
INSTITUTIONAL INVESTORS

Financial institutions other than commercial
banks perform an important role in credit and
capital markets by mobilizing the savings of
individuals and channeling these funds among
various types of investments. As a result, the
flow of savings to these institutions and the
allocation of these funds to various investments
are important determinants of interest rates and
prices of securities.

Tables 26-28 present selected balance sheet
data for three major types of financial institu-
tions—mutual savings banks, savings and loan
associations, and life insurance companies.
These were selected for presentation from
among the various types of intermediaries both
because of their importance in the capital mar-
kets and because of the availability of reliable
data on a monthly basis for a considerable
number of years. Tables 29 and 30 show data
on assets of pension funds, supplied by the
Securities and Exchange Commission.

MUTUAL SAVINGS BANKS

Table 26 presents data compiled by the Na-
tional Association of Mutual Savings Banks on
the assets and liabilities of all mutual savings
banks in the United States; the figures are
for end-of-year, 1945-63, and end-of-month,
1947-63. Mutual savings banks are mutual
thrift institutions chartered by individual States,
primarily those in the northeastern part of the
United States. They have no capital stock
or stockholders. Incorporators provide initial
guaranty and expense funds, and under stated
conditions these funds may be returned to
them out of subsequent earnings. Most de-
posits in mutual savings banks take the form
of passbook savings. After expenses of opera-
tions are paid, all earnings are either dis-
tributed as interest to depositors or added to
reserves (surplus).

Types of investment permitted. Investments
of mutual savings banks are subject to limita-
tions imposed by the State of charter. Although

restrictions vary somewhat among States, the
following major types of investment are gener-
ally permitted:

U.S. Government securities.
Federal agency securities (not guaranteed).
Securities of State and local governments in the

United States, provided the issuer meets certain re-
quirements relating to geographic location, popula-
tion, debt/assessed value ratio, earnings, and so forth.

Securities of Canadian Government and of interna-
tional organizations payable in U.S. funds that meet
specified requirements.

Corporate bonds, limited generally to those of in-
vestment grade and/or of issuers that meet specified
requirements relating to size, earnings, debt service
coverage, and so forth.

Corporate stocks, provided the issuer meets the
specified financial requirements. Generally there is a
limit on aggregate holdings of stocks, and this limit
is usually a relatively small proportion of deposits
or of surplus.

Mortgage loans (generally first liens only) with
some restrictions relating to the geographic location
of the borrower, except for loans underwritten by the
U.S. Government.

Types of assets and liabilities shown. The
following paragraphs describe the principal
assets and liability categories shown. More de-
tailed breakdowns of some items are available
from the compiling organization.

Loans are net of valuation reserves. Mortgage
loans: Those secured by a mortgage on real property,
including loans guaranteed by the Veterans Adminis-
tration or insured by the Federal Housing Adminis-
tration, as well as conventional loans. Other loans:
Primarily instalment loans to individuals for residential
repair and modernization and instalment and single-
payment loans to individuals for personal expenditures
in some States.

U.S. Government securities: Direct and guaranteed
obligations.

State and local government securities: Obligations
of U.S. States and their political subdivisions.

Corporate and other securities: Corporate debt and
equity obligations, certain obligations of the Canadian
Government and its subdivisions and of the Interna-
tional Bank for Reconstruction and Development and
Federal agency issues not guaranteed by the U.S.
Government.

Cash assets: Vault cash, balances with other banks,
and cash items in the process of collection.

Other assets: Real estate, including bank premises,
and furniture and fixtures.

Deposits: Represents primarily passbook savings
deposits, but also includes small amounts of other time
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deposits and of demand deposits in the few States per-
mitting savings banks to offer such deposits. Deposits
may also be classified in a slightly different manner. For
example, in the reports of the National Association
of Mutual Savings Banks, the bulk of accounts are
classified as regular accounts, but there are also
special accounts consisting primarily of Christmas
and other club, industrial payroll, and school savings
accounts.

Monthly data for other loans, cash assets,
other assets, other liabilities, general reserve
accounts, and total assets and liabilities are not
available until June 1947. In addition, monthly
figures on holdings of State and local govern-
ment securities and of corporate and other
securities are not available separately until
December 1951. General Reserve accounts and
other liabilities are also combined for the
period July-November 1947. The data shown
were compiled from reports submitted to the
National Association of Mutual Savings Banks.
They may differ slightly from other published
data compiled on the basis of reports filed with
Federal and State bank supervisory agencies on
a less frequent basis.

