from the tax returns include time deposits, savings and
loan association shares, nonfederal debt obligations, and corporate
stocks: assets that account for about one-half of the total of all
financial assets held by the personal sector (excluding holdings of
trust funds, financial institutions, etc.). By observing the distribu-
tion of those assets among different economic and social groups as
shown by the sample, the analysis will provide, it is hoped, addi-
tional insight into the investment patterns of individuals.

39



