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This series of papers is intended to provide reports on the progress of the 
Cambridge Growth Project undertaken at the Department of Applied Economics 
of the University of Cambridge. The aim of the project is to study quantitatively 
in as great detail as possible the present structure and future prospects of the 
British economy, the possibilities of stimulating its rate of growth and the 
problems to which this would give rise.

Work on this project was started in 1960. Its continuation was made possible
by a grant from the Ford Foundation, which has now been generously renewed.
The National Economic Development Office also contributes to its support. In
1963 the Bank of England and other institutions in the City of London made
grants to be devoted to a study of the specifically financial aspects of the 
economy.
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The project is under the direction of Richard Stone, P.D. Leake Professor of 
Finance and Accounting. The members of the group working on the parent pro
ject are at present:

Alan Armstrong 
Terence Barker 
Michael Green 
Owen Hooker

Richard Lecomber (seconded)
Colin Leicester 

Lucy Slater 
Kenneth Wigley

The members of the group working on the financial study are at present:

Jack Revell 
Denis Gray 
John Moyle 

Frank Townson 
Michael Wright (seconded)
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FOREWORD

The waiter one tips probably has a hundred or so in some remote 
company; the will of the eminent labour reformer reveals an 
admirably distributed series of investments; the bishop sells 
tea and digs coal, or at any rate gets a profit from some un
known personas tea-selling or coal-digging . . .

H. G. Wells
Anticipations Reaction of
Mechanical and Scientific Progress 
upon Human Life and Thought. 1902.

This paper is the first in our series to deal exclusively with the financial aspect-of our work. It 
takes up the question of the distribution of the ownership of ordinary shares among the main 
sectors of the economy. Such a study Is evidently of considerable Interest In Itself, particularly 
when, as in the present case, it is possible to get behind the registered holders of shares and 
estimate the distribution of beneficial ownership. But valuable as such information is, it may
fairly be asked how It fits into our Programme.

The answer Is that It is a single but important element in establishing sector balance 
sheets for Britain. Since 1962, when we published our original social accounting matrix, SAM, 
for 1960, we have devoted some of our resources to revising this matrix and to constructing 
similar matrices for 1954 and 1963 in order to see, in some detail, how the structure of the 
British economy is changing. In our work for 1963 (the date is determined by the fact that there 
was a full census of production in that year), we are planning to expand our original matrix not 
only by elaborating what we have done in the past but also by introducing sector balance sheets.



FOREWORD

It is our belief that any developed accounting system for a national economy requires

balance sheets, which record stocks, as well as accounts which record flows. If one takes serious

ly the financing problems posed by any plan of future economic growth, it is essential to be able

to form a quantitative view of the portfolio patterns favoured by the various sectors of the econo

my. Without such information, which can only be obtained from sector balance sheets, it is most

unlikely that we shall be able to analyse the flows of funds between sectors and, therefore, the

financing problems that we are likely to encounter.

Those of a practical turn of mind may object that we are still far removed from a realisa

tion of these distant aims. No sensible person would disagree, but this is not a reason for re

nouncing distant aims. An excessive preoccupation with immediate issues, which leaves no time

for enlarging our general understanding, is the enemy of scientific advance and, for this very

reason, a hindrance to practical improvement.

This paper is mainly the work of Jack Revell and John Moyle, who have already spent

many years laying the foundations for a quantitative analysis of national financial problems. The

continuation of their research within the framework of our Programme has been made possible

by the generosity of the Bank of England and other institutions in the City of London.

Cambridge Richard Stone

June 1966
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A U T H O R S ’ P R E F A C E

This paper reports the results of a survey on the holders of quoted ordinary .shares, for which 

the basic Information was obtained by analysing 176 share registers In companies' transfer 

offices. The work of recording the shareholdings Included in the sample was carried out in the 

summer of 1964 and was virtually completed by the autumn of that year. The mass of data re

corded presented a formidable task of editing and punching, and further delays were caused 

partly by teething troubles associated with the Installation of the University's new computer 

TITAN and partly by the need to summarise some of the data on desk calculators before they

could be fed into the computer.

Many people helped during the course of the survey, and we have a lengthy list of 

acknowledgements. Our thanks are due firstly to the Council of the London Stock Exchange for 

making two grants towards the cost of the survey and for providing the details of the valuation 

of all securities for March 1963, from which we drew our sample of companies. The Council 

also kindly allowed us to see before their publication some of the results of the survey of per

sonal shareholders which it had commissioned. The New York Stock Exchange kindly provided 

details of Its Censuses of Shareowners.

Our thanks are also due to the registrars of the companies In the sample, who allowed 

us to work In their offices and helped in many ways. Most of the banks and other bodies which 

operate nominee companies and act as corporate trustees kindly split a number of nominee and 

trustee holdings over categories of beneficial ownership.

Among our colleagues in Cambridge, Alan Brown, Callaghan OHerlihy and Geoffrey Shaw 

advised on sampling procedure, and Harry Burley and Lucy Slater were responsible for computer
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programming. Peggy Chenery and Mary Whinnerah edited the data. Marion Clarke supervised the

desk calculating. The punching of data was carried out by Ann Dackombe and Elliott Brothers

(London) Ltd. The work of recording entries from the share registers was carried out in London

by Joyce Biggar, Jean Cronyn, Jean MacDonald, Margaret Rich and Elizabeth Wells. The work

in other towns was done by Eunice Buchanan, Frances Bostock, Enid Furness, Iva Howard

Susan Knox, Katherine Margerison, June Ord, Marjorie Tew, Stephanie Tobias, Frank Townson,

William Wallace and Betty Williamson.

Cambridge Jack Revell

June 1966
l!

John Moyle
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T HE  N A T U R E  A N D  R E S U L T S T H E  S U R V E Y

1. THE BACKGROUND

So far in our Cambridge Growth Project all the results which we have published have related to 

the 'reaP side of the economy; they have been concerned, that is to say, with the production, 

consumption, accumulation, export and Import of goods and services. Finance has played a some

what shadowy role both In our social accounting matrix, SAM, for I960 [2] and In our projections 

to 1970 [3]. For each sector we have estimated total saving and total Investment In capital goods, 

but we have not enquired into the processes by which the saving of one sector has been made 

available to finance the Investment of another sector. This had long struck us as a serious omis

sion, and we were very glad when the opportunity arose In 1963 to extend our research into the 

field of finance. This paper presents the first results of our work on the financial side.

Our research into the financial aspects of economic growth follows the same basic method 

as the work which we have been doing on the real side of the economy, and has the same two 

stages. The first stage is the preparation of an accounting framework within which to organise 

the quantitative facts about the present situation. Only when this has been completed can we 

proceed to the second stage, projection into the future. Projection does not mean prophecy; it

means examining the consequences of making certain assumptions about economic growth and 

Indicating the directions in which the economy Is likely to grow. Naturally, what happens In the 

field of finance will be largely a reflection of what happens on the real side of the economy, 

and the model of the financial system which we construct for purposes of projection w ill be 

closely tied to the computable model of economic growth which has been our main concern in the 

Cambridge Growth Project. But events In the financial sphere are not a direct reflection of events 

in the fields of production and consumption, and it is because fiancial forms and relationships
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THE NATURE AND RESULTS OF  THE SURVEY

are not uniquely determined by the changes in the level and distribution of production and con

sumption that we have a separate financial problem to consider. In formulating a computable

model for the financial side of the economy we have very little experience of our own of other

economists to guide us, and we shall undoubtedly have to experiment before we hit on the best

form of model.

The survey of the holders of quoted ordinary shares which is described in this paper Is a

small part of the work on the first stage, the preparation of the accounting framework for the

year 1963. We do not need to go into the details of this framework here, except to say that it will

include sector balance sheets, showing holdings of financial assets and liabilities at a point1  A  A  g  O  X  A 1 A  C X I X  ̂  & C X  1  a .  C J  O  L  O  a i l U .  a t  A  p u l u t

in time, as well as tables showing transactions In financial claims during a period. Whether they 

contain balance sheets or transactions accounts, the tables w ill all have the same two-way

layout with a classification by sectors (Including the various financial intermediaries, such

as banks, Insurance companies and so on, which have not so far been separately distinguished

in SAM) In the columns and a classification by types of financial claim (British government

stocks, ordinary shares, mortgages and so on) In the rows. Correspondingly, there are two ways

of arriving at the Information to be Incorporated In these financial tables. By far the commoner

way is to concentrate on the sectors and add together statements by the various bodies in each

sector on their holdings or transactions. But it is also possible to concentrate on the claims by

determining from the registers of holders the sector ownership of each type of claim. This has

been the way followed in the present survey.

This second method of arriving at financial statistics has two great advantages: first,

it enables one to obtain figures for sectors like the personal and overseas sectors, from which

It is virtually Impossible to collect direct information, and, second, it enables an estimate to be

made of the market values of holdings as against the book values often found In published balance

sheets. These two advantages ensure this method a place in the armoury of those who are trying

to piece together tables of financial statistics, despite the severe disadvantage that the registers

of holders do not always tell us who owns a particular claim, since the registered holders are

often nominees or trustees for others.

We already had considerable experience of using surveys of the registers to arrive at a

picture of sector ownership for a variety of financial claims In the year 1957. The results of

these surveys for quoted ordinary shares and local authority securities were published in [7,

13, 14], but we had also carried out similar surveys for all other types of company security, both
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THE BACKGROUND

quoted and unquoted. The present survey was built on this experience, and is an improved version 

of the first one which we had undertaken, that relating to ordinary shares quoted on the London

Stock Exchange [7].

2. THE METHOD

When we carried out our first survey of the holders of quoted ordinary shares in 1957, we 

used the registers of shareholders which companies are required by law to deposit with the 

Registrar of Companies at the Board of Trade. The difficulties involved with this version of the 

share registers are difficulties of timing, because the registers show the position fourteen days 

after the annual general meeting and hence cover a number of different dates throughout the year. 

In the present survey we were particularly anxious to determine the position at two exact dates, 

31 December 1962 and 31 December 1963, so that we could deduce the transactions of different 

types of holder during the calendar year 1963. The only way this could be done was to use the 

copies of the registers which are maintained by companies as working records in their transfer 

offices. Naturally there is a fairly heavy concentration of company transfer offices in London, 

but we also had to visit offices throughout the country, from Plymouth in the south to Dundee in 

the north.

At the time of our survey, the companies with ordinary share capital quoted on the London 

Stock Exchange numbered 3,604, and the registers of these companies contained in- all between 

14 and IS million entries. It was obvious that the survey had to be on a sample basis because 

the cost, both in money and time, of analysing this number of entries would have been astro

nomical. The sample'with which we eventually worked consisted of rather more than 140,000 

shareholdings for each of the two dates, or very roughly one per cent of all the shareholdings 

on all the share registers. Whenever a company had made a scrip issue during 1963, we had to 

collect additional data showing the position just after the scrip issue, so that altogether we had 

around 300,000 items of primary data, a body of figures quite large enough to present severe 

data processing problems even with an electronic computer.

For the benefit of those who are interested in the technical details of sample design a 

fairly full description of the sampling methods used is given in Appendix B, so that only a very 

brief outline is called for here. It was decided that the most economical way of securing a 

manageable volume of data was to conduct the sample in two stages: first to draw a sample of 

companies with ordinary share capital quoted on the London Stock Exchange, and second to draw

i f ' f i

a
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T H E  N A T U R E  A N D  R E S U L T S  O F  T H E  S U R V E Y

a sample of shareholders from the registers of each of the companies selected at the first stage.

(It is not strictly accurate to use the term 'companies' because some companies have more than

one share issue quoted — A and B shares, for example -  and each share issue was treated se

parately; the practical significance of this factor is very small, however, and we shall continue

to use the term 'companies'.) Effectively, what we did was to regard the share registers of all

the 3,604 companies as one gigantic register, and to take roughly one in every hundred of the

entries.

The basic characteristic of the material dealt with in this survey is the high degree of

concentration of total market value in relatively few hands. Among the companies, the three

largest, in terms of market value of ordinary share capital, account for more than 10 per cent of

the total market value of all companies, and the largest thirty-nine account for 37 per cent. At

the other end of the scale, the smallest 2,134 companies (roughly 60 per cent of the total number

of companies) contribute less than 5 per cent to total market value. The same phenomenon is

apparent within the company registers, where a few large holders account for a relatively high

proportion of the total market value. Thus in the thirty-nine largest companies, which never have

less than 20,000 shareholders on their register, the twenty largest shareholders typically hold

between 5 and 25 per cent of the company's total market value. In the smaller companies the

degree of concentration is even greater: in three-quarters of these companies the twenty largest

shareholders hold more than half of the company's total market value.

The amount of error implicit in any sampling procedure depends on two main factors

the absolute size of the sample and the degree of variation of the individual items in the sample.

It follows that the best way of reducing sampling errors for a given size of sample is to ensure

that all the very large Items are dealt with separately, so that the variation of the remaining

items Is reduced. This led us to rank all the companies quoted on the Stock Exchange In order

of total market value and to divide them Into strata, or ranges of size. We then picked out the

thirty-nine largest companies and successively smaller fractions of the lesser strata to give a

total sample of 184 companies. Thus we had 184 share registers to examine. Within each register

It was not practicable to rank all the shareholdings in order of size and take different fractions

of the holdings in each size range. All we could do was to ensure, with the help of the company's

'large holders lis t ', that none of the very large holdings was overlooked. The general approach

to sampling the remainder of the shareholdings within each register was to vary the sampling

fraction inversely with the size of the company: within the larger companies we examined a
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T H E  M ETH O D

smaller proportion of the holdings than within the smaller companies. Our aim was never to allow 

the size of the sample for a company to fall below a certain size, and when the number of holders

was less than 500 we generally included all the holdings.
When the holdings to be included in the sample had been selected, certain details were

recorded for each. For all the sample holdings, we recorded the amount of the holding at 

31 December 1962 and at 31 December 1963, with a ^niT entry at either date if the holding had 

been formed or sold out during 1963. For personal holders, who represent about 90 per cent of all 

shareholders, we did not record names but sorted the holdings Into groups according to whether 

the holding was recorded in the name of a man, a woman, a husband and wife or several joint 

holders, but with non-personal holders we recorded the name of the holder as well, so that we 

could allot it to the appropriate category at the editing stage. When the primary data had been 

coded to indicate the category of the holders, the material was fed Into the University’s computer 

TITAN for processing.

The use of an electronic computer was perhaps the biggest improvement In this survey as 

compared with the 1957 one. With the use of desk calculators the amount of analysis of the prim

ary data is severely limited, but an electronic computer opens up endless possibilities for ex

tracting useful Information from the primary data. We used these possibilities to the full. We had 

an elaborate system of coding, which gave us Information on the holdings of various sub-groups 

of holders within our main categories ; we computed the differences between holdings at the end 

of 1962 and at the end of 1963 to give some idea of the extent of net purchases or sales during 

the year; we were able to incorporate a calculation of the sampling error for nearly all the results, 

so as to give some Ide^ of their accuracy; and we were able to work in terms of both numbers of 

holdings and market values of holdings. What we could not do, of course, was to analyse share

holders according to characteristics not recorded in the share registers. Many of the surveys on 

share ownership which have been conducted both In this country and In the United States have 

concentrated on the characteristics of the Individuals who own ordinary shares — their income, 

age, education, other forms of savings and so on. This would have required a separate postal 

survey or a series of interviews with shareholders, which seemed an unnecessary expenditure of 

time and money since this particular, aspect has been well covered by other surveys [9, 21].

3. A FIRST LOOK AT THE RESULTS

Perhaps the single most interesting and useful result of this survey is a tabulation

. <
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T H E  N A T U R E  AND  R E S U L T S  O F  T H E  S U R V E Y

Table I.l

BENEFICIAL OWNERS, 31 DECEMBER 1962 AND 31 DECEMBER 1963

Category of owner

B 1.

B 2.

B 3.

B 4.

B 5.

B 6.

B 7.

B 8.

B 9.

B 10.

B 11.

B 12.

B 13.

1. Persons

2. Executors and trustees

3. Insurance

4. Pension funds

5. Investment trusts

Unit trusts

7. Banks

Stock exchange

9. Other finance

10. Charities and non-profit

11. Non-financial companies

12. Public sector

13. Overseas

Total

Market values
(£ million) Percentages

1962 1963 1962 1963

9508 11220 41.2 40.8
3229 3628 14.0 13.2
2264 2750 10.0
1379 1761

1705 2037

1268 1403

1462 1921

23091 27498 100.0 100.0

showing who owned ordinary shares at the two dates covered by the survey. This Is given in

table I .l above. The categories distinguished In this and the succeeding tables are defined in

Appendix A. It should be noted that since some of our tables relate to beneficial owners and some

to registered holders, we have thought it best, for clarity, to indicate the former throughout by

a B and the latter throughout by an R.

