
less important in the production of hard goods, such as 
metals, machinery, and motor vehicles. Since demand for 
nondurables is less sensitive to fluctuations in income than 
durables (it is easier to postpone the purchase of a new 
refrigerator than it is this week’s grocery shopping), the 
District’s concentration in this field should also dampen 
cyclical swings somewhat.

Our two charts give us additional information, how
ever. The left-hand panel of each of them shows the U. S.- 
District comparison in 1940, twenty years earlier. At that 
time, the differences between the two areas were much 
greater. Since 1940, however, the rapid growth of fabri
cated metals, electrical machinery, and transportation 
equipment plants has caused the District’s economy to be
come: (1) more diversified and (2) more like the rest of 
the country. This should mean that, relative to the U. S., 
recessions in the District are longer and deeper and ex
pansions shorter and smaller now than at the beginning 
of the period. To put it another way, the District’s busi
ness cycle of 1960-63 should be more like that of the 
nation as a whole than were earlier cycles.

Will the Pattern Change?
If the economic structure of the District continues to 
change in the future as it has in the past, the District is 
likely to become more sensitive to cyclical forces than 
formerly. Agriculture tends to be a stabilizing factor, be

cause price supports act to prevent wide swings in farm
ers’ incomes. But if agriculture continues to decline in 
importance, this factor will diminish. To some extent, 
growth in the trade and service occupations may take its 
place; but increased reliance on manufacturing should 
work in the opposite direction, particularly if durable 
goods production continues to gain in importance. Four 
out of the five District manufacturing industries that grew 
most rapidly between 1947 and 1958— electrical machin
ery, transportation equipment, stone, clay, and glass prod
ucts, and fabricated metals—were durable goods indus
tries.

The growth of such industries will tend to raise in
comes, as they usually pay higher wages, and they may 
also help to absorb labor released from those industries 
in which employment has been declining, such as textiles, 
lumber, and primary metals. Unfortunately, the durable 
goods industries are the most unstable cyclically because 
both their employment and output tend to decline further 
during recessions than is true of nondurables. A rapid 
overall rate of growth, such as the District experienced 
in the mid-fifties, would tend to cushion the effect of re
cessions, however. If we continue to grow industrially and 
to develop the heavier, more unstable industries, mainte
nance of a high rate of growth will become all the more 
important. L a w r e n c e  F .  M a n s f i e l d

J a c k  L .  C o o p e r

District Trends in Corporate Financing
Security issues registered with the Securities and Exchange 
Commission by corporations headquartered in the Sixth 
Federal Reserve District declined $100 million in 1962 
from their 1961-dollar volume. This drop followed a de
cline of more than $146 million in dollar volume between
1960 and 1961. Data for the first half of this year suggest 
a further decline in 1963. Moreover, actual sales of such 
securities by District businesses declined sharply relative 
to total corporate issues sold by all American firms.

The issue and sale of corporate securities is an im
portant means of mobilizing a region’s savings and of 
importing outside funds for private business use. Changes 
of this magnitude are, thus, of considerable interest to 
those persons concerned with the availability of investment 
capital in this area.

Total Volume of Securities Issued, 
1959 to Mid-1963

During this period, the District’s local businesses filed reg
istration statements for securities amounting to over $2 
billion. Regular issues to be offered publicly, as distin
guished from small issues exempt from registration under 
SEC’s Regulation A, accounted for 97 percent of the total. 
As shown in the table on the right, 89 percent of the total 
dollar volume of securities registered were sold. However, 
there was a striking disparity between the ratio of success 
in marketing larger “public” issues and in marketing the 
smaller “Regulation A” issues. While 91 percent of the

former offerings were sold during this period, only 46 per
cent of Regulation A issues were sold.

Corporate Securities Issues 
by Business Firms Headquartered in the 

Sixth Federal Reserve District 
Ja n u a ry  1 9 59 -Ju n e  1963

Total U.S.
Total Registered with SEC Total Sold* Issues Sold Ratio of

(Millions of $) (Millions of $) (Billions District
Year All Public Reg. A All Public Reg. A of $) to U.S.
1959 495.1 484.8 10.3 476.6 471.1 5.5 9.8 5.1
1960 599.7 579.1 20.6 575.0 564.2 10.8 10.2 5.9
1961 453.4 430.9 22.5 377.7 366.4 11.3 13.1 3.5
1962 353.7 340.2 13.5 266.0 262.0 4.0 10.8 3.3
1963 132.7 129.4 3.3 124.6 123.8 .8 6.3 2.1

(6 Mos.)
Total 2,034.6 1,964.4 70.2 1,819.9 1,787.5 32.4 50.2 4.1
Percentage

Distri
bution 100.0 96.6 3.4 100.0 98.2 1.8

Percent of Filings
Actually Sold 89.5 91.0 46.2

*A11 sales recorded in year filed, even though partial sales occurred in 
subsequent years.
Sources: Tabulated from data supplied by SEC, Investment Bankers’ Asso
ciation, M oody’s In dustrial M anual, M oody’s B ank and F inance M anual, 
and The C om m ercial and F inancial Chronicle.