SAVINGS AND LOAN ASSOCIATIONS

Table 27 presents estimates prepared by the
Federal Savings and Loan Insurance Corpora-
tion on the assets and liabilities of all savings
and loan associations in the United States. The
figures are end-of-year 1945-63, end-of-quarter
1950-54, and end-of-month 1955-63.

Types of associations. Savings and loan asso-
ciations—also known as cooperative banks,
building and loan associations, and savings
associations—are thrift associations chartered
by individual States or by the U.S. Govern-
ment. Of the 6,248 associations in operation
at the end of 1963, 4,419 were insured by the
FSLIC; 1,968 were Federally chartered (all
insured by FSLIC) and 4,280 were State-
chartered. All of the Federally chartered asso-
ciations and 3,509 of the State chartered were
mutually owned. Such associations accept de-
posits in the form of share capital. These are
legally considered shares in the association, and

holders of shares are owners rather than credi-
tors, as* are depositors in banks.

The remaining 771 State-chartered associa-
tions had some form of permanent stock own-
ership. These associations were located pri-
marily in four States—California, Texas, Ohio,
and Illinois.

Investments of associations are subject to
restrictions imposed by the chartering govern-
ment. In general, Federally chartered asso-
ciations, which in recent years have held
somewhat more than half of the assets of all
associations, may invest in U.S. Government
obligations, securities of the Federal home loan
banks and the Federal National Mortgage
Association, loans secured by the share ac-
counts of association members, and first
mortgage loans on real estate. Collateral for
the latter must be geographically located within
the association's regular lending area (generally
within 50 miles of its home office prior to
1964, 100 miles thereafter), except that this
restriction is relaxed when the mortgage loan
is Federally underwritten. Federal associations
have no general authority to purchase cor-
porate securities or to make consumer or busi-
ness loans not secured by real estate. With
the Housing Act of 1964, however, their au-
thority was broadened to permit investment
in (1) general obligation bonds of State and
local governments, (2) participation or other
instruments of, or fully guaranteed by, the
Federal National Mortgage Association or any
U.S. agency, and (3) loans to college students
for their education.

State-chartered associations are subject to
limitations that are similar, but generally less
restrictive, than those imposed on Federally
chartered associations. In some instances they
have authority to invest in corporate and in
State and local government bonds, and the
geographic area where they may lend is larger.

Types of assets and liabilities shown. The
following paragraphs describe the asset and
liability categories shown.
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Mortgages: All first mortgage loans on real prop-
erty; before 1958; mortgages are shown net of mort-
gage pledged shares, and asset items will not add to
total assets and liabilities because the latter are shown
gross—that is, without deduction for pledged shares.
Beginning with January 1958, both mortgage loans
and total assets are shown on a gross basis.

U.S. Government securities: Direct and guaranteed
obligations.

Cash: Vault cash and bank deposits, including
deposits with Federal home loan banks.

Other assets: Nonmortgage loans, obligations of
Federal home loan banks and of the Federal National
Mortgage Association, real estate owned and sold
on contract, furniture and fixtures, and any corporate
or State and local government securities held by
State-chartered associations.

Borrowed money: Advances from Federal home
loan banks, loans from commercial banks, and any
other borrowed funds.

Loans in process: Undisbursed portions of closed
loans included in assets.

Before 1950, data for most items are esti-
mated on the basis of annual reports only. Be-
ginning with 1950, data are estimated on the
basis of monthly reports from insured associa-
tions and of annual reports from noninsured
associations. Data on reserves and undivided
profits, loans in process, and other liabilities
are not available separately for most months
before 1959.

LIFE INSURANCE COMPANIES

Table 28 presents estimates prepared by the
Institute of Life Insurance for assets of all U.S.
legal reserve life insurance companies. State-
ment-value figures are shown for end-of-year
dates 1945-63, and book-value figures for end-
of-month dates beginning with 1947.

Types of companies and investments. Life
insurance companies are chartered by individ-
ual States. They may be mutual—the more
important group in terms of assets—or capital
stock companies. Legal reserve companies are
those operating under State insurance laws
specifying a minimum basis for the reserves
that a company must maintain on policies in
force.

Life insurance company investments are gov-
erned by the laws and regulations of the State
that charters the company and also by the

regulations of other States in which they are
licensed to do business. Although these regula-
tions vary, insurance companies are generally
authorized to hold a wide variety of invest-
ments provided the investments meet specified
quality standards and provided the companies
stay within certain restrictions as to the aggre-
gate invested in certain types of securities.