In looking at the figures given in table I .l , two points should be borne in mind. First, the

analysis in this table is In terms of beneficial ownership of the shares. This is something which

cannot be derived directly from the registers because a very large part of the registered holders

are acting as nominees or trustees for other holders. The various steps necessary to move from

an analysis of registered holders to one of beneficial owners are described In chapter II, but
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FIRST LOOK AT THE RESULTS

some idea of the magnitude of the task can be gained from the fact that roughly one-third of the 

value of all shares is involved in the re-shuffle. Even so the exercise has not succeeded com

pletely, since many of the holdings attributed to banks and stock exchange firms will be those

of their customers.
The second point concerns the accuracy of the different figures. There are standard 

statistical techniques for assessing the size of the errors caused by sampling, and these were 

applied to the estimates of the holdings of registered holders. This whole question is gone into 

in chapter VI, and the only point to be made here is that the figures are not all equally accurate. 

Because personal holdings are far more numerous than those of any other category, the estimates 

for persons are fairly reliable, but when we come to categories like charities, whose holdings are 

few, the range of error is very wide: for that category, in fact, all we can say is that the value 

of its registered holdings in 1963 lies somewhere within the range of £323 million to £693 million. 

There are further errors involved in moving from registered holdings to beneficial ownership. 

Without raising the cost of a survey beyond all reason, these errors cannot be avoided. This 

means that we must use caution in interpreting the results, not that the whole exercise Is useless. 

Much of the Information obtained from this survey could not be got in any other way, and figures 

from other sources are often equally uncertain, particularly In terms of market value. In fact, 

as we shall see in chapter VI, it is only for investment trusts and unit trusts that more reliable 

estimates are available elsewhere.

Despite the sampling errors, the picture presented In table I.l Is roughly what we had 

been led to expect. One of our main interests was to verify that the personal sector (persons, 

executors and trustees of personal trusts) was gradually running down Its holdings of ordinary 

shares in favour of the large financial institutions and other types of holder. This cannot be de

termined with certainty from this table, because the changes between 1962 and 1963 could have 

been due solely to price changes in the different shares, but in chapter III we try to trace sales 

and purchases during 1963 and to compare the results of this survey with those of the survey 

for 1957. It Is quite clear, however, that the personal sector has been running down Its direct 

holdings of ordinary shares and moving into indirect holdings through Insurance companies, 

pension funds, Investment trusts and unit trusts. Nevertheless, the personal share of the total 

market value of quoted ordinary shares remains very high, and even by the present time (1966) it 

has probably not fallen below fifty per cent.

pattern of share ownership in Britain shown in table I.l can be compared with

^ ■ * 4  - -
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THE NATURE AND RESULTS OF THE SURVEY

Table 1.2

SHAREOWNERSHIP IN THE UNITED STATES, EARLY 1965

Note: Derived from an unpublished tabulation made available
by the New York Stock Exchange.

analogous information for the United States, given in table 1.2 above. The figures in this table,

which are based on the 1965 Census of Shareowners conducted by the New York Stock Exchange

[11], are not quite comparable with ours, for three reasons: first, they relate to a different year;

second, they include holdings of preferred stock (less than 2 per cent of the total); third, they

do not make a clear distinction between beneficial owners and registered holders. The figure

for persons and trustees, however, includes all shares which are beneficially owned by persons,

whether they are registered directly or under the names of brokers and dealers or nominee com

panies, and so this figure can be compared with our estimates for the personal sector (persons.

executors and trustees) in Britain as shown in table I.l. The proportion owned by this sector is

somewhat higher in America than in Britain -  61 per cent against 54 per cent -  but it is declin

ing over time, as in Britain: in early 1962 it was 63.9 per cent.^  A  A  A X  I  W  X X X  X  X  V V %  X X X  •  X X X  W  V X  X  X  «  ^  ^  X V  *  t  V X  W  W  *  '  ^  X  ^  X X  V  V

The American analysis unfortunately does not enable us to go beyond the personal sector
« X 1 1  X I  I t  1because the non-personal holdings registered under nominees (corporate trustees, brokers and

dealers and nominee companies) are not further subdivided, so that their allocation among Insti

tutions, overseas and others cannot be specified.
In chapters IV and V the totals given in table I.l are analysed In a number of ways :
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A FIRST LOOK AT THE RESULTS

chapter IV examines the composition of the various categories of holders and owners, and chapterV 

explores the different holder patterns which emerge when the companies are grouped by size, 

industry and other characteristics. Some of these results can be summarised briefly. If we con

centrate on personal holdings, we can see from chapter IV that of the holdings registered in the 

names of persons (other than executors), just over SO per cent by value were owned by men and 

just under 48 per cent by women, leaving less than two per cent for holdings apparently held 

jointly by husband and wife. It is already clear from table LI that roughly one-quarter of ttie total 

value of personal holdings is not owned directly by individuals but is held by executors o mder 

some kind of trust. Chapter V shows that personal holdings are greater in small companies than 

in large, the percentage by value being about 46 per cent in the largest companies and around

60 per cent in the smallest. Personal holdings account for above-average proportions of the
«

market value in bank shares, insurance shares and non-voting shares. In the last case this prob

ably reflects the aversion of the institutions to non-voting shares on principle — the proportions 

held by insurance companies and investment trusts are well below average. Exactly the opposite 

situation holds for steel shares, in which the personal share is below average and the share of 

institutions markedly higher than average.
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NOMINEES AND TRUSTEES

1. THE EXTENT OF THE PROBLEM

When we summarised the results of the survey in table 1,1 of the last chapter, we gave our

estimates of the holdings of quoted ordinary shares according to categories of beneficial own

ership. This is obviously the information in which we are interested, but the picture that emerges

from analysing the entries in the registers is quite different. This picture, with a few adjust

ments, is shown in table II.1 opposite. The adjustments, consisting of a re-allocation of joint

personal holdings (other than husband-and-wife) and of bank designated accounts, are based on

direct information received from the holders and affect principally R 1, R2 and R7,

There are two main differences between the distribution of registered holders given in

this table and that of beneficial owners given in table 1,1. First, In table II.l two new categories,

nominees companies and corporate trustees, make their appearance. Second, unit trust and stock

exchange show no holdings because they always use nominee companies or corporate trustees.

It will be noticed that nominee companies and corporate trustees account between them for nearly

22 per cent of the total market value of all quoted ordinary shares, but in the nature of things

they cannot be beneficial owners of any of these shares. At the same time, the holdings registered

under them can be in the beneficial ownership of any of the other categories. From this it follows

that a survey of registered holders which did not go beyond the information given In the share

registers would under-estimate the holdings of virtually all categories of beneficial owners.

Since analysing the sector distribution of beneficial ownership was one of the main

purposes of our survey, we spent a great deal of effort in trying to get behind the screen of

nominee registration In order to determine the beneficial ownership. As we shall see, the problem

is not limited to nominee companies and corporate trustees: there are many other types of
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THE EXTENT OF THE PROBLEM

Table lU

REGISTERED HOLDERS, 31 DECEMBER 1962 AND 31 DECEMBER 1963

Category of holder

Total

Market values 
(£ million) Percentage

R 1. Persons 8797 10368 38.1 37.7

R 2. Executors and trustees 2691 2989 11.7 10.9

R 3. Insurance 2087 2535 9.0 9.2

R 4. Pension funds 611 811 2.6 2.9

R 5. Investment trusts 708 877 3.1 3.2

R 6. Unit trusts — — — —

R 7. Banks 216 236 0.9 0.9

R 8. Stock exchange — — —

R 9. Other finance 575 719 2.5 2.6

R 10. Charities and non-profit 433 508 1.9 1.8
R 11. Non-financial companies 893 966 3.9 3.5
R 12. Public sector 363 463 1.6 1.7
R 13. Overseas 801 1098 3.5 4.T)

R 14. Nominee companies 4367 5271 18.9 19.2
R IS. Corporate trustees 549 657 2.4 2.4

registered holder who are not beneficial owners of the shares registered in their names. Although 

this seems largely a technical question, the effort to allocate nominee and trustee holdings 

throws an interesting light on several aspects of share ownership.

2. REASONS FOR NOMINEE REGISTRATION

At first sight it seems peculiar that company legislation, which makes elaborate provision 

for the public inspection of share registers of even the smallest companies,not only at Companies 

House in London or Edinburgh but also at the registered transfer offices of the companies, should r • ,
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NOM/ZVEES AND TRUSTEES

permit shares to be registered in names other than those of the beneficial owners. This situation

comes up for discussion every time there is talk of revising company law, and the main point

made is invariably that of concealment. There is no doubt that nominee registration provides a

convenient cloak for those who do not wish their ownership of the shares of a particular company

to be known: to a greater or lesser extent, nominee registration facilitates the building up of

shareholdings prior to a take-over bid and the dealing in a company's shares by those with inside

knowledge. Although this is a social and political question of importance, It is not our main

concern here. It Is true that the nominee holdings for which concealment Is the prime motive are

likely to be large holdings in terms of value, but the London clearing bankers and the Scottish

bankers were undoubtedly right in their evidence to the Jenkins Committee on Company Law

Reform [4] when they stressed the Importance of convenience as a motive. The word 'conveni

ence' covers a number of quite distinct reasons for choosing to register shares in the names of

a nominee company or corporate trustee, and it is interesting to trace these reasons.

By far the greatest part of nominee registration is in the names of bank nominee com

panies, and we can begin our examination of motives by considering the history of these com

panies. They first became important in the period between the two wars. At the time, banks

granting an overdraft against collateral of stock exchange securities normally transferred the

securities into their own names, using two or three local bank officials as registered holders for

the purpose. This was a very Inconvenient method because It Involved altering the registration

of the holding every time a bank official retired or moved to another branch, and the banks soon

hit on the device of using a corporate body, a nominee company, to provide continuity of registra

tion. Although stock exchange securities are still used to a great extent as collateral for a bank

overdraft, this particular motive for nominee registration is not nearly so important as It used

to be. Nowadays English banks do not normally transfer the securities Into their own names,

but content themselves with holding a signed and undated transfer form. Under Scots law It is

difficult to obtain an equitable mortgage on moveable property, and securities held as collateral

still represent a sizeable proportion of the nominee holdings of Scottish banks. Even In England

some institutions tend to leave some of their securities on permanent registration with a bank

nominee company to facilitate occasional borrowing, and most of the stock exchange holdings,

as well as some of the holdings of investment trusts and other financial institutions, can be ex

plained in this way.
Banks have come to provide a wider range of services in recent years, and one that has
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REASONS FOR NOM INEE  REGISTRATION

received some publicity Is the management of investment portfolios. When a bank manages a 

portfolio it does not necessarily transfer all the securities into the name of its nominee company 

or executor and trustee company, but a large proportion of such holdings will nevertheless be 

thus transferred. Even without undertaking the actual management of a portfolio, banks often 

perform useful investment services for their clients, and for these nominee registration Is often 

essential. An unsophisticated investor or one who travels a lot will welcome the assurance that 

he will not miss rights issues, and active investors will be pleased to have the clerical work 

of executing transfers taken off their hands. Even a large and active investment trust could be 

managed almost by one man with a slide rule if he did not have any clerical work to do.

A slightly different point arises over the sealing of transfers. Many corporate bodies have 

elaborate procedures for Impressing the official seal on transfer documents In the presence of 

directors or senior officers, and an institution building up a holding by piecemeal purchases on the 

market might well prefer to use a nominee company until the holding was complete and then

execute one sealed transfer Into its own name.

The other field in which banks have made much progress recently is that of executor

and trustee work; they act as joint or sole executors under wills and as joint or sole trustees 

for pension funds, charities and family settlements. Unit trusts are a special case, since by 

Board of Trade regulation their securities must be vested In the trustees, who have to be a cor

porate body — invariably a bank or insurance company. These different types o{ executor and 

trustee work give rise to a number of different forms of nominee registration. Some banks have 

parate executor and trustee companies, others use a special nominee company and yet others 

register the securitle-s In the name of the bank. On the advice of the banks we adopted the rough 

rule of thumb of regarding all holdings In which the name of a bank is coupled with that of'one 

or more individuals (one form of designated' account) as joint executorships or trusteeships 

of family trusts.

When dealing with the history of bank nominee companies, we mentioned the Inconveni

ence of having a group of individuals as joint holders of securities, and this brings us on to 

what Is probably the largest single cause of nominee registration of one sort or another. Under 

English company law only a legal ^person' can be the registered holder of an ordinary share or 

other security issued by a company. Thus only individual p "sons and Incorporated bodies are 

acceptable as registered holders, and the many types of unincorporated body which hold ordinary 

shares on a large scale — charities, pension funds and unincorporated businesses like stock-

I  'j
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14 NOMINEES AND  TRUSTEES

brokers and jobbers -  can obtain direct registration only under the names of individual persons

often trustees. This would not matter in an analysis of the registers If the persons were allowed

to describe themselves as trustees of such and such a trust, but the Companies Act 1948 provides

(section 117) that no notice of any trust shall be entered on the register of English companies,

although notices of a trust are permissible on the registers of Scottish companies. All that we

find in the register of an English company is a string of two or more names of individual persons,

and we shall see later that the majority of holdings of this type are those of trustees of family

settlements; the trustees of charities and pension funds seem nearly always to take some avoid

ing action

The Incentive to take avoiding action is not only the inconvenience of changing the

registration every time the trustees change but also the payment of ten shillings stamp duty on

every change. There are several ways of taking avoiding action, but all of them give rise to

nominee registration of one sort or another. Very often charities or pension funds appoint a cor

porate trustee, and the holdings are then registered in the name of a bank, a nominee company.

an executor and trustee company, an insurance company or the Public Trustee. If the trustees

are individual persons, they can still use a nominee company for registration or appoint a cor

porate body as custodian trustee, or else they can constitute a special company to hold their

securities. These special companies take several legal forms, and many of the larger charities

and pension funds are incorporated in one way or another for the purpose of holding securities.

In yet other cases the unincorporated body may be connected with a corporate body, which will

act as Its nominee or trustee ; for example, a local authority pension fund will normally have Its

securities registered In the name of the local authority.

There are thus many different reasons for the registration of ordinary share holdings in

names other than those of the beneficial owners, and it is these, rather than the wish for con

cealment, which have probably accounted for the great growth of nominee registration in recent

years. The holdings of banks and nominee companies alone have risen from 14 per cent of total

market value in 1957, when we did our first survey, to 24 per cent in 1963, and some of the other

forms of nominee and trustee registration have also probably grown. Table II.2 opposite shows

the relative Importance of the different forms of nominee and trustee registration at the two dates

covered by the present survey.

The preponderance of the main groups of banks as operators of nominee companies was

to be expected, although the relative importance of the London offices of Scottish banks Is of
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REASONS FOR NOMINEE REGISTRATION

Table II.2

NOMINEE AND TRUSTEE HOLDINGS, 31 DECEMBER 1962 AND 31 DECEMBER 1963

Type of holder

Nominee companies 
London clearing banks

Scottish banks: Scottish offi

London offi

Overseas banks 

Other banks

Stockbrokers and jobbers 

Other nominee companies

Total

Trustees

Joint personal holdings 

Executors

Designated accounts: insurance

ba'nks

Local authorities 

Corporate trustees

Market values 
(£ million)

I%2

43%

Total 3503

1963

2118 2606

345 384

717 749

590 736

349 439

80 112

191 271

5297

1928 2197

389 341 •

227 267

374 451

36 63

549 657

3976

interest. The sizeable entry for ‘other nominee companies’ is accounted for mainly by two special

large bodies which have their own nominee companies. Executors are included as 

trustees, and we shall see in section 2 of chapter IV below that the figure for 1962 Is almost 

certainly an over-estimate of their holdings at that date. Joint personal holdings are only rarely 

those of a group of people owning shares jointly; far more often they are those of trustees of
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NOMINEES AND TRUSTEES

family settlements. The figures given under nominee companies do not fully reveal the import
ance of banks because all corporate trustees apart from the Public Trustee are connected with
banks, and banks appear again under designated accounts ; in fact, the total nominee and trustee
holdings associated with banks in 1963 were approximately two-thirds by value of all the types
of holding listed in the table. Designated accounts are those in which a body has a number of
holdings in the same register, each designated by an account number or by coupling the name
of the body with that of one or more persons, and there is a strong presumption that many of
these holdings will be nominee or trustee holdings.