The table also reveals that changes in the annual vol
ume of securities sales by businesses in this District dif
fered significantly from the total volume of U. S. corporate 
securities sold between January 1959 and June 1963. Such 
sales by District businesses reached a peak of $600 mil
lion in 1960, after which annual volume declined sharply. 
In contrast, 1961 was the peak sales year for total cor
porate issues in the nation as a whole. Moreover, while
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sales of total corporate issues for the U. S. dropped sharply 
in 1962 from the 1961 peak, figures through June 1963 
indicate substantial recovery has taken place. In contrast, 
the annual sales volume of District private corporate issues 
continues to decline. The extent of this decline is pointed 
up by comparing the volume of District security issues sold 
with the U. S. total: This ratio fell from a high of 6 percent 
in 1960 to 2 percent for the first half of 1963.

Does this mean that businesses in the Sixth District 
no longer require as much outside capital? Have they been 
willing but unable to sell additional securities? What kinds 
of securities have sold best in recent months? What kinds 
of businesses have found it most difficult to raise equity 
capital since the stock market stringencies of 1962? Analy
sis of the types of issues offered and the timing of such 
offerings provides some clues to the answers.

Types of Issues
Over six-tenths of the total dollar volume of securities 
issues registered by District businesses since 1959 has 
consisted of bonds and notes. The bulk of these offerings 
was made by public utilities whose investment programs 
were at a peak in 1959-60. In the latter year, filings of 
debt securities accounted for $431 million of the $575 
million of securities sold. Since 1960, however, the annual 
total of such debt securities sales has steadily declined. 
Thus, a significant part of the overall decline in District 
securities sales may be ascribed to reduced need for cor
porate funds, since there is no question about the ability 
of public utilities to sell their debt securities.

Common stock issues registered during the period 
January 1959 to June 1963 totaled $667 million and ac
counted for one-third of the aggregate value of securities 
registered. The peak year in this category was 1959, when 
the volume filed was $207 million. Registrations of com
mon stock in 1960 and 1961 were somewhat reduced, 
although still above $150 million in each year. It was in
1962, however, that volume of these marketings slumped 
sharply, falling from $162 million in 1961 to $104 mil
lion in 1962. Volume in the first half of 1963 was reduced 
still further, amounting to only $36 million.

Why the Decline?
One of the most widely appreciated facts of the current 
recovery is the high-level flow of internal funds generated 
by the corporate business sector. Does this mean that Sixth 
District businesses, like many giant national corporations, 
have found themselves with ample cash and no longer 
wish to sell securities? The table showing ratios of securi
ties sold to those registered for sale indicates otherwise. 
It also indicates that small businesses, those most likely 
to attempt to raise capital through small securities issues 
under Regulation A, were most severely penalized.

This was particularly evident in 1962, when the severe 
stock market slump occurred in May and June. So far in
1963, it also appears to be true when the ratios for larger 
public issues and Regulation A issues are compared. The 
ratio of sold-to-registered securities of the former recov
ered from 75 to 94 percent between 1962 and first-half 
1963, while the ratio for Regulation A issues declined 
from 30 percent to 24 percent. From these comparisons

Sales of Corporate Securities 
as a Percentage of Registrations, 

by Year and by Type of Filing
Sixth Federal R eserve D istrict

Year All Issues
Regular 

Public Issues

Exempt, 
Regulation A 

Issues
1959 96.3 97.2 53.2
1960 95.9 97.4 52.3
1961 83.3 85.0 50.3
1962 75.2 77.0 29.9
1963 (6 Mos.) 93.9 95.8 24.3

Sources: Tabulated from data supplied by SEC, Investment Bankers’ Asso
ciation, M oody’s In dustrial M anual, M oody’s B ank and F inance M anual, 
and The C om m ercial and F inancial Chronicle.

it would appear that in 1962 and so far in 1963 many Dis
trict businesses attempted to raise additional capital 
through securities sales but were unable to do so. It would 
also appear that very small businesses were most severely 
inhibited in raising desired capital.

Types of Security Issuers
In addition to issuing the bulk of debt securities within 
this District, public utilities also account for a sizable 
share of equity issues. Typically, these are public offer
ings of preferred stocks of operating companies and sales 
of additional common stock to holding company parents, 
the latter of which are not included in this review. Over 
the period 1959 to mid-1963, public utilities offered some 
68 percent of the total dollar volume of such securities 
registered for public sale; the annual ratio ranged from 
59 percent of total dollar volume in 1961 to 76 percent 
in the first half of 1963.

Issues registered by manufacturing concerns head
quartered in the Sixth District, which consisted mostly of 
common stocks, reached their peak for the period in 1961, 
when a total of $52 million was filed. The market break 
of May-June 1962 affected this type of security issue 
severely, so that, for the full year 1962, volume was re
duced to $18 million. Further reduction to $7 million 
occurred in the first half of 1963. Moreover, the length of 
time between filing and sale increased, and the ratio of 
withdrawals to filings rose.

Securities registered by Sixth District businesses other 
than public utilities and manufacturing reached a peak in
1961, when filings amounted to $133 million. Real estate 
and financial firms dominated this “other” category, rang
ing in annual volume from $125 million in 1960 to a 
mere $22 million in first-half 1963. Reaction to the equity- 
market disruption of 1962 has especially inhibited securi
ties sales of this type.

Weathering the Storm
Both debt and equity securities of established, appraisable 
manufacturing concerns are once more being well received 
by the market, although the latter may often be a relatively 
costly means of raising funds. Speculative issues, involving 
mostly services, real estate, or financial enterprises, con
tinue to have little market success. However, some revival 
appears in the offing for public utilities issues. On balance, 
the District’s economy as a whole has weathered a severe 
equity-market disruption rather well.

H i r a m  J. H o n e a
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