The most significant change in recent years
in regulations governing life insurance com-
pany investments has concerned common
stocks. For many years companies doing busi-
ness in New York State had been prohibited
from owning common stocks, but during the
period since 1951 this regulation has been lib-
eralized. The result is that by early 1963 life
insurance companies were permitted to own
common stock up to 5 per cent of their assets
or 50 per cent of their surplus.

The values shown in Table 28 for end-of-
year dates are in accordance with State regula-
tions for annual statements, with investment-
grade bonds valued at amortized cost, and
stocks and unamortizable bonds valued at end-
of-year market value. Monthly figures are based
on book value of ledger assets, with adjust-
ments for interest due and accrued and for dif-
ferences between market and book values
generally included in the figures for total assets
and for other assets.

Types of investments shown. The following
paragraphs describe the asset classifications
shown; in most instances the Institute of Life
Insurance publishes breakdowns of the cate-
gories shown in the table.

U.S. Government securities: Direct and guaranteed
obligations.

State and local government securities: Obligations
of U.S. States and their subdivisions.

Foreign government securities: Securities of for-
eign central governments and their subdivisions, as
well as securities of international organizations.

Business securities: Bonds: Long-term bonds, notes,
and debentures of both domestic and foreign corpora-
tions, short-term commercial and finance company
paper, and securities of U.S. Government agencies not
guaranteed by the U.S. Government. Stocks: Common
and preferred stocks of both domestic and foreign
corporations.
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Mortgage loans: All loans—both Government-
underwritten and conventional—secured by real prop-
erty.

Policy loans: Loans to policy holders secured by
the cash-surrender value of insurance policies.

Real estate: Both company-used and investment
properties.

Other assets: Cash and bank deposits, due and
deferred premiums, equipment leasebacks, collateral
loans, accounts receivable, and, for the monthly fig-
ures, adjustments for interest due and accrued and
for changes in the market value of investments.

PENSION FUNDS

Although some employers set up funds in the
early part of this century into which they
made contributions for retirement pensions for
their employees, the sharp growth in pension
fund reserves has been a post-World War II
phenomenon. There are two broad types of
pension funds: public—those trust funds estab-
lished by Federal legislation with the U.S.
Government as a trustee, and funds established
by State and local governments; and private—
largely for employees of private corporations.

Public pension funds. Most of the public
pension fund systems administered by the Fed-
eral government grew out of legislation enacted
during the early 1930's. Contributions to these
funds are made by both employer and em-
ployee. Coverage as well as benefits of these
Federally administered funds have been
broadened over the years, and at the present
time almost all working adults are covered by
one of the programs. All reserves of these
public pension funds are invested in U.S. Gov-
ernment securities.

Although most employees of State and local
governments are now covered under Federal
Old Age and Survivors Insurance, many are
also covered by funds set up by these govern-
mental units. (See Table 29, page 182.) Until
the late 1950's the reserves of most of these
funds were invested largely in Federal and
State and local government securities. But since
then regulations governing their investments
have been extensively liberalized in most States,
and they have become very important buyers

of corporate bonds, and, starting in 1962, net
sellers of municipal obligations. For the most
part these funds are still prohibited from pur-
chasing corporate stocks, and at the end of
1963 their mortgage holdings were still small.

Corporate pension funds. Generally speak-
ing, pension benefits for employees of most
small firms are acquired through the purchase
of insurance contracts either for each employee
separately or through a blanket contract for all
employees combined. These reserves are com-
mingled with the other reserves of life insur-
ance companies; the investment holdings of
these companies are shown in Table 28. The
funds of most large corporations, however, are
usually not insured, and responsibility for mak-
ing over-all investment decisions rests with
trustees. Usually the trustees of these funds
are appointed in equal number by management
and union, but in some cases all trustees are
appointed by either management or union.

Over the years the investment policies of
these funds have shifted. Initially their reserves
were invested primarily in U.S. Government
and high-grade corporate bonds acquired in the
public market. But in recent years most funds
have become very important purchasers of
common stocks. Now they rank second only
to investment companies as holders of such
securities—and their current rate of growth
in such holdings is larger than that of invest-
ment companies. On the other hand, there are
still a few funds that do not permit investments
in common stocks. Another important recent
development is the acquisition of corporate
debt issues directly from the issuer.

Since the beginning of 1955, the Securities
and Exchange Commission has collected an-
nual data on the investments of noninsured
corporate pension funds. Figures on a market-
value basis begin with 1955, but those on a
book-value basis (usually cost of acquisitions)
cover the period beginning with 1951. Both
of these series are shown in Table 30 for the
years through 1963.
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