3. ALLOCATION OF NOMINEE AND TRUSTEE HOLDINGS

The brief description given above of the reasons for nominee registration shows how
complex the question is and how many of our categories of registered holders offer scope for
nominee registration of one kind or another. Because of this, the allocation of registered holdings
among beneficial owners gave us a great deal of trouble. Some cases did not worry us because
the beneficial owners came into the same category as the registered holders; Oxford and Cambridge
colleges and London livery companies, which have both their corporate funds and charitable
funds in the same registration, are good examples of this. There were plenty of doubtful cases
left, however, to provide material for further investigation.

4The first stage of this Investigation consisted of Identifying the categories for those
holders whose names did not give an immediate clue to their nature. Any share register contains
a number of holdings registered in the names of limited companies, and the titles of these are
often completely uninformative. We had prepared lists of banks of various types, insurance com
panies, quoted investment trusts and known nominee companies, and the nature of many more
companies could be determined from the Stock Exchange Official Year Book, Kelly^s Directory
of Manufacturers, telephone directories and similar sources. We were still left with hundreds of
unidentified companies as registered holders, and had to examine their files at Companies House
in London or Edinburgh before we could allocate them to a category. These unidentified com
panies were of many different sorts : some were incorporated charities or companies formed to
hold the investments of large pension funds (these two sorts were allocated direct to charities or
pension funds), others were property companies, unquoted Investment trusts or non-financial
companies. For all nominee companies we also had to determine the name of the bank or other
body operating the company.
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ALLOCATION OF NOMINEE AND TRUSTEE HOLDINGS

The second stage was to ask the bodies which operated the major nominee companies to
examine small sub-samples of the nominee holdings which had turned up in the main sample
drawn from the registers, and to group these holdings into categories of beneficial owners. This
would give us the information we wanted, since although a nominee company knows only the
name of its client, there is no reason to think that the client will himself be a nominee for some
body else, except of course in the case of stockbrokers. The principal bodies concerned were
all the London clearing banks and Scottish banks, some accepting houses and overseas banks.
and the Public Trustee. They were asked to divide the total amount registered in the name of
the nominee companies into categories and to specify the number of clients' accounts in each
category, without mentioning names. Information of this kind did not divulge anything at all
either about the individual clients of the nominee companies or about the actual owners of tjie
holdings. There were a few cases in which only one holder would appear under a particular
category, and the nominee companies were able to disguise this situation either by completely
omitting information on the number of holders in each category or by adding together the returns
for a number of holdings in different companies.

Because the work of dividing the nominee company holdings into categories had to be
done by the staff of the banks, we had to restrict the number of holdings on which we asked for
Information. Our estimates of the beneficial ownership of nominee and trustee holdings thus
depends on a small sample drawn out of what was already a small sample of all shareholdings:
the total number of holdings registered under nominee companies and corporate trustees Is es
timated to be about 425,000; of these, our main sample covered 7,800; the items we submitted
to the banks numbered In a ll 2,000. Thus another, unquantiflable, element of sampling error Is
introduced into our analysis of the beneficial ownership of quoted ordinary shares. Furthermore,
we could not ask the banks and other bodies to give figures for two separate years, so we had to
apply the same proportions to the nominee holdings of 1962 as we had established for 1963. With
the help of the banks we were able to take certain obvious precautions against bias In the sample
of nominee holdings, but we cannot claim that our results are an exact picture — only a general
indication.

These results are shown in table II.3 overleaf. The figures cover the nominee companies
and executor and trustee companies of the banks concerned, together with all the designated
accounts in the banks'names; the last have all been attributed to executors and trustees.

This table has several interesting features. The largest single category for the London
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NOMINEES AND TRUSTEES

Table II.3
ALLOCATION OF BANK NOMINEE AND TRUSTEE HOLDINGS BY BENEFICIAL OWNERSHIP, 31 DECEMBER 1963

Market values
(£ million) Percentagi

Type of holder London Scottish Accept- Over- London Scottish Accept- Over
clearing banks seas Total clearing banks seas

Category of owner banks houses banks banks houses banks

1. Persons
2. Executors and trustees
3. Insurance
4. Pension funds
5. Investment trusts

Unit trusts
Investment clubs
Banks
Stockbrokers
Jobbers

9. Other finance
Charities and non-profit

11. Non-financial companies
12. Public sector
13. Overseas

Total 3545

clearing banks is pension funds, but investment trusts form the largest proportion for Scottish
banks and are relatively large in both London clearing banks and accepting houses. The holdings
for which the banks' clients are stockbrokers are not necessarily owned by the .stockbrokers
themselves, since these often register holdings of their own clients with a bank nominee com
pany, as we said above.The holdings of jobbers, which are here estimated at £66 million, presum
ably fluctuate greatly during the year. The Scottish banks also show a large proportion for non-

151 41 130 843 14.7 13.2 13.4 17.5 14.7
73 18 47 762 17.6 6.4 5.9 6.3 13.3 ‘

134 2 3 203 1.8 11.7 0.7 0.4 3.5 
•̂ 1

85 5 21 837 20.5 7.4 1.6 2.8
j

14.6 1
436 84 7 1190 18.7 38.1 27.4 0.9 20.7 f

1

35 — — 329 8.3 3.1 — — 5.7 i.
1 — 5 0.1 0.1 0.0 0.0 %

0.1 ,j
— 24 17 76 1.0

«
7.8 2.3 1.3 !

1 — 5 238 6.5 0.1 0.0 0.7 4.1
— — — 66 1.9 — — — 1.2 ;
— — — 4 0.1 — — — 0.1

•

11 7 1 72 1.5 1.0 2.3 0.1 1-3
211 5 24 396 4.4 18.5 1.6 3.2 6.9'

5 121 488 717 2.9 0.4 39.4 65.7 12.S
143 307 743 5738 100.0 100.0 100.0 100.0 100.0
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ALLOCATION OF NOMINEE AND TRUSTEE HOLDINGS

financial companies; there Is probably some element of concealment in this category, 

assume the holdings to be undeclared trade investments. When we did our 1957 survey we had to 

assume that the beneficial owners of all shares registered under the nominee companies of over

seas banks were overseas residents, and that no other nominee companies had overseas holdings. 

This Is obviously a wrong assumption, but by chance it gives a close approximation to the actual 

position In 1*̂ 63: total overseas holdings are £717 million, against £ 743 million registered under 

overseas bank nominee companies.
The third stage in the allocation was to approach a sample of the joint personal holders 

and ask them whether they were joint beneficial owners or trustees. Altogether about 500 groups 

of holders were approached, and on the basis of their answers we can split the total of joint 

personal holdings for 1963 into the following categories:

Executors and trustees of family settlements 

Trustees of pension funds

Trustees of charities

Total

£ million 
2189

2197

compan

those companies which use designated accounts told us the appropriate categories for their 

various account numbers, and the companies with undesignated holdings assured us that all the 

shares were In the beneficial ownership of the companies themselves.

V

4. THE COMPOSITION OF BENEFICIAL OWNERSHIP

When all this information had been collected we were In a position to distribute all the 

holdings registered In 1962 and 1963 among our thirteen categories of beneficial owners. The 

results of these calculations have already been summarised In table I .l . They are given In greater 

detail in table II.4 overleaf. In this table, the first of the three columns for each year shows the 

market values of the holdings for which the registered holders could be accepted as beneficial 

owners; the second column shows the values of the holdings allocated from nominee and trustee

holders; and the third column, which repeats the figures given In table I .l, shows the total owned 
by each category.
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NOMINEES AND TRUSTEES

Table II.4

ALLOCATION OF ALL REGISTERED HOLDINGS BY BENEFICIAL OWNERSHIP,

31 DECEMBER 1962 AND 31 DECEMBER 1963

Market values
(£ million)

1962 1963
Category of owner

Regis

tered

holders

-  k /

B 1. Persons

B 2. Executors and trustees

B 3. Insurance

B 4. Pension funds

B 5. Investment trusts

B 6. Unit trusts

B 7. Banks

B 8. Stock exchange

B 9. Other finance

8797

1860

Nominees Regis Nominees

and Total
<

tered and

trustees holders trustees

711 9508 10368 852

2840 3229 341 3287

404 2264 2268 482

768 1379 811 950

997 1705 877 1160

277 277 1 — • 344

205 294 101 243

303 303 1 385

Total
• 9

11220

3628

2750

1761

2037

10. Charities and non-profit

11. Non-financial companies 1268 1403

12. Public sector

13. Overseas 1462 1051 1921

Total 15440 7651 23091 18410 9088 27498

In spite of sampling errors, the picture presented in this table is probably a fair approxi

mation to the truth and adds considerably to our information on share ownership. It shows, among

other things, that the holdings of which the beneficial owner is not the registered holder account

for no less than one third of the value of all shareholdings.
There remain two or three small areas in which doubt is inevitable for reasons other than
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THE COMPOSITION OF BENEFICIAL OWNERSHIP

those discussed in this section. Thus the dividing line between the first two categories -  

persons and executors and trustees -  is bound to be somewhat fuzzy: there may be cases of 

Individuals acting as sole trustees which we have missed, and, as we explain In chapter IV, 

there is some difficulty in obtaining a correct figure for executors. We have already mentioned 

the possibility that some of the holdings allocated to banks and stock exchange are those of 

clients, representing In effect two layers of nominee registration. For banks, the greater part 

of the Estimates was obtained from the nominee analysis and Is reliable, but the sums attributed 

to banks as registered holders could be cases of sole executorships or trusteeships.Within the 

stock exchange category, all amounts other than the £66 million attributed to jobbers In 1963 

(table II.3) are in doubt: as was shown in table II,1, the firms in this category do not hold shares 

in their own names; a number of nominee companies are operated by stockbrokers and jobbers, 

however; and since we had no direct Information about these companies, we had no choice but 

to allocate their holdings to the firms of stockbrokers and jobbers who operated them. Another 

assumption we had to make Independently of our enquiries concerned the holdings registered in 

the names of local authorities: in the absence of more precise Information, all these holdings 

were allocated to the authorities' pension funds, which form part of B 4.

I  /  *
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T R E N D S  A N D  T R A N S A C T I O N S
1. BUYERS AND SELLERS

Anybody who has studied the sector financing tables published by the Bank of England for every
year since 1960 in [1] and by the Central Statistical Office in [18] must have been struck byŷ CLi X l * j  j  waxw  ^  v v %w » w

the large figure shown year after year for the personal sector's net sales of ‘company and over-
seas securities', most of which doubtless consist of the quoted ordinary shares of British com
panies. A discussion of this trend in connection with saving appeared recently in [16]. The same
phenomenon has been observed in the United States. After hearing so much in recent years about
the spread of shareholding among wider circles of personal Investors, these official estimates,
which seem to contradict common experience, are hard to interpret. On the other hand. It has
also been clear for some time that the net purchases of ‘Institutions' (defined as insurance com
panies, pension funds, investment trusts and unit trusts) have In most years exceeded the value
of new Issues, a fact which implies a certain amount of net sales by the other sectors; but there
has been no reason for attributing to persons the bulk of these net sales other than a negative
one, namely that official statistics are Incomplete and that personal holdings constitute by far
the largest part of the holdings about which there is no official information. One of the main
purposes of our survey has been to try as far as possible to clear up these uncertainties.

The figures behind the statement that in recent years Institutional net purchases of
ordinary shares have tended to exceed the value of new issues are given in table III.l opposite.
These figures are mostly taken from official statistics [17], although these do not provide a
complete coverage for the years before 1963. Thus for 1961 we had to derive the estimates for
Insurance companies and private pension funds from our own work on national balance sheets
[12], and for 1962 the figure of £165 million shown against pension funds includes a sum of

I

t ‘

! 5
1
f

I
i

I5
[

1

H
'll

*1

t
3Ij;

V

f

A

B

C

E

i  100 milli(

holder s  are
Gra;

1'’64. tils
the two eai
of net pure

it ha:,
(pani‘oulail



BUYERS AND SELLERS

Table III.l
NET TRANSACTIONS IN QUOTED ORDINARY SHARES, 1961 TO 1964

Note: A minus sign Indicates net sales.

£100 million for private pension funds which is merely a guess. The estimates for overseas 
holders are based on [19], and include direct investment in quoted ordinary shares.

Granted that our information for 1961 and 1962 is not as complete as that for 1963 and 
1964, this table seems to indicate a marked difference between the pattern of transactions in 
the two earlier years, especially 1961, and the pattern in the two later years. In 1961 the value 
of net purchases by the four ‘institutions' was less than the value of net capital issues, and in 
1962 it hardly exceeded it; at the same time the overseas sector showed identified net purchases 
(particularly large in 1961 because of the purchase of the minority interest in Ford's by the

5
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TRENDS AND TRANSACTIONS

parent company). By contrast, in 1963 and 1964 the value of the net purchases by the 'institutions’
was approximately twice that of net capital issues, and the overseas sector showed net sales,

A *  A A  •albeit small. The interesting point is that, whichever way the transactions of these five sectors
go, the ‘other sectors’ seem always, on balance, to have been net sellers.

There seems to be no evidence, however, for assuming that these net sales have been
constant from year to year. Furthermore, since ‘other sectors’ include banks, stock exchange.
other finance, charities and non-profit, non-financial companies and the public sector as well
as the personal sector, the figures in the last row give us no clue as to whether persons have on
balance been selling equities nor, if they have, as to what the volume of their sales was, because
the chances are that some of the ‘other sectors’ have been net purchasers and some net sellers.
Yet it would be very useful to be able to answer questions of this sort for the personal sector.
since personal saving is such an important element in the total financial activity of any year.

Accordingly, we shall attempt in this chapter to map out the behaviour of different types
of holder over recent years. We shall do this in three stages. First we shall compare the results
of our present survey for 1963 with those obtained from the 1957 survey. Then we shall seek some
evidence on the changes over the period in the composition of registered holders m individual
companies. Finally we shall set out the much more detailed information on net sales and pur
chases by different types of holder in 1963 which we obtained from the present survey.

2. A COMPARISON OF 1957 AND 1963

Table III.2 opposite compares registered holdings at two dates, 1 July 1957 and 31
December 1963. The remarks which we have made about sampling errors in the present survey
apply with even greater force to the 1957 figures, especially as in that survey we recorded data
only for non-personal holdings and treated the personal holdings as a residual. Partly for this
reason and partly because in 1957 we made no distinction between holdings registered in the
names of banks and holdings registered under nominee companies, we must slightly rearrange
the 1963 figures to correspond to the 1957 classification by putting all personal holdings together
and treating banks and nominee companies as a single category.

We can see from this table that over the five and a half years which separate our two
surveys, personal sector holdings have gone down considerably as a percentage of total market
value, while the holdings of all other types of holder except one have increased; the exception
is the public sector, whose percentage went down almost entirely beeause of the drop in market
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A COMPARISON OF 1957 AND 1963

R 1 &
R 3.

R 4.

R 5.

R 6.

R 8.

R

R 10.

R 11.

R 12.

R 13.

R 7 &

R IS.

Table IIL2

REGISTERED HOLDERS, 1 JULY 1957 AND 31 DECEMBER 1963

Category of holder

1 & 2. Persons, executors and trustees

Insurance 

Pension funds 

Investment trusts 

Unit trusts 

Stock exchange 

Other finance 

Charities and non-profit 

Non-financial companies 

Public sector 

Overseas

7 & 14. Banks and nominee companies

Corporate trustees

Total

Market values 
(£ million)

Percentages

value of the British government holding in British Petroleum. One of the largest increases is 

shown by banks and nominee companies, and we shall not get very far in quantifying the behav

iour of any type of holder unless we can carry out for 1957 an analysis of nominee registrations 

analogous to that carried out for 1963 and described In section 3 of the preceding chapter.

Naturally it Is not easy to work back from our Information on the beneficial owners of 

nominee holdings in 1963 to the beneficial owners of nominee holdings in 1957. A straight applica

tion of the 1963 percentages of nominee holdings owned by various categories of beneficial 

owners would amount almost to begging the question, and we must set about our analysis In a 

different way. The work which we have done on national balance sheets [12] gave us some 

estimates of the market values of ordinary shares owned in 1957 by most of the categories
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TRENDS AND TRANSACTIONS

Table III.3

BENEFICIAL OWNERS, 1 JULY 1957 AND 31 DECEMBER 1963

Category of owner

t B 1 & 2. Persons, executors and t

' B 3. Insurance

1 B 4. Pension funds

B 5. Investment trusts

B 6. Unit trusts

B 7. Banks

B 8. Stock exchange

B 9. Other finance

1 B 10. Charities and non-profit

B 11. Non-financial companies

B 12. Public sector

B 13. Overseas

Total

Market values 
(£ million) Percentages

1957 1963 1957 1963

7631 14848 65.8 54.0

1023 2750 10.0

1761

2037

1403

1921

11600 27498 100.0 100.0

distinguished in our list of beneficial owners, and we can assume that the differences between

these figures and those we estimated for registered holdings represent holdings registered under

nominee companies; for banks and stock exchange, however, we had to guess. There are plenty

of opportunities for error in this calculation, but there is one reassuring check: the distribution

of nominee holdings for 1957 which results looks most reasonable in the light of the 1963 picture,

and in particular it shows that the proportion of personal sector holdings registered under nominees

had increased slightly, from 9.3 per cent in 1957 to 10.8 per cent in 1963 -  just about what we

should expect
Our estimates of beneficial ownership in 1957 are shown against the corresponding figures

for 1963 in table III.3 above. As we have just said, the sums of £ 100 million attributed to banks
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COMPARISON OF 1957 AND 1963

and stock exchange are only a guess.

