
JUL 2 5, 1957 

The Honorable Charles A. Vanik, 
House of Representatives, 
Washington 25, D, C, 

Dear Mr. Vanik: 

This i s in response to your request of July 16, 1957, 
in which you asked for my comment on two questions that you had 
submitted in the hearings before the House Banking and Currency 
Committee on the Financial Institutions Act of 1957. 

1. Is there any foundation in reports that substantial 
amounts of investment capital have gone into temporary 
refuge pending a stabil ization of the current inf la
tionary sp i ra l , thereby avoiding entailment before 
interest rates reach their most productive levels in 
a free money market? 

There i s no evidence that investment funds have gone into 
"temporary refuge". In fact, the r ise in interest rates over the 
past year and a half has attracted a record volume of funds into 
capital markets. Funds made available to corporate borrowers in 
the f i r s t half of t h i s year were one-third larger than in the f i r s t 
half of 1956, and funds provided to State and local government bor
rowers have been one-tenth larger than last year. 

In meeting these large demands for funds, many financial 
Institutions appear to have become heavily "loaned-up". I t i s r e 
ported that forward investment commitments by l ife insurance com
panies are at record levels relat ive to the companies' cash inflows. 
Holdings of cash and of United States Government securities by com
mercial banks, savings and loan associations and mutual savings 
banks are a much smaller share of the to t a l assets held by these 
inst i tut ions than ear l ie r . Individuals are allocating much more 
of their savings to direct investment in corporate and municipal 
securities than they did a year ago. All the evidence available 
indicates that the r ise in returns offered to Investors has sub
stant ia l ly increased the volume of savings made available to bor
rowers seeking long-term funds. 
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Demands for funds, however, continue to exceed the to ta l 
amount of savings the community i s wi l l ing to make available for 
these purposes. As can be expected in a free market economy, the 
intense competition for funds has resulted in increases in the price 
of money for most borrowers, and a drying-up of funds available for 
those investments where rates are s e t , through administrative order 
or leg is lat ion, below prevailing market levels . 

2. What i s the extent in dollars of the internal genera
t ion of investment capital by American corporations 
through the sale of treasury-held stock, and what i s 
the percentage increase in such internal generation 
during the past f ive years? 

Ho s t a t i s t i c s are available as to the issuance or sals of 
treasury-held stock by corporations, Data compiled by the Securities 
and Exchange Commission on security issues do not distinguish sales 
of treasury stock from other i ssues . We have no information that 
would enable us to answer this question, 

I am sorry that we cannot give you more definite repl ies 
t o these specific questions. If there i s any further information 
that we can supply you, we shal l be glad to endeavor to do so . 

Sincerely yours, 

(Signed) Wm. McC. Martin, Jr. 

Wm. McC. Martin, Jr. 

WT: lim 
7/25/57 

cc; Miss Muehlhaus 
Mr. Cherry 
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