The general trends suggested by the figures in this table are clear enough to be accepted

despite any errors In the estimates. Once again, the proportion owned by the personal sector

has dropped considerably, and the proportions owned by every other type of holder except the

public sector have gone up. In commenting on the presumed net sales of ordinary shares by per

sons, there has been a tendency to assume that all these sales have taken the form of substitu

tion of indirect holdings by persons through Insurance companies, pension funds and unit trusts

for direct holdings, but it is clear that this is not the whole story. These Indirect holdings

(categories B 3,B 4 and B 6) have Indeed gone up from 12.7 per cent to 17.7 per cent, but even if

we consider all financial institutions by bringing in investment trusts, banks, stock exchange

and other finance (largely the smaller unquoted investment trusts), we still have not traced the

disposal of all former personal holdings, since charities and non-profit, non-financial companies

and overseas holders have all Increased their proportions of the total.

There is one point which must be emphasised: a changed proportion of the total does not

necessarily Imply either net sales or net purchases because price changes play their part too.

The sharp decrease in the proportion owned by the public sector — 1.5 per cent in 1963 as against

3.9 per cent in 1957 -  almost exclusively due to the fall in the price of British Petroleum, should

serve as a warning of what can happen in extreme circumstances. We still have to find positive

evidence of actual net sales by persons, although we must admit that the sharp drop In the per

centage indicates a strong presumption in favour of net sales.

3. ANALYSES OF INDIVIDUAL COMPANIES

During our interviews with company registrars we always asked whether they had done

any recent analyses of their own registers Into categories of registered holders. Only few of

them had, but eleven large and medium companies were able to provide analyses for a series of

two or mcwe years so that changes from year to year could be worked out. The categories used

by the companies often differed quite a bit from ours, but in every case It was possible to obtain

a figure for personal sector holdings. The companies' analyses were In terms of the numbers

of shares (which could be adjusted for scrip Issues); price effects were thus completely absent,

and differences from one year to another were caused entirely by sales and purchases.

These eleven company analyses gave us twenty-eight observations of changes measured

over periods of twelve months (not necessarily calendar years); fifteen of these observations

-------
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TRENDS AND TRANSACTIONS

related to the two years 1962 and 1963, but a few stretched back as far as 1958, and there were

f i v e  o b s e r v a t i o n s  f o r  1 9 6 4 .  T w e n t y - f o u r  o f  t h e  o b s e r v a t i o n s  s h o w e d  n e t  s a l e s  b y  p e r s o n s ,  a n d

only four showed net purchases. One of the companies was in the steel industry, to which special

considerations might be held to apply, and this company provided two of the four observations

of net purchases by persons (for the years 1962 and 1963). It seems clear from this limited

evidence that net sales of quoted ordinary shares by the personal sector are an established

fact, and that they may have been going on for quite a number of years.

It is unfortunate that more evidence of this type relating to individual companies was not

available. Although one would always have to be very chary of using even a large number of

analyses of Individual companies not chosen at random as a sample of all companies, more

observations might have enabled us to rank different years according to the volume of net per

sonal sales. Most of the observations show that net sales by persons during a twelve-month

period range between 2 and 5 per cent of the holdings at the beginning of the period, with a few

figures outside this range, but there is no consistency in the figures for different companies in

any one year
Several of the company analyses given to us had already been reported in the press, and

press comments on these had often drawn attention to declines ‘in large personal holdings and

increases in small personal holdings. If there were a general tendency for such a reshuffle of

personal holdings to take place, it would help to reconcile the apparent contradiction between

net sales by persons as a whole and the spread of shareowning among wider circles of persons.

We should have fairly large net sales by the more substantial personal holders, but some of these

sales would be made within the personal sector and spread among a relatively large number of

smaller holders. We examined the batch of company analyses to see whether they offered any
,

evidence on this point.

Some of the analyses contained si distributions of personal holdings and some had

size distributions o[ .11 holdings taken together, and they all gave the number of holdings at

different times, either for all holders or tor individual categories of holder. Thus it there were

a tendency lot large personal holdings to decline in importance and tor small personal holdings

to increase, this could be demonstrated in several ways: lirst, we should expeet to find direct

evidence ot increases in the total number of shares held by the smaller size groups, either ot

personal holders alone or ot all holders; second, we should find the average value ot personal

holdings (in terms ot numbers ot shares held) declining over the period; and last, we should
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ANALYSES OF INDIVIDUAL COMPANIES

expect the total number of personal holdings and the total number of all holdings to increase 

over the period. Although the observations stretched over a period of about eight years, we 

were unable to discover any general trend. There were Indeed many cases in which there was a 

constant tendency for small personal holdings to increase, but there were also several cases In 

which the opposite was true, and yet more cases in which an earlier tendency towards decon

centration of personal holdings was later reversed. All we can say Is that it seems likely on the 

face of It that net personal sales of ordinary shares are accompanied by a tendency for smaller 

personal holders to increase In number, but the conflicting evidence among our company analyses 

suggests that this must be a fairly slow process.

4. TRANSACTIONS IN 1963

The main object of carrying out the survey of holders of quoted ordinary shares at two 

dates, 31 December 1962 and 31 December 1963, was to enable us to compute net purchases 

and net sales by various categories of holders during the course of 1963. Briefly, the method we 

used was to calculate for each holding in the sample the difference between its size In 1962 

and its size In 1963, and then add these differences together to give a net plus or minus figure 

for each category of holder within each company; the value of net transactions was then found 

by applying the average price of the year for the company's share. The results of this calculation 

are given In table III.4 overleaf.

Before looking at this table the reader should be warned that these estimates must be 

approached with circumspection, since there were two sources of error In this calculation. The 

obvious one is that the average prices of the year may not measure correctly the transactions 

by different classes of holder. The second source is inherent In sampling as a method: what 

we are doing. In effect, Is to take the difference between two estimated totals, which is usually
t

small relatively to the two totals ; and since each of the two totals Is Itself subject to fairly 

large sampling errors, the relative error In the difference is bound to be even larger. Thus for 

seven out of the thirteen categories of registered holders we cannot even be certain whether the 

transactions were net purchases or net sales. Fortunately, however, the errors involved in com

puting personal sector sales were much smaller than those in other categories, and our main 

object of verifying that persons made net sales during 1963 was thus achieved.

With the reservations made above, the general picture presented in table III.4 is definite 

enough to give an idea of how the sectors stand in relation to one another. Large net sales by

•i .



i.

r -

• •

m t •:y\ I *•»!
H

ru •  k • iV!( »«Btl5lll«fl8'.tfffl
h\, '

‘ Jl h'' J l ! : :  i

a
I'

1 f t

 ̂ . n .

- r i T

TRENDS AND TRANSACTIONS

Table ffl.4

NET PURCHASES AND SALES, 1963

Category of holder
Cash values
(£ million)

R 1. Persons -82

R 2. Executors and trustees -148

R 3. Insurance 50

R 4. Pension funds 89

R 5. Investment trusts 26

R 6. Unit trusts —

R 7. Banks -1

R 8. Stock exchange —

R 9. Other finance 38

R 10. Charities and non-profit -29

R 11. Non-financial companies -44

R 12. Public sector 24

R 13. Overseas 55

R 14. Nominee companies 181

R 15. Corporate trustee s 19

Balance of purchases and sales 178

personal holders are balanced by net purchases by most other types of holder, Including parti

cularly large movements into registration under nominee companies and corporate trustees. This

is detailed confirmation for one year of the picture which emerged when we compared the results

of the present survey with those of the 1957 survey. There are three categories (banks, charities

and non-profit, and non-financial companies) which we should have expected to show net pur

chases, whereas they show a minus figure. The range of error on all three is so wide, however.

that there could well have been net purchases during the year; on the other hand, there is no

reason to suppose that the flow of personal holdings Into other sectors will be evenly distributed.

nor that each type of holder will behave in the same way every year. Also, we must remember
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TRANSACTIONS IN 1963

that we are looking at estimates of registered holdings; in terms of beneficial ownership this 

means that, since all sectors except the public sector make some use of nominee registration, 

every one of these sectors may in fact have some share in the purchases shown against R 14 and 

R IS but we cannot tell what the share of each sector is.

The last figure In the table, showing the difference between purchases and sa les, is an 

approximate measure of the value of new issu es; of course if no new share capital were created 

during a year and if none were cancelled as a result of mergers or for other reasons, the balance 

of purchases and sales would be zero. Our method of sampling could not be expected to yield 

a very good estimate of the net increase In share capital during the year. Nevertheless our figure 

of £178 million, obtained simply as a residual, tallies fairly well with the figure of £191 million 

given in [1] and quoted in table III.l above.

Before we go on to examine our estimates of net personal sales in more detail, there is 

one-further aspect of the movement of holdings which is of general interest. Our method of sampl

ing was such that holdings which were in existence both in December 1962 and in December 1963 

were in the sample for both dates. We could thus subdivide the holdings in each category ac

cording to what had happened to them between the two dates : holdings unchanged In amount, 

holdings which were Increased during 1963, holdings which were reduced during 1963, holdings 

which were sold out during 1963, and holdings which did not exist In 1962 and were formed In 

1963. These details are set out In terms of numbers in table III.S overleaf: tho first column 

shows the number of holdings in existence in each category at 3 1 December 1962; the next four 

columns show what happened to them during 1963 ; and the last column shows the numbers of 

holdings formed during 1963.

From this table we can easily see how many holdings changed in one way or another in 

the course of the year and how many remained unchanged. (This Is not the same as measuring 

directly the number of transfers, because many holdings have frequent transfers in and out, whereas 

they are given here only according to their net change over the year). It is obvious that stock 

exchange activity affects only a small proportion of holdings during any one year: it seems that 

about 82 per cent of all the holdings existing at the end of 1962 remained unchanged throughout 

1963. The categories with the highest proportion of unchanged holdings were persons, non- 

financlal companies and overseas holders. Altogether 11 per cent of all holdings existing at the 

end of 1962 had been completely sold out by the end of 1963 and, as we should expect, the 

proportion is particularly high for executors and trustees. Correspondingly, 13 per cent of all

r  j
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TRENDS AND TRANSACTIONS

Table III.S

REGISTERED HOLDINGS DURING 1963

Number of holdings
COOO)

Total Behaviour during 1963
Formed

31 Dec.
during

1962 Unchanged Increased Reduced Sold out
1963

1. Persons

ecutors and trustees

3, Insurance

4. Pension funds

5. Investment trusts

6. Unit trusts

7. Banks

11515 9615 376 345 1180 1459

1322 980 29 57 526 220

58 46 6 3 4 9

33 25 5 1 2 6

32 24 4 2 2 4

16 9 2 3 ■ 1 2

8. Stock exchange

R 9. Other finance 88 66 7 4 11 23

R 10. Charities and non-profit 37 30 3 1 3 7

R 11. Non-financial companies 105 88 2 2 12 16
[ ^

R 12. Public sector 6 4 2 — 3

R 13. Overseas 421 358 14 8 41 51

R 14. Nominee companies 255 120 53 52 30 50

R 15. Corporate trustees 143 111 9 9 14 36

Total \ 14031 11476 511 489 1555 I 1887

holdings at December 1%3 had been formed during the year. The proportions of holdings which

were in existence at both dates but which changed in amount, either upwards or downwards,

during the year are relatively small.
For some of the headings we also computed values, using the average market price of
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TRANSACTIONS IN 1963

the year. Very broadly speaking, the picture presented In values is similar to that presented in 

numbers, but there are some exceptions to this. One important exception is the comparison 

between holdings sold out and holdings newly formed by the personal sector, and this Is d is

cussed in the next section.

5. PERSONAL SALES

If we go back to table III.4, we see that the net sales by the two categories of personal 

holders taken together amounted In 1963 to £230 million. This figure should be taken more as an 

indication of which way the transactions went than as a hard and fast estimate of the volume of 

sales, since It Is subject to rather large sampling errors. The significance of the varying degrees 

of probability attaching to sample estimates is explained In chapter VI, but we can state them 

here without explanation: if we want 95 per cent probability we must say that the actual figure 

for net sales by persons lies somewhere between £133 million and^£ 327 million, but if we are 

content with two-thirds probability we can narrow down the range to between £ 182 million and 

£278 million. In either case, the evidence suggests that personal holders were net sellers.

Superficially, this evidence appears to be contradicted by the figures In table III.5, 

which show the holdings newly formed by the personal sector to have numbered in all 1,679,000, 

as against a total number of 1,436,000 holdings completely sold out, giving a balance of 243,000 

new holdings. This apparent contradiction is dispelled if we convert these numbers.Into values, 

using the average market price of the year. When this Is done, we find that the value of the new 

holdings was £ 1,025 million, whereas that of the holdings sold out was £1,141 million; these 

figures imply that the^average value of a new holding in the personal sector was £610, whereas 

that of a holding completely sold out was £795.

This story is not complete, partly because the figures relate to registered holders rather 

than to beneficial owners and partly because we were unable, without unduly complicating our 

programme, to calculate the value of the Increase or reduction in the holdings that were not 

completely sold out; and there Is nothing we can do to fill these gaps. However, since the number 

of holdings increased or reduced was relatively small, we may perhaps be allowed to use our In

formation on new holdings and holdings sold out as a proxy for the full story. If we do this, 

we can also go into the question of which groups within the personal sector were sellers and 

which were buyers. Representing sales by the value of holdings completely sold out and pur

chases by the value of new holdings, we can set out personal transactions during 1963 as follows:
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TRENDS  AND TRANSACTIONS

Sales £ million

On death of holder 358

By other persons 571

By trustees of family settlements 212

Total 1141

Purchases

By persons 747

By executors 80

By trustees of family settlements 198

Total 1025

The most interesting feature of this statement is that rather over 30 per cent of the value

of holdings completely sold out comes from the holdings of persons who have died. This figure

is composed of three elements: sales by executors immediately on probate; sales by executors

after a period of registration in their own names; and sales out of bank designated holdings,

which, as we saw in chapter II, can be taken as executor holdings. The technical reason, dealt

with in chapter IV, which makes our figure of holdings by executors in 1962 too high does not

affect the value of holdings completely sold out during the year, and the three categories which

we have included must exhaust the bulk of sales on the death of persons except for sales

out of nominee registration. It is interesting to see that the figure of £ 358 million ‘on death of

holder' is very close to the figure of £ 352 million given by the Inland Revenue [20] as the value
A •

of the quoted ordinary shares of British companies in the estates which came to their notice in

1963/64 (roughly the estates of persons who died during 1963).
The size of the sales ‘on death of holder’ is the most important fact in this analysis.

Sales by ‘other persons’ are less than purchases by ‘persons’ , but we have no means of telling

how much of this is switching of portfolios by the same group of persons and how much Is sold

by one group of persons to another. The trustees of family settlements come out with a fairly

balanced position, and there may well be a large element of switching In the figures for this

category. The figure for purchases by executors Is almost certainly an under-estimate of the

holdings transferred into the names of executors during the year, which Is what ‘purchases’

imply forthis category; this is probably due to our having over-estimated executor holdings in 1962.
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P E R SO N A L  SALES

As a result- of our analysis of trends in share ownership over recent years and of the

traasactions during 1963 we hope to have established two facts beyond reasonable doubt. First,

we have shown that the personal sector has Indeed been making net sales of quoted ordinary

shares in recent years and that other types of holder have probably been making net purchases

In most years. Second, we have shown that the death of holders is an important element in creat

ing a pool of holdings for redistribution either within the personal sector Itself or among other

types of holder.

However, while the figure for sales arising ‘on death of holder' Is more than sufficient

to account for the total net sales by persons during 1963, there are at least three other Important

factors about which our survey could not yield direct information. First, we know that personal 

holders (largely the elderly rich) have been persistently selling securities In exchange for an

nuities. Second, we must allow for the fact that, since our figures relate to persons as registered

holders and not as beneficial owners, some of the sales will in fact be transfers to nominee re

gistration can from table III.4 that nominee companies and corporate trustees had

£200 million of ordinary shares transferred to them during 1963 ; the greater part of this figure

(perhaps three-quarters) can be accounted for by the net purchases of pension funds and invest

ment trusts which use nominee registration, but this still leaves a substantial sum for transfers

from personal registration. These transfers to nominee registration will be offset to some extent

by the sales out of nominee registration of shares beneficially owned by persons, eUher on the

death of the owner or for other reasons, but we cannot determine where the balance lies between

transfers in and sales.

Third, we must bear in mind that a further occasion for personal sales arises when one

company is taken over by another and the consideration Is wholly or partly in cash. Much of the

cash so received by personal holders may, of course, be reinvested in equities, and this could even

result in a net increase in personal holdings of quoted ordinary shares when unquoted companies

are the object of a take-over. Our survey certainly could not give us an estimate of the value of

quoted ordinary shares involved in take-overs during the year because only one merger appeared

in the sample. The official estimate given in [17] for cash expenditure by Industrial and com

mercial companies on acquiring subsidiaries In the United Kingdom is £156 million.

* _
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MORE DETAILS THE DISTRIBUTION HOLDINGS

1. NUMBERS AND A V ER A G E V A L U E S  IN 1963

In work like ours, two great advantages which the use of an electronic computer brings are the

possibility of having an elaborate classification and the ease with which a vast number of sub

sidiary calculations and analyses can be made, all with a relatively small addition to total costs.

Many of these detailed analyses have only technical significance and we shall not go into them

here. Others, however, throw light on some aspects of share ownership which are of general in

terest, and these will be described in this and the next chapter.

The reader has already met in table III.5 an analysis of the behaviour of holdings during

1963 presented in terms of numbers. In theory It should be possible to work out from this table

the total number of holdings existing In each category at the end of 1963. In practice these totals,

derived Indirectly from our sample of holdings at 31 December 1962, would not quite tally with

the totals which we derived directly from our sample of holdings at 31 December 1963. The reason

for this discrepancy Is that the ratio of sampled to total holdings in the registers we sampled

was slightly different at the two dates and this led us to use slightly different grossing-up factors

for each year. Our direct estimates of the total number of holdings existing in each category at

31 December 1963 are shown in table IV.1 opposite, together with the average value of the hold

ings
The total number of holdings shown In table IV.1, roughly 14.6 million, represents the

total number of entries in all the share registers of quoted companies as we estimated it from

the survey. The comparable figure for 1962, shown In table III.5, was 14.0 million. Since most

holders of ordinary shares hold shares in more than one company, the figures in these tables do

not tell us the total number of holders of quoted ordinary shares in any category; what they tell
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NUMBERS AND AVERAGE VALUES IN 1963

Table IV.1

NUMBERS AND AVERAGE VALUES OF REGISTERED HOLDINGS, 31 DECEMBER 1963

Category of holder Number
COOO)

Average 
value (£)

R 1. Persons 11994 864

R 2. Executors and trustees 1305 2290

R 3. Insurance
.

65 39116

R 4. Pension funds 38 21412

R 5. Investment trusts 34 25834

R 6. Unit trusts — —

R 7. Banks 17 13620

R 8. Stock exchange — —

R 9. Other finance 102 7064

R 10. Charities and non-profit 42 12128

R 11. Non-fInancIal companies 111 8721

R 12. Public sector 9 53048

R 13. Overseas 436 2520

R 14. Nominee companies 279 18926

R 15. Corporate trustees 168 3919

Total 14598 1884

US is the total number of holdings in all the portfolios which contain cjuoted ordinary shares. 

Even this statement Is not exact because both nominee companies and corporate trustees pool 

the shareholdings of several holders in one entry. Through the analysis of nominee and trustee 

holdings we obtained some Information on the number of accounts in the nominee holdings, but 

this was not sufficiently extensive to provide a very reliable basis for a similar analysis of the 

number of holdings by categories of beneficial ownership. For what it is worth, this Information 

suggested that in 1963 the total number of separate holdings was 15.7 million, as against the 

14.6 million separate entries estimated by us from the share registers. This implies that the 

447,000 entries attributed to nominee companies and corporate trustees In table IV.1 represent 

about 1.5 million separate accounts, or about 3.4 accounts for each entry.

i
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MORE DETAILS ON THE DISTRIBUTION OF HOLDINGS

Allocating the nominee company and trustee holdings among their respective owners also

alters the average value figures shown In table IV.1 : the average value of personal holdings

goes up from £864 to £903, while that of executor and trustee holdings falls from £2,290 to
^  ^  ^  0  M  4  « « « •  « «£ 1,943. It is probably only for personal sector holdings that these average value figures really 

tell us very much. We should expect the average value of institutional holdings to be high, and

tKo cllo-Vit Qrlnictm^^nt rfliiRPfl bv brincrincy In nominee holdinj^s for ins i iranre .  nenRinn fnnHc o n Athe slight adjustment caused by bringing in nominee holdings for insurance, pension funds and

Investment trusts are not of great interest. The high average value of the registered holdings

of charities and other non-profit bodies, which Is reduced only from £12,128 to £9,122 in terms

of beneficial ownership. Is a reminder of the existence In this category of several very large

bodies, such as the Church Commissioners, the London livery companies and the universities

and colleges.

2. HOLDINGS OF THE PERSONAL SECTOR

At the outset, we classified registered holders into no less than eighty-seven categories.

Obviously, It would have been both interesting and useful to have a detailed classification also
A  4 A 4  4  4 1 . . 1 *  1 l  . 1 1  1 •  1 . ^for beneficial owners, but this could not be done: our ability to analyse nominee and trustee

holdings depended almost entirely, as we have said, on the help offered by banks, Insurance

companies and other such bodies, and we felt that we should not complicate their task by im-

posing too elaborate a classification on them. Because of this, while all the figures given in this

and the next section are tied to the totals of beneficial ownership shown in table I .l, the break

down of these totals is carried out in terms of registered holders.

We have already seen, in table I .l , that In 1963 the personal sector owned about 54 per cent

of the total market value of all quoted ordinary shares, and have traced in chapter III the decline

of personal holdings as a proportion of all holdings. Most of the information available up to now

on personal holdings came from interviews with individual shareholders. The most recent instance

in this country of a survey based on interviews Is that sponsored In 1965 by the Council of the

London Stock Exchange [9] ; another is that reported in [21]. These surveys enable us to examine

the population of shareholders In terms of age, education, income, residence and soon. Naturally,

the share registers do not record this type of detail about their shareholders, but they do give

some information about other personal characteristics which supplements that obtained by Inter

view. Another aspect about which surveys based on Interviews cannot, for obvious reasons,

be very explicit is the value of personal holdings ; so this too is a dimension which we can
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HOLDINGS OF THE PERSONAL SECTOR

Table IV .2

REGISTERED HOLDERS OF SHARES OWNED BY THE PERSONAL SECTOR,

31 DECEMBER 1962 AND 31 DECEMBER 1963

Category of holder

1, Persons

Men

Women

Husband and wife

2. Executors and trustees 

14. Nominee companies

Market values 
(£ million)

Percentages

Total

1962 1963 1 1962 1963

4445 5226 34.9 35.2

4196 4960 32.9 33.4

156 182 1.2 1.2

3229 3628 25.4 24.4

711 852 5.6 5.7

12737 14848 100.0 100.0

usefully add. At the same time we can compare the position in Britain with that In the United 

States, using the information which comes out of the 1962 and 1965 Censuses of Shareowners

conducted by the New York Stock Exchange [10, 11].

Table IV.2 above shows how the total value of quoted ordinary shares esthnated to be

beneficially owned by persons is distributed over five sub-categories of registered holders In

Britain : the first three rows show holdings owned by Individuals and registered in their names ;

the fourth row shows holdings owned by individuals but held by executors and trustees \ and

the fifth row shows holdings owned by Individuals but registered under nominee companies.

Table IV.3 on p. 41 gives similar Information for the United States.

Let us first concentrate on table IV.2, containing the British figures. If we allocate the

husband and wife holdings equally between men and women, it appears that in 1963 men held 

(and presumably owned) over 51 per cent and women just under 49 per cent of the total value of 

shares registered in the names of persons (R 1). However, in terms of the numbers of holdings, 

which for persons is shown in table IV.1 to have been 11,994, the records suggest that men had 

a slightly greater predominance, with nearly 53 per cent of the total, so that the average value

of holdings held by women works out slightly higher than that of holdings held by men.

There are two difficulties associated with the category ‘executors and trustees’ that
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40 MORE DETAILS ON THE DISTRIBUTION OF HOLDINGS

need explaining, and they both stem from technicalities of registration procedure. Registrars

of companies can be divided into two distinct groups: those who Insist that an executor shall

take shares into his own name after a short interval of registration as an executor, and those

who do not bother unduly if an executor's holding is described as such for a long time. This

means that some holdings registered in the names of persons are actually executor holdings and

that some holdings registered in the names of executors have become those of family settle

ments created by a wi l l ;  the exact boundary between these two categories and between them

and normal executor holdings is Indeterminate. The figures we show for executors and trustee

combined are thus likely to be somewhat of an under-estimate of fiduciary holdings, and those

for persons to be correspondingly over-estimated.

The other difficulty concerns mainly the 1962 figure for executors. We took great pre

cautions to ensure that deaths which had occurred during 1963 were not overlooked, and among

other things this involved showing, where appropriate, a personal holding in 1962 and an executor

holding in 1963. There were, however, many shareholders' records which did not show a date of

death for holdings described as 'executors' at 31 December 1963. These, for want of a better

solution, we Included with executor holdings also at December 1962; yet many of the original

owners must have been still alive in December 1962 and have died during 1963, so that our

estimate for executor holdings in 1962 is almost certainly too high.

The totals given in table IV .2 are fairly interesting in themselves, but they become even

more interesting if we view them as a means of estimating the value and composition of the

average personal portfolio. To do this we need to know the number of persons owning shares.

There are two sources of Information on this subject, the Stock Exchange survey mentioned

above [9] and the annual report of the Commissioners of Inland Revenue [20], and fortunately

they tally fairly closely. In compiling their estimates of personal wealth from the estate duty

statistics, the Inland Revenue give both the estimated value of personal holdings of quoted

ordinary shares and the estimated number of people owning them. For various technical reasons

the figure for the value of personal holdings in 1963 is considerably lower than the £14,848

million shown in table IV .2 ; but the figure for the total number of shareholders in 1963, given as

1.8 million (971,000 men and 837,000 women), agrees very closely with the estimates given in

[9]. Actually, the coverage of the commissioners' report and the Stock Exchange survey is not

identical, but for the purposes of this argument we can take the figure of 1.8 million personal

shareholders, including those whose holdings are registered in the names of executors and
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HOLDINGS OF THE PERSONAL SECTOR

Table IV .3

PERSONAL SHAREOWNERSHIP IN THE UNITED STATES, EARLY 1962 AND EARLY 1965

Category of holder

Market values 
(yOOO million)

Percentages

1962 1965 1962 1965

Men 108.3 131.6 31.9 33.2

Women 122.6 118.7 36.1 30.0

Joint accounts 36.2 47.4 10.7 12.0

Fiduciary Individuals 21.6 29.9 6.4 7.6

Nominees and brokers 50.8 68.4 15.0 17.3

Total 339.5 396.0 100.0 100.0

Note: Derived from an unpublished tabulation made available by
the New York Stock Exchange.

trustees and of nominee companies, as a good guide to the position at the end of 1963.

If we now apply this figure to the information derived from our survey, we can arrive at 

average values in terms of portfolios: it would appear that in 1963 the average market value of 

a personal portfolio, including shares held by executors, trustees and nominees, was about 

£8,250 and contained shares of about eight different companies. Of course these broad averages 

conceal wide divergences between large and small shareholders: we know from the Stock Ex

change survey that about two-thirds of all shareholders who declared the value of their holdings 

reported total holdings valued at less than £ 1,000 in 1965 ; at the other end of the scale there 

will be a few very large portfolios valued at over £1 million and containing shares in hundreds 

of different companies.

Turning our attention to table IV .3, we can see at once that the comparison between

Britain and the United States can be only a rough one, because the surveys from which the

American figures are derived [10, 11] do not quite match ours either in date or in coverage.
.

Still, a look at the two tables does give some Idea of the relative position of the two countries.

For instance, it can be seen that in 1962 American women, unlike their British counter

parts, held a higher proportion of the total market value of personal holdings than men (they 

also accounted for more than half the number of sharholders). In 1965 the proportions by value

-
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MORE DETAILS ON THE DISTRIBUTION OF HOLDINGS

were reversed (although the proportions by number had not changed). In both countries, however,

distribution of shares between the sexes is so nearly 50:50 that small differences and

changes may not be significant. It is interesting to note that in both countries women share-

The

pread of shareown

and women

One of the most striking features of the pattern of personal holdings in Britain is the

fact that no less than one-quarter of the total value of personal holdings Is held In trust. The

percentage in America seems to be much lower, even when allowance is made for the joint ac

counts, most of which would be regarded as trust holdings under English law. American share-

owners, however, make much greater use of nominees, particularly brokers, than do their English

counterparts and it is possible that some of these nominee holdings are fiduciary.

Another contrast between Britain and America, which Is not apparent from our tables but

which deserves to be mentioned In this context, is the different attitudes to share owning as a form

of saving. The figure of 1.8 million quoted above for the total number of personal shareholders in

Britain In 1963 represented about 5 per cent of the adult population. If we separate the sexes, we

find that 5.6 per cent of all adult men and 4.4 per cent of all adult women'owned shares. In

America the comparable figures in 1965 were 17 per cent for men and 16 per cent for women.

3. HOLDINGS OF OTHER SECTORS

examination

shall concern ourselves only with those sectors on which our survey has thrown some interesting

sidelights. What follows, therefore, should be taken rather as a series of notes than as a proper

discussion.

Insurance, Naturally the overwhelming part of the holdings classified under Insurance are those

of British companies, but about £20 million in 1962 and £25 million In 1963 were owned by

Canadian and Australian companies operating in Britain. A further £4 million which we found

registered in the names of overseas insurance companies with overseas addresses we treated

from the outset as overseas holdings.

Perhaps the greatest interest of our figures for Insurance companies Is that they enable

us to assess the difference between the market value and the book value of these companies
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HOLDINGS OF OTHER SECTORS

holdings. When the Canadian and Australian holdings are subtracted from the totals shown against 

insurance in table II.4, it can be seen that our estimates of the total market value of holdings 

owned by British insurance companies (which exclude trust holdings registered in the names of 

insurance companies but include insurance company holdings registered under nominees) are 

£2,244 million in 1962 and £2,725 million in 1963. As we shall see In chapter VI, these figures 

agree fairly closely with an alternative calculation, also at market value, which we reported in 

[12]. If we now compare them with the official figures for the book value of British ordinary 

shares given in [15], we find that the ratios of market to book value work out at about 163 per cent 
in 1962 and 180 per cent in 1963.

Unit trusts and investment clubs. By far the greater part of the amounts reported under the head

ing 'unit trusts' in the tables dealing with beneficial ownership consists of unit trust holdings. 

As we mentioned in chapter II, the Board of Trade regulations require that all unit trust secur

ities should be held by the trustees, who are Invariably banks, corporate trustees or insurance 

companies ; thus all our estimates for this category came from the nominee analysis.

million in both 1962 and 1963 attributable to investment clubs.also found

Since these are unincorporated bodies, must either use nominees or have their se
curities registered in the names of individual trustees. Many of these clubs use bank nominee 

companies, and we had an estimated £5 million reported in the nominee analysis; the remainder 

was registered under the name of the Association of Investment Clubs Ltd., which provides a 

nominee service for member clubs. Naturally the sampling errors attached to these small amounts 

are very large. It may well be that some investment clubs do register their holdings in the names 

of individual trustees despite the inconvenience, and a more exhaustive investigation of joint 

personal holders might have revealed a few cases of investment club holdings. From our evid

ence, however, there are no grounds for thinking that Investment clubs account as yet for more 
than very small amounts of quoted ordinary shares.

Other finance. This category suffers from the largest sampling error of all. However, it covers 

several groups of holders which are of considerable Interest; for this reason we decided, after 

some hesitation, to endow it with a table to itself, so as to show its composition and give a rough 

idea of the relative Importance of the components. This is done in table IV.4 overleaf.

The two groups of quoted companies could be identified readily enough from the Stock
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ook, but with unquoted companies the only information was that con

tained in the files at Companies House. When accounts were available, the business of the com

pany could be determined easily from the balance sheet; but with private companies exempted

by law from filing accounts, our only guide was the declared purpose of the company. As a result,

the boundary between investment trusts, property companies and financial trusts is rather fuzzy.

In our classification the Harge  ̂ unquoted investment trusts are those which filed ac

counts. Many of them were Investment trusts managed by merchant banks, and will probably

acquire a quotation in due course. The 'smalH unquoted investment trusts were those exempt

from filing accounts. Most of these seemed to have been formed, presumably for a tax advantage.

to hold the personal shareholdings of one family; It Is Interesting to be able to set an order of

magnitude to the amounts held by these family companies, since they are, in reality, personal

holdings.
The property companies, in our definition, are all those companies which showed real

property on their balance sheets or mentioned the holding of real property as one of their main

objects. Some companies connected with large landed estates were Included here.
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HOLDINGS OF OTHER SECTORS

The unquoted financial trusts seemed to be mostly small hire-purchase companies. Again,
their holdings may well be family holdings registered through a family company.

Non-financial companies. Although a large part of the holdings recorded under this heading were

probably trade investments, a certain number were holdings by very small family companies of

shares in very large public companies. Of the total of £ 1,403 million shown for 1963 in table II.4,

£437 million was registered in the name of nominee companies, £726 million in the names of

other quoted non-financial companies and £240 million in the names of unquoted companies.

Public sector. By far the greater part of the holdings under this category consists, as we have

already said, of the single British government holding in British Petroleum, which after its fall

in the late 19S0’s had a market value of £314 million in 1962, rising to £ 383 million in 1963.

Public corporations held £13 million in 1962 and £17 million in 1963. As we have seen, the

holdings of £36 million in 1962 and £63 million in 1963 registered in the names of local author
ities can fairly safely be included with pension funds.

Overseas. Since almost a half of all overseas holdings were registered through British bank

nominee companies, a geographical analysis limited to the holdings registered explicitly under

the names of overseas holders may be misleading, but for what it is worth it is given in table
IV.5 overleaf.

It will be noticed that this table divides registered overseas holdings between persons

and companies. In 1963 about three-quarters of the registered overseas holdings were those of

companies: of these, more than 50 per cent by value were those of United States companies

and about 20 per cent were those of European companies. Of the overseas holdings registered

through nominee companies of London clearing banks and Scottish banks, totalling £108 million
m

in 1963, £44 million were those of companies, but we have no split for the remaining nominee

holdings. There is little doubt that these large company holdings are trade investments.

It IS interesting to see that about 45 per cent of the registered personal overseas hold
ings were those of residents of the Irish Republic. The very low figure for persons resident in

the United States shows how misleading the exclusion of nominee holdings from the geographical

analysis may be : the greater part of American personal portfolio investment in British companies
IS registered under nominee companies.

« I



 ̂■

.1

' I  I j l i

f

I*

I
\] *; <

t
1/  (I H

i 'I

V ,

I ! 7 ^ • •' • r :

' r v . ’
';h l!

,' ' ■ ■ •.1 . '  ̂ :

' I '  i :  *. .  I .
' I • ; ' ,  ^ ' r  I

i U

rl

f  r . t i ' i i * : :

fti I ■

I ,' ; .1

MORE D E T A IL S  ON THE D ISTR IBUT ION O F  HOLD INGS

Table IV.S
G E O G R A P H IC A L  A N A L Y S IS  O F  H O L D E R S  W ITH A D D R E S S E S  O U T S ID E  T H E  U N IT E D  K ING DO M ,

3 1  D E C E M B E R  1 9 6 2  A N D  3 1  D E C E M B E R  1 9 6 3

Market values (£ million)
Country

Irish Republic
Channel Islands and Isle of Man
United States
Canada
Australia and New Zealand
Europe
Other countries
Total

1 1962 1963 1
Persons Companies 1 Total Persons Companies 1 Total 1

106 29 13S 129 33 162
IS 18 33 17 27 44
12 244 2S6 IS 429 444
11 17 28 11 21 32
17 27 44 23 40 63
IS 132 147 18 1S6 174

1 68 47 1 ns IS SI 1 132
1 244 S14 1 7S8 288 763 1 lOSl
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HOLDERS DIFFERENT TYPES SHARE
1 .  S I Z E  O F  C O M P A N I E S

So far we have concentrated on different types of shareholder, without distinguishing between
different types of share issue. In this chapter we shift our focus and look at the different holder 
patterns for different types of company and share.

Before proceeding any further, however, there is a detail of technical nomenclature which 
we must clear up. As we said in chapter I, our survey relates to share Issues rather than to com
panies proper. Nevertheless, since companies with more than one share Issue are not very nu
merous, we have used throughout, for simplicity, the term ‘companies' to signify both. For the 
purposes of our discussion so far this did not matter; but in this chapter it will be necessary to 
distinguish between the two concepts, and so we shall use the term ‘issue' wherever appropriate.

Let us begin by considering companies according to their total market valuation. There
is an extremely wide range of size among companies quoted on the London Stock Exchange, from
the giant Shell Transport and Trading, whose shares, constituting a single Issue, were valued
at £955 million in March 1963, down to the 370 companies with market capitalisations below
£100,000. Table V.l overleaf sets out the size distribution of share Issues at the London Stock
Exchange valuation date in 1963. It excludes non-voting shares, although the picture would 
hardly have been altered if these had been Included.

From this table it can be seen that the three largest Issues (Shell Transport and Trading, 
I.C.I. and British Petroleum) account for more than 10 per cent of the total market value, and 
that 99 issues, representing less than three per cent of the total number of quoted Issues, ac
count for more than half the total market value. At the other end of the scale, the smallest 
2,134 issues, representing nearly 60 per cent by number, account for less than 5 per cent of the
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Table V.l
S IZ E  D IS T R IB U T IO N  O F  V O T IN G -S H A R E  IS S U E S , 29 M A R C H  1 9 6 3

Cumulative numbers
Number

of issues
Percentage of Percentage of
total number total market value

0.08 10.45
1.08 35.69
2.00 45.34
2.75 50.97

1470
3604

3.94 57.41
5.83 64.39
8.74 71.63

11.07 75.65
13.59 79.19
19.42 85.03
27.72 90.32
40.78 95.35

100.00 100.00

total market value.
Obviously a very large issue is quite a different animal from a very small one, and ft is

interesting to see to what extent the pattern of shareholders differs with the size of the issue
Table V.2 opposite divides the total value of issues, both voting and non-voting, into five groups,
graded by size of issue, and shows for each group the percentages of market value held by the
different categories of registered holders.

There is nothing very startling in the picture shown by this table. As we should expect.
the personal proportion is higher in small issues than in large ones. Even so, it is interesting
to note that this proportion does not alter significantly until we come to the smallest size-group
of all, the issues with a market valuation of less than £3 million.

Another way of looking at the position illustrated by table V.2 is to consider what pro
portions of the total holdings of a particular category of holder fall into the various size-groups
of issues. This is shown in table V.3 on page 50,
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SIZE OF COMPANIES

Table V.2

DISTRIBUTION OF HOLDERS WITHIN SIZE-GROUPS OF ISSUES, 31 DECEMBER 1963
{Percentages and market values)

Category of holder

R 1. Persons

R 2. Executors and trustees

R 3. Insurance

R 4. Pension funds

R 5. Investment trusts

R 6. Unit trusts

R 7. Banks

R 8. Stock exchange

R 9. Other finance

10. Charities and non-profit

11. Non-financial companies

12. Public sector

13. Overseas

14. Nominee companies

15. Corporate trustees

Range of market value of issues

Over 
£ 100 m

35.4

11.8

20.6

£ 100 m
£ 10-  

£ 45 m £ 10 m
Under 
£ 3 m

34.7

10.5

20.8

36.8

11.0

12.5

19.5

39.7

10.6

16.3

47.7

10.8

15.3

companies

37.7

10.9

19.2

Total 100.0 100.0 100.0 100.0 100.0 100.0

Total market value (£ million) 9985 3853 6676 3812 3172 27498

I

As can be seen from table V.3, roughly 50 per cent by value of the total holdings of 

the personal sector and of pension funds is in the shares of the two largest size groups. Both 

insurance companies and investment trusts have a greater weighting of the shares of the lesser 

groups. Roughly 44 per cent of the total value of insurance company holdings is in the two 

largest groups and seven per cent is in the sm allest group of all. Investment trust holdings are 

spread fairly evenly across the board, and they have only 33 per cent of the total value of their 

holdings in the two largest groups. It must be remembered, of course, that these figures apply
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HOLDERS OF DI FFERENT T Y P E S  OF SHARE

Table V.3

DISTRIBUTION OF HOLDERS AMONG SIZE-GROUPS OF ISSUES, 31 DECEMBER 1963
{Percentages and market values)

Category of holder

Persons

Executors and trustees

3. Insurance

4. Pension funds

5. Investment trusts

6. Unit trusts

Banks

Stock exchange

9. Other finance

Charities and non-profit

11. Non-financial companies

12. Public sector

13. Overseas

14. Nominee companies

15. Corporate trusts

All holders

Range of market value of issues

Over 
£ 100 m

£ 45 tn-
£100m

• £ 1 0 ra -
£ 45 m

£ 3 m -
£10m

Under 
£ 3 m

Total

34.2 12.9 23.7 14.6 14.6 100.0

39.7 12.4 24.5 12.0 11.4 100.0

27.8 16.0 33.0 16.0 7.2 100.0

38.2 12.3 24.5 14.5 10.5 100.0

17.3 15.0 28.5 22.3 16.9 100.0

46.2 24.2 18.2 6.4 5.0 100.0

16.8 7.9 37.2 17.9 20.2 100,0

29.7 13.9 28.2 25.8 2.4 100.0

47.1 21.8 14.1 5.6 11.4 100.0

89.0 3.3 6.0 1.3 0.4 100.0

48.8 18.9 6.3 16.8 9.2 100.0

39.1 15.2 24.7 11.8 9.2 100.0

38.0 14.2 31.5 11.6 4.7 100.0

Total
market
value

(£ million)

10368

2989

2535

1098

5271

36.3 14.0 24.3 13.9 11.5 100.0 27498

only to registered holdings, and that investment trusts make great use of nominee registration.

2. TYPES OF SHARE

There are many characteristics of share issues apart from size which probably influence

the distribution of shareholdings among types of holder, and our original plan was to make a full---  - -  '  —  W - —  . . .  —  -  - -    ----------------------------------------------------------- --------------------------------- ---------------- ------------------- Q  J k  ------ --------------^   —     ^  — r -  £  —     ------------------------------------------

analysis. We intended to divide shares into groups according to whether they had voting rights

or not, to their industrial c lassification , to the level of the dividends paid in recent years and
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Table V.4

DISTRIBUTION OF HOLDERS OF DIFFERENT TYPES OF SHARE, 31 DECEMBER 1963
{Percentages and market values)

Type of share
Category of holder Voting Non

voting
Banks Investment

trusts
Insurance Steel com pan

R 1. Persons 37.4 42.4 49.2 39.7 41.3 26.9 37.7
R 2. Executors and trustees 10.8 11.2 11.4 15.1 16.8 6.1 10.9
R 3. Insurance 9.5 5.2 9.5 12.2 5.3 20.7 9.2
R 4. Pension funds 3.0 2.6 5.0 1.0 4.7 , 3.5 2.9
R 5. Investment trusts 3.3 1.5 0.6 3.3 2.6 4.8 3.2
R 6. Unit trusts — — — — — —

R 7. Banks 0.9 0.8 2.8 0.5 1.1 1.2 0.9
R 8. Stock exchange — — — — — —

R 9. Other finance 2.6 2.2 1.0 2.0 1.9 0.7 2.6
R 10. Charities and non-profit 1.9 1.5 1.9 0.8 1.8 4.7 1.8
R 11. Non-fiancial companies 3.7 0.4 1.4 2.5 3.0 2.6 3.5
R 12. Public sector 1.7 0.6 0.2 0.1 0.7 0.5 1.7
R 13. Overseas 4.1 1.9 0.6 1.0 0.9 1.0 4.0
R 14. Nominee companies 18.7 27.8 14.7 20.3 17.6 25.4 19.2
R IS. Corporate trustees

V  1

2.4 1.9 1.9 1.5 2.3 1.8 2.4

Total 100.0 100.0 100.0 100.0 100.0 100.01 100.0

Total market value (£ million) 25969 1529 1 764 305 1010 242 27498

to whether they were generally regarded as ‘growth' shares or not. For technical reasons it turned
•  •

out to be impossible to carry out this analysis, so that we had to limit the number of character

istics to be considered. Table V.4 above and table V.Son p. S3 give the resu lts of what we were 
able to do.

To begin with, table V.4 shows the attitudes of shareholders to voting and non-voting 

shares ; it also shows the holder patterns in four different types of company.

The comparison between the holders of voting and non-voting shares shown in the first
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two columns of this table is of interest mainly because it confirms the general belief that the

large financial institutions do not favour shares without voting rights. Insurance companies and

investment trusts in particular seem to carry their objection on the matter of principle quite

long way. Because non-voting shares are comparatively few and therefore carry little weight

in the calculations, the distribution of holdings in voting shares is very close to that for all

shares, shown in the last column of the table. In any percentage distribution, a low percentage

holding by a few categories must imply that the percentages of other categories are raised, and

in the case of non-voting shares it is the personal sector and the nominee companies which hold

above-average percentages.

The next four, columns of table V.4 show the holder patterns for the only ‘ industriaT

groupings that we were able to cover. These particular groups were manageable because for each

of them there was only a small number of companies In the sample: 9 banks, 11 Investment

trusts, 9 Insurance companies and 5 steel companies. The figures differ In one Important respect

from those used In the comparison between voting and non-voting shares: whereas the latter

are estimates of the position for all voting shares and all non-voting shares quoted on the London

Stock Exchange, the figures used In the 'IndustrlaT comparison are obtained by just adding

together the results for all the companies of a particular type that happened to be In the sample.

Irrespective of size. There Is an obvious danger In this procedure, since the figures for one or

two large companies could dominate the averages, but the comments that follow are made with

this danger In mind. Equally, one has to watch In each group for those Individual companies In

which the pattern of sector holdings differs widely from the average pattern In the group as a

whole.

For the three, groups of financial Institutions (banks, Investment trusts and Insurance

companies) the average pattern shown In the table Is generally a good Indication of the pattern

In the Individual companies. Those cases that are out of line are due either to a recognizable

trade Investment or to an abnormal percentage under nominee companies, usually associated with

an abnormal percentage for the registered holdings of those types of body which make use of

nominee registration. The exception to all this Is the figure for holdings of persons In Insurance

companies, which results from a very high percentage In the two largest companies and an aver

age or slightly below-average percentage In all the other companies.

The holdings of financial Institutions In other financial Institutions show an Interesting

pattern. Insurance companies have an above-average Interest In Investment trusts, and their
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Table V.S

HOLDERS IN FOUR COMPANIES BEFORE AND AFTER RIGHTS ISSUES

Percentages
Category of holder

1 1962 1 1963

R 1. Persons 43.8 37.9
R 2. Executors and trustees 14.9 11.1
R 3. Insurance 9.7 12.6
R 4. Pension funds 3.6 4.3
R 5. Investment trusts 1.3 2.0
R 6. Unit trusts 1 _ 1

R 7. Banks 1

R 8. Stock exchange — 1 M

R 9. Other finance 1.0 1.0
R 10. Charities and non-profit

s
1.0 2.0

R 11. Non-financlal companies 1.3 1.5
R 12. Public sector 0.3 0.5
R 13. Overseas 1.9 2.0
R 14. Nominee companies 17.5 22.1
R IS. Corporate trustees 3.6 3.0

Total 100.0 100.0

holdings of each others’ shares are surprisingly large. Pension funds seem to have little taste 

for investment trusts (unless this Is compensated for under nominee companies), but otherwise 

they seem to regard financial shares favourably. Investment trusts have a very small percentage 

of bank shares. The relatively high holding by banks of other bank shares Is caused by a few 

large trade investments. There are two other features of Interest In these financial shares. The 

first Is the fairly high proportion of holdings by non-financial companies : since these can hardly 

be trade investments, it would appear that non-financial companies hold equities as marketable 

Investments. The other is the low level of Interest in financial shares shown by overseas holders. 

The public sector holdings are almost exclusively those of local authority pension funds.

In steel shares the points to be noticed are the small personal sector holdings and the

V
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HOLDERS OF D IFFER EN T T Y P ES O F SHARE

relatively large holdings by insurance companies, pension funds and investment trusts. The very

high percentage for nominee companies is possibly attributable to further holdings by pension

funds and investment trusts. It seems that political uncertainties surrounding the holding of

steel shares in recent years have proved more daunting to individuals than to the institutions.

Table V.S above shows the holder patterns before and after rights Issues. Only four

of the companies in our sample made rights issues during 1963, and these companies all belonged

to the three lowest size-groups. The issues were made at different times during the year, and to

take the holdings at the beginning and end of the year, as we do here, is a very crude way of

illustrating the behaviour of holders at the time of a rights issue, because some of the changes
• ,

over the year were normal buying and selling. A more useful way of demonstrating holders'

behaviour would be to analyse the position immediately before and immediately after the rights

issues, using not only the share registers but also the record of allotments. Those who are in

terested will find an analysis on these lines reported in two articles by Stephanie Edge [3,4].

However, table V.S does serve to substantiate the fact that financial institutions and the larger

charitable bodies do a lot of their acquisition of equities through rights issues, accepting not

only their own allotments but also buying up the rights of those personal holders who do not

want to exercise them fully or in part. A contributory factor in the drop of the percentage held

by executors and trustees is probably the widespread uncertainty among trustees as to whether

or not they are legally permitted to take up rights issues.
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THE ACCURACY OF THE RESULTS

1. SAMPLING E R R O R S

We have already mentioned several times that some of the estimates coming out of the survey 

are less accurate than others, and the time has now come to set bounds to the accuracy of the 

various figures in the tables. There are standard statistical techniques for determining the degree 

of error in any estimates derived from a sampling scheme. The formulae for computing the errors 

are complicated, particularly so when, as in this case, the sample is a two-stage one, first of 

companies and then of shareholders within company registers. It is only when an electronic com

puter is used to process the data that it is economically possible to carry out the calculations 

of error for all the different c la sse s  of holder as an Integral part of the programme.

Thus we could form a pretty good idea of the varying degrees of reliability of our estimates 

of registered holders. But when it came to measuring the errors incurred in allocating registered 

holdings among beneficial owners, things became more difficult. This allocation was, it is true, 

based on a sampling technique, in that the sub-sample of nominee holdings to be analysed was 

chosen arandom, but beyond this point the analysis was carried out, as we explained in chapter II, 

not by us but by the banks and other bodies which manage nominee and corporate trustee com

panies ; also, the number of Items Included In the sub-sample had to be kept down to a minimum 

and the analysis limited to one year, 1963. For all these reasons it would have been difficult 

to incorporate this analysis In our computing programme. Fortunately, In some cases we could 

check the accuracy of our figures against other. Independent, estimates. These checks will be

described in the next section, and the discussion of sampling errors In this section will refer 

only to our estimates of registered holders.

In table II.1 we gave the total value of quoted ordinary shares estimated to be held by

55
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THE A C C U R A C Y  O F  THE RESU LT S

Table VI. 1

SAMPLING ERRORS

1962 1963
Category of holder Mean

(£m)
Error
(%)

Range
(£m)

Mean
(£m)

Error
(%)

Range
(£m)

R 1. Persons 8797 2.06 8435 -- 9159 10368 2.12 9929 -  10807
R 2. Executors and trustees 2691 5.16 2413 -- 2969 2989 5.31 2672 -  3306
R 3. Insurance 2087 5.25 1868 -- 2306 2535 5.03 2280 -  2790
R 4. Pension funds 611 6.63 530 -- 692 811 6.41 707 -  915
R 5. Investment trusts 708 11.58 544 -- 872 877 10.89 686 -  1068
R 6. Unit trusts 1 —

.
— — **

R 7. Banks 216 13.20 159 -- 273 236 12.92 175 -  297
R 8. Stock exchange 1 “ — — — —

R 9. Other finance 575 19.13 355 -- 795 719 18.22 457 -  981
R 10. Charities and non-profit 433 18.02 277 -- 589 508 18.21 323 -  693
R 11. Non-financial companies 893 12.26 674 -- 1112 966 11.91 736 -  1196
R 12. Public sector 363 1.52 352 -- 374 463 1.62 448 -  478
R 13. Overseas 801 6.24 701 -- 901 1098 8.61 909 -  1287
R 14. Nominee companies 4367 3.89 4023 -- 4707 5271 4.27 4821 -  5721
R 15. Corporate trustees 549 14.57 389 -- 709 657 14.39 468 -  846

Total 1 ‘23091 1.63 22339 -- 23843 127498 1.67 26579 -  28417

each of our thirteen categories of registered holders in December 1962 and December 1963

Table VI.1 above shows the sampling error attached to each of these totals.

The figures in this table are arranged in three columns for each year. The first column,

headed 'mean', is the estimate of holdings by each category which we have used in all the tables ;

it is called the mean not to indicate an average value but because it is the mid-point of the

range within which the true figure must lie. The second column shows the coefficient of variation

of each estimate, that Is to say its standard error expressed as a percentage of its mean value.

The standard error Is a measure of sampling error and its main use is as a guide to the range

within which the true value may be expected to lie. From the theory of sampling we know that
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with samples as large as this one there is a 9S per cent probability that the true value will lie 

within a range of two (or, more accurately, 1.96) standard errors on either side of the mean, and 

is is the range which is shown in the third column. Thus there is a 95 per cent probability that 

the true value of the registered holdings of persons in 1963 lies between £9,929 million and 

£ 10,807 million. The theory also tells us that if we are content with a two-thirds probability, 

then we can halve the range so that it Is only one standard error on either side of the mean. 

Thus, taking again personal holdings In 1963, we can say with two-thirds probability that the 

true value lies between £10,149 million and £ 10,589 million. Although the true value may lie 

anywhere within the range shown in the third column of the table, and there is even a five per cent 

probability that It will lie right outside the range, the single most likely value is the one which 

we use in all the tables, the mean.

The classification of holders used in our tables Is a fairly elaborate one, and for some

purposes we have found It useful to group two or more categories Into one. In particular, we often

have had occasion to talk of personal sector holdings, the combined holdings of the first two

categories. Any such combination of categories narrows the range within which the true value

will 1 le. Thus there is a 95 per cent probability that personal sector holdings in 1963 lie within

the range between £12,815 million and £ 13,899 million, a range £428 million narrower than the

combined ranges of the two separate categories. Similarly, a grouping of the ‘ Institutions' (In-
0

surance companies, pension funds and investment trusts) has a range narrower by £424 million 

than the combined ranges of the separate categories.

The most striking feature of table VI.1 Is the great difference between the coefficients 

of variation for the Various categories. There are two factors which account for the size of the

sampling errors In the estimate for any category of holder. To explain these we must make a

brief excursion into sampling theory, but as the points are very simple we do not have to go 

into any technicalities.

The first factor Is the size of the sample, and In this context it is the absolute size 

which Is important and not the size of the sample relative to the size of the population from which 

it is drawn. The larger the sample, the more accurate is the estimate derived from it; the ac

curacy, however, does not increase in direct proportion to the size of the sample but In direct 

proportion to the square root of the size of the sample. This has an important practical corollary:

if we want to double the accuracy of a particular estimate, we have to quadruple the size of the
■

sample, to treble the accuracy we have to make the sample nine times as big, and so on.
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Since our sample covered approximately I per cent of all holdings, we can get a rough

estimate of the number of sample holdings in each category by dividing each of the estimates

of the total number of holdings in the first column of table IV .1 by 100. From this calculation it

can be seen that out of the 146,000 holdings or thereabouts in our sample for 1963, nearly

132,000 were personal sector holdings. No wonder that our estimate for this sector is one of the

most accurate. By contrast, the sample contained only about 380 pension fund holdings, 340

investment trust holdings, 420 charities and non-profit holdings and 90 public sector holdings.

The sampling errors for all these categories except the public sector are larger than average;

the explanation for the exceptionally low error for public sector holdings despite the very small

sample is that over 80 per cent of the total value is accounted for by the British government'

holding in British Petroleum, which is known with complete accuracy.

It must be obvious from comparing the numbers of holdings sampled in the various ca

tegories with the magnitudes of the sampling errors that the size of sample obtained for each

category is not the whole story. For example, there are three times as many holdings under other

finance as under investment trusts and yet the sampling error for other finance is almost twice

as big as that for investment trusts. This brings us to the second factor affecting the size of

sampling errors, which is the variation in size of the individual items making up the sample.

or the dispersion about the mean, as it is called.

The effect of variation in size can best be illustrated by an example. Let us take two

sets of five figures each to represent two samples so that the mean value of the items in each

sample is 30. The first sample consists of 0, 60, 2, 80, 8 and the second sample of 25, 35, 30,

27, 33 ; the coefficient of variation of the estimate of the mean value derived from the first sample

is 111 per cent, whereas for the second sample It is only 12 per cent.

Thus, in trying to explain the relative sizes of the sampling errors for different categories

we must look not only at the numbers of holdings In the samples of the respective categories

but also at the extent to which the holdings In the different categories vary in size. As we have

seen In chapter IV, the category 'other finance’ consists of widely dissimilar bodies, ranging from

unquoted investment trusts nearly as large as their quoted counterparts to small private com

panies which exist to hold the securities of well-to-do but not really wealthy families ; the size

of holding varies enormously. Similarly, charities and non-profit bodies range from quite small
I

charities which have just ventured into holdings of ordinary shares to the Church Commissioners,

whose ordinary share holdings were worth about £ 150 million in 1963.
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SAM PL ING  ERRORS

Up to a point we were able to limit the effect of variations in the size of the holdings 

within each category by picking out and setting aside the largest holdings in each company and 

adding them back only after the other holdings in the sample had been grossed up. But this was 

inevitably a hit-or-miss procedure, since for each company, unless the registrar had a size dis

tribution of holdings, we had to guess at what point to cut off our list of large holders ; .and there 

were many companies in which holdings only slightly smaller than those in the large-holders 

list happened to fall within the sample and had to be grossed up with the smaller holdings, thus 

possibly leading to an over-estimate of the total value of holdings in those companies. This 

situation was not so bad in those strata, composed of the large companies, in which we were 

sampling either all companies or one company in two; but in the lesser strata, composed of 

smaller companies, we were sampling one in thirty or one in fifty. Thus many of the worst sampling 

errors can be traced to the holdings that just missed inclusion in the large-holders lists of the 

small companies, since any error resulting from an excessive variation In the size of the hold

ings in these companies would be multiplied by 30 or by 50. It might be argued that it would 

have been better to remove such exceptionally large holdings from the sample and add them to 

the large-holders list, but against this It can be urged that It Is quite arbitrary to assume that 

these holdings are exceptional, since there may well be similar holdings in companies not In

cluded In the sample.

What we have just said points to one obvious limitation of the large-holders list. In a two- 

stage sample such as this, first of companies and second of shareholders within company re

gisters, there is a component of sampling error attributable to each stage -  as we might put It, 

between-companles error and a within-company error. Holdings In the large-holders list play 

no part in within-company errors, but they are a predominant cause of between-companles errors. 

Once again. It Is In the very small companies that the effect is the greatest, since we have to 

allow for the possibility that there may be similar holdings In the companies not included In the 

sample ; Indeed, some of the larger sampling errors can be traced to holdings In the large-holders 

lists of small companies. On the other hand, we can apply here exactly the same argument as 

we used above against regarding these as exceptional holdings.

The question of sampling errors has been to the fore In recent discussions of the ac

curacy of poll forecasts of election results, ai’d there the errors are so much smaller than those 

in our survey that some readers may feel that there is something amiss with our method. With 

opinion polls of this kind, however, the process is far less complicated than with our survey:
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there are only about four categories into which people in the sample can fit (each of the main

parties and ‘don’ t know'), and none of the categories occurs very infrequently. A closer analogy

to what we were attempting would be a poll of a small sample of the population with a view to

determining the distribution in the population as a whole of certain physical characteristics:

we should find it easy to arrive at estimates of the numbers of people with brown or black hair

or blue or grey eyes, but our estimates for those with wooden legs or glass eyes would have

large margins of error.

The two main characteristics of shareholdings as material for a sample survey are, as

we have seen, that certain types of holder occur very infrequently and that certain categories

have a wide variation in the size of holding. This means that sampling errors are bound to be

large for certain categories of holder, but it is reasonable to ask whether we could have done

anything more than we did to reduce these errors. The answer is that the errors could have been

reduced, but that the cost of reducing them would have been prohibitive. What we said earlier

about the accuracy of a sample being proportional to the square root of its size shows that the
X

total sample would have to be very much larger to reduce some of the errors to acceptable levels.

For example, to bring the sampling error on the estimate of investment trust holdings down to

about 2 per cent, the same level as for personal holdings, we should have had to Increase the

size of the whole sample twenty-five times until It Included one shareholding in four about

3]4 million in all. There was another possibility, that of sampling some categories more In

tensively than others. This might have involved recording, say, every charity holding, every

fifth Insurance company holding and every hundredth personal holding, but the increase in cost

would still have been very great because it would have meant examining every single holding

in the register of all the companies in the sample.

It seems, then, that we must accept the inherent limitations of share registers as a source

for sample surveys and put up with the large sampling errors on certain categories of holders.

It would certainly be silly  to reject the method because of these errors, since a survey such as

this provides much information not available otherwise. First, It has given us a tolerably ac

curate picture of the overall distribution of holdings of ordinary shares. Second, It has given us

estimates, albeit with large sampling errors, for certain categories of holdings, such as over

seas holdings, which could not be obtained in any other way. Third, it has provided a term of

comparison for estimates derived from other sources ; this Is particularly useful for the personal

sector, for which most of the existing estimates are based on estate duty statistics and are
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SAMPLING ERRORS

therefore subject to error, and for those sectors which are not covered by official statistics -  in 

fact for most categories outside the field of financial institutions. Finally, it has given us figures 

at market value as against the book value figures which often are all we can obtain from other

sources.

2. CHECKS ON THE ESTIMATES

Having calculated the possible range of error within which our estimates lie, it is inter

esting to see how they compare with estimates reached by other means. Independent estimates 

which cover roughly the same ground as we do are not numerous, but a few exist.

Let us begin with our estimates of the total market value of registered holdings, shown 

in table V I.1 as £23,091 million in 1962 and £27,498 million in 1963, which can be checked 

against equivalent figures published annually by the London Stock Exchange. As was mentioned 

in chapter I, our sample of companies was drawn from the London Stock Exchange valuation list 

for 29 March 1963. Since this particular list, in which companies are ranked in order of market 

value, is prepared only at the end of the March quarter, it served only as a sampling frame, and 

what we must use as a control are the Stock Exchange valuations at 31 December 1962 and 

31 December 1963 [8]. These end-of-year valuation figures differ somewhat in coverage from the 

March ones, in particular by completely omitting investment trusts, but it is possible to cal-
m

culate the missing elements and add then to the end-of-year figures. If we do this and compare 

the resulting totals with ours, we find that the first total differs from ours by £167 million, or 

0.7 per cent, and the second by £47 million, or 0.2 per cent. Considering that the ranges of error 

attached to our totals are 1.63 per cent and 1.67 per cent respectively, we can conclude that our 

estimates are reasonably close to the mark and that we should not have greatly Improved them 

by taking separate samples of companies which were first quoted, or which lost their quotation, 

during 1963 and therefore did not appear in the March valuation list.

Another source of control figures is the official review of statistics of financial Insti

tutions published by the Central Statistical Office [17], which gives figures for the total holdings 

of ordinary shares by insurance companies, pension funds. Investment trusts and unit trusts to 

compare with our beneficial ownership estimates. Unfortunately none of these official series

provides a complete check, either because the coverage is different from ours or, more disastrously, 

because the official figures are at book value Instead of at market value.

The two sets of figures in [17] which come closest to what we need are the series relating
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THE ACCURACY OF THE RESULTS

to holdings of investment trusts and unit trusts, where the official figures are at market value.

These two series also provide exceptionally good checks on the accuracy of our allocation

of nominee holdings, because unit trust holdings are registered exclusively under nominee

companies or corporate trustees and rather more than half the investment trust holdings also

appear to be registered under nominee companies. For unit trusts our estimates are somewhat

higher than the official figures -  £271 million against £226 million for 1962 and £ 338 million

against £300 million for 1963. For investment trusts our estimates are 22 per cent higher than

the official figures for 1962 and 16 per cent higher for 1963. Actually, our survey deals only

with investment trusts quoted on the London Stock Exchange, whereas the official statistics

cover a slightly different population, including some unquoted investment trusts and leaving

out some of the quoted ones; without a great deal of detailed research we cannot be certain

whether an official estimate of all quoted investment trusts would be higher than the published

figures or not. This particular check, therefore, gives an indeterminate result, but the chance

are that we have somewhat over-estimated investment trust holdings.

Pension funds also make considerable use of nominee companies and corporate trustees.

but the comparison with official statistics is made very difficult because the official figures

for local authority and other public sector pension funds are at book value and only those for

private pension funds are at market value. If we try to remedy these deficiencies of the official

statistics as best we can, we reach the tentative conclusion that our figures under-estimate

total pension fund holdings by anything up to £200 million.

The official figures for insurance company holdings of ordinary shares are all at book

values, so that no direct comparison with our estimates is possible. Another set of independent

estimates is available, however. This is a calculation of the market value of insurance com

pany holdings which we made in another connection [12]. Although this calculation was fraught

with difficulties and had large margins of error, it is interesting to see that the results compare

fairly closely with the estimates derived from the present survey: the figure for British insur

ance company holdings of quoted ordinary shares in 1962 was £ 2,345 million, as against

£2,244 million (including £404 million under nominee companies) estimated in the present

survey; the corresponding figures for 1963 are even closer -  £2,769 million against £2,725

million (including £482 million under nominee companies).

The various checks which we have been able to make seem to show that the estimates

of beneficial ownership of quoted ordinary shares which we have presented here are no further
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CHECKS ON THE ESTIMATES 63

from the mark than those of registered holders, to which we were able to attach definite margins 

of error. The fact that these checks are so few and, except for unit trusts and Investment trusts, 

rather inconclusive underlines the necessity for carrying out surveys from the registers from 

time to time. Most students of financial matters would agree that the only valid basis for com

paring portfolios of ordinary shares is their market value, and yet it is only for Investment 

trusts, unit trusts and private pension funds that there exist published statistics of holdings 

at market value. For a few other types of holder we can build up Imperfect estimates from 

scattered data, but for the remainder we have no information except that derived from a register 

survey of this type. Despite the sampling errors, therefore, register surveys are indispensable.

An encouraging sign for those who think as we do Is that there Is now a move to make 

use of modern computing facilities In the maintenance of share registers: already, here and 

there, registers can be found not drawn up in ledgers or on cards but stored in the memory of 

a computer. Since this method of keeping records has many practical advantages, It is likely 

to become more widespread. As it does, the difficulties which now beset register surveys, and 

above all the uncertainty due to sampling errors, will greatly diminish, because the more re

gisters become computerised, the less will it be necessary to have recourse to sampling.

Of course some of the benefit arising from this will be lost unless the entries from dif

ferent registers can be easily aggregated. This means that a concerted effort should be made
0

as soon as possible to standardise the classifications of registered holders and beneficial 

owners.The categories used in this paper, which have been worked out with the help of practical 

advice and have been tested by application, might provide a starting point, bearing in mind 

that they could alw'ays be amended if further testing showed this to be desirable.

If such technical problems as these can be satisfactorily resolved, the time may not 

be very far when, with much less expenditure of time and money than is necessary today, re

liable register surveys will be a regular feature of financial statistics.



< 1
K\

Ik

I  4

<A .

\ f

rr*]
j .  \

LIST WORKS CITED

BANK OF ENGLAND. Bank oj England Quarterly Bulletin. London, quarterly.

CAMBRIDGE, DEPARTMENT APPLIED ECONOMICS. A Social Accounting Matrix
for 1960. No. 2 In .4 Programme for Growth. Chapman and Hall, London, 1962.

CAMBRIDGE, DEPARTMENT OF APPLIED ECONOMICS. Exploring 1970: No. 6 In A
Programme for Growth. Chapman and Hall, London, 1965.

COMPANY LAW COMMITTEE. Minutes of Evidence taken before the Company Law Com
mittee. H.M.S.O., London, 19 parts, 1960-61.

EDGE, Stephanie K. Shareholders' reaction to rights Issues. The Manchester School of
Economic and Social Studies, vol. XXXIII, no. 3, 1965, pp. 263-84.

EDGE, Stephanie K. Sources of funds from rights issues and their cost. Journal oj Eco
nomic Studies, vol. 1, no. 1, 1965, pp. 30-50.

FEINSTEIN, C.H., and J .R .S .  REVELL. Who owns ordinary share capital? The Times,
23 June 1960,

LONDON, COUNCIL OF THE STOCK EXCHANGE. Interest and Dividends upon Secu
rities Quoted on the Stock Exchange London. London, annually.

LONDON, COUNCIL OF THE STOCK EXCHANGE. How Does Britain Save? London,
1966.

NEW YORK STOCK EXCHANGE. The Million: 1962 Census oj Shareowners in

I

17. U

18. U

19. U

20 . U

.  >



« •

A LIST OF WORKS CITED

America. New York, 1962.

NEW YORK STOCK EXCHANGE. Shareownership U .S,A ,: 1965 Census of Shareowners.
New York, 1965.

REVELL, Jack. The wealth of the nation. Moorgate and Wall Street, Spring 1966, pp.57-89.

REVELL, J.R .S ., and G.C. HOCKLEY. A survey of the holders of local authority debt.
Local Government Finance, vol 64, no. 7, 1960, pp. 164-8.

REVELL, J.R .S ., and G.C. HOCKLEY. Holders of local authority stocks and bonds. Local
Government Finance, vol. 64, no. 12, 1960, pp. 282-6.

U.K., BOARD OF TRADE. Insurance companies in 1964. Board of Trade Journal, H.M.S.O.,
London, vol. 189, no. 3563, 1965, pp. 18-20.

U.K., CENTRAL STATISTICAL OFFICE. More light on personal saving. Economic Trends,
H.M.S.O., London, no. 138, 1965, pp. xviil-xxiii.

U.K., CENTRAL STATISTICAL OFFICE. Financial Statistics. H.M.S.O., London, monthly. 

U.K., CENTRAL STATISTICAL OFFICE. National Income and Expenditure. H.M.S.O.,
London, annually.

U.K., CENTRAL STATISTICAL OFFICE. United Kingdom' Balance of Payments. H.M.S.O.,
London, annually.

U.K., INLAND REVENUE. Report of the Commissioners of H.M. Inland Revenue. H.M.S.O.,
London, annually.

WIDER SHARE OWNERSHIP COMMITTEE. Savings and Attitudes to Share Owning. London,
1962.



APPENDIX A

THE CATEGORIES OF HOLDERS AND OWNERS

Number and description
of category

1. Persons

2. Executors and 
trustees

3. Insurance

, I

4. Pension funds

ft

* h

\

5. Investment 
trusts

Definitions for 
registered holders

Definitions for 
beneficial owners

Individual persons 
Husband and wife (Mr. and 
Mrs. with the same name 
and address)

Executors
Two or more persons (other 
than husband and wife)
Bank designated accounts

(a) U.K.-registered Insurance 
companies
Overseas-registered Insur
ance companies operating 
in the U.K.

Both groups include designated 
accounts

Corporate bodies known to have 
the sole function of holding se
curities for a specified pension 
fund

All investment trusts quoted 
on the London Stock Exchange

As in R list, and including benefi
ciaries of relevant holdings under
R 3, R 14 and R IS

(a) Executors
Family trusts and settlements

(c) Bank designated accounts 
(assumed to be executorships)

Groups (a) and (b) Include benefi
ciaries of relevant holdings under
R 3, R 14 and R 15

U.K.-registered insurance companies

(a) Beneficiaries of all holdings 
under R 4
Beneficiaries of all holdings 
under R 12 (c)
Beneficiaries of relevant hold
ings under R 2 (b), R 14 and
R IS

As in R list, and including benefi
ciaries of relevant holdings under 
R 14 and R 15

I
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THE CATEGORIES OF HOLDERS AND OWNERS

Number and description
of category

Unit trusts

Banks

8. Stock exchange

9. Other finance

Definitions for 
registered holders

The groups In this category do 
not have holdings registered in 
their names

This category includes all 
register entries In which a 
bank Is given as sole holder

The groups In this category do 
not have holdings registered In 
their names

Unquoted investment trusts 
(companies whose main 
function appears to be the 
holding of securities)

Quoted and unquoted pro
perty companies
Quoted and unquoted finan
cial trusts (the unquoted 
companies In this group are 
mainly engaged In hire pur
chase and similar activities)

Definitions for 
beneficial owners

Clients of nominee companies 
described as unit trusts by 
bodies analysing nominee 
holdings
Clients of nominee companies
described as Investment clubs 
by bodies analysing nominee, 
holdings
Members of the Association of 
Investment Clubs Ltd.

As In R list, and Including benefi
ciaries of relevant holdings under
R 14 and R IS

Clients of nominee companies 
described as stockbrokers or 
jobbers by bodies analysing 
nominee holdings
Stockbrokers and jobbers ap
pearing as directors of nominee 
companies (assumed to be sole 
beneficiaries of their companies' 
holdings)

As in R list, and Including benefi
ciaries of relevant holdings under 
R 14 and R 15
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APPENDIX A

Number and description Definitions for Definitions for
of category

non-profit

11. Non-financial
companies

Public sector

registered holders beneficial owners

10. Charities and (a) Charitable institutions As In R list (a) to (g), including be-
(b) Universities, colleges, learned of relevant holdings under

societies, and other educational \  ̂ ^  ^
and cultural institutions

(c) London livery companies
(d) Trade unions
(e) Friendly societies
(/) The Church Commissioners
(g) Any other non-profit-making

institution
(h) The Ministry of Agriculture

coupled with the name of a
college

(i) The Official Custodian of
Charitable Funds
Charities Official Investment
Fund (C.O.LF. Nominees Ltd.)
All corporate bodies whose sole
function Is to hold securities
for groups (a) to (g)

Broadly speaking, this category As In R list, and including benefi-
Includes all companies, both quoted claries of relevant holdings under
and unquoted, engaged in any pro- R 14 and R 15
ductive activity other than banking,
insurance and finance

The Treasury Solicitor
(nominee for the central

(a) The central government

government)
(b) Public corporations

Public corporations (mainly
nationalised industries)
Local authorities (including
harbour boards, water boards
and similar bodies)
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THE CATEGORIES OF HOLDERS AND OWNERS

Number and description
of Category-

Definitions for 
registered holders

Definitions for 
beneficial owners

13. Overseas Holders with addresses outside 
the U.K. (Including addresses 
in the Channel Islands and 
the Isle of Man)

As In R list, and including benefi
ciaries of holdings under R 3, R 14 
and R 15

Nominee companies] All companies whose sole pur
pose is to hold securities for 
clients, other than those speci
fied under R4, RS, R9, R 11 
and R 15

Corporate
trustees

Executor and trustee com
panies (mainly controlled 
by banks)
The Public Trustee

(c) The Accountant General 
of the Supreme Court

(d) The Official Solicitor

The companies In this category 
cannot, by definition, be benefi
cial owners

The groups in this category 
cannot, by definition, be benefi- 

owners
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APPENDIX B

THE SAMPLING SCHEME

1. AIMS

The principal aims of the survey were:

(a) to estimate for each type of holder the number and market value at 31 December 1962 and

31 December 1963 of holdings of ordinary shares quoted on the London Stock Exchange;

(b) to estimate the net value of transactions in ordinary shares during 1963 by each type of

holder, with special reference to the personal sector.

The scheme outlined below was designed to meet these aims as accurately as possible

with the resources available to us.

2. T H E  G E N E R A L  C H A R A C T E R  OF THE SCHEME

At the time of the survey, the total number of ordinary share Issues of companies re

gistered in Britain with a quotation on the London Stock Exchange was around 3,600; and the

registers of holders of these share issues contained in all more than 14,000,000 entries. The

registers varied in size from that of I.C.I. with 450,000 holders to one very small company with

41 holders; and, of course, the size of the holdings varied enormously too. Since our main in

terest was in the market value of the holding of each type of holder, It would not have been

satisfactory in practice to treat all the registers as one immense register and take from It a

random selection of the holdings, because In this way larger holdings would have had no more

chance of selection than small holdings. Thus we should have spent a great deal of effort col

lecting Information about holdings that contributed very little to the total market value. More

over, such a method would have been inefficient for another reason: it would have forced us to

examine almost all the registers, an expensive procedure. In these circumstances, a more econo

mical method is to sample the population In two stages ; drawing first a sample of share issues

and then a sample of the holdings in each register selected at the first stage. At each stage,

the size of the unit (issue and holding respectively) was kept in mind, so as to avoid as far as
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THE SAMPL ING  SCHEME

Table B .l

THE SAMPLE OF SHARE ISSUES

Stratum

Market value Number of 
share issues Sampling

fractionApproximate 
range 

(£ million)

Percentage 
of total Stratum Sample

Voting sha\res

A Over 100 37 39 38 1/1

B 45 -  100 15 60 29 1/2

C 10 -  45 23 300 30 1/10

D 3 -  10 15 600 20 1/30

E Under 3 10 2605 45 1/50

Total 100 3604 162

Non-voting silares

F Over 30 64 4 4 1/1

G 5 -  30 26 23 5 1/5

H 1 -  5 10 42 5 1/8

Total 100 69 14

possible an expenditure of effort disproportionate to the contribution that the resulting data could 

make to our final estimates.

3.  THE S A M P L E  OF SHARE I S S U E S

The frame from which the sample was drawn was a list, prepared by the London Stock 

Exchange on its punched-card tabulators, of all quoted ordinary share issues arranged in the 

order of their market value at 29 March 1963. There were separate lists for voting shares and for 

non-voting shares.

The nature of the sample drawn is indicated in table B .l above and the list of companies 

included is set out in appendix C, grouped according to the different strata A through H.

As can be seen from table B .l , the list of voting shares was divided into five strata

f/
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(A through E) depending on total market values; and, in a similar way, the list of non-voting

shares was divided into three strata (F through H). Fifty-one small issu es of non-voting shares,

om

The sampling fractions used are shown in the final column of the table and the size of

the samples in the different strata are shown in the penultimate column. Although the sampling

fractions diminish greatly as we move from the largest to the smallest issu es, the resulting

samples are roughly in line with the contribution of each stratum to the total market value of all

Issues, except that the fraction for stratum E was raised to obtain a relatively higher represent

ation of small issu es of voting shares.

Eight companies in the original sample had to be exluded either because the directors

refused to allow us to analyse the share register or because there had been exceptionally com

plicated changes in issued capital which our computer programme was not adapted to deal with.

The number of share issu es shown in the penultimate column of table B .l is the final number

on which our tabulations were based.

sometimes of companies

some

companies have more than one issue of voting shares, the various share issues of a single com

pany might have appeared separately in the sample. In fact this did not happen, and so we can

reasonably speak of a sample of companies.

4. T H E  S A M P L E  OF HOLDINGS

At the second stage of our sampling scheme, the problem was to extract an appropriate

amount of information from each of the registers selected at the first stage. The procedure fol

lowed can conveniently be described under two headings: (a) the treatment of large holders;

(b) the treatment of other holders.

(a) The treatment of large holders. As has been said, the size distributions of holdings in any

register are highly skew. As a result, the resources available for a survey of this kind would be

used to the best advantage if we could find a means of stratifying holdings so that we could

apply an appropriate sampling fraction to each stratum. This is not practical, as it is with issues,

because holdings are in many cases very numerous and are not ordered according to size. It

would, therefore, be very laborious to stratify them.
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THE SAMPLING SCHEME

Table B.2
THE SAMPLE OF HOLDINGS

Number of holders 
in register

Sampling
fraction

Sample
size

Large holders All registers 1/1 • •

Other holders Over 100,000 1/100 •  •

10,000 -  100,000 • • 800 -  1000
Under 10,000 1/2 500 -  800

Note, Where there were less than 10,000 holders, the rule yielding
the smaller sample for ‘other holders' was followed.

One step can, however, be taken with comparative ease, and that is to make a separate 
list of large holders and include them all in the sample. Many registrars maintain a list of their 
large holders ; and in other cases such holders can readily be identified by turning over the pages 
of a recent list of dividend payments. These lists are compact documents, and it is usually poss
ible to detect the sheets containing large holders from the size of the totals at the bottom of the 
sheets.

Whichever method Is adopted, their remains the question of an appropriate definition of
I

‘large'. From experience gained by examining a limited number of size distributions of holders, 
we came to the conclusion that the best course would be to define Marge' as that number of top 
shareholders whose holdings accounted for some 15 to 20 per cent of the market value of the 
Issue.

{b) The treatment of other holders. Since we had no means of stratifying these holders, our 
method was to use a sampling fraction of 1/100 for very large registers and to adopt a size of 
sample instead of a sampling fraction In the case of most other registers In order to maintain 
in each case the absolute size of the sample.

The sample of holders is summarised in table B.2 above.

5. THE SELECTION OF HOLDINGS
Registers fall into three main types: trays of cards, volumes of loose leaves or pages
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of computer print-outs. The procedure for selection consisted of finding from the registrar the
number of holdings at 31 December 1963, dividing this number by the number of trays, volumes
or pages in the register and so obtaining the number of holdings to be selected from each tray,
volume or page. This procedure never yielded exactly the size of sample aimed at, though the
differences were very small. In each case, the grossing-up factor used to estimate the number of
holdings in each category was the number of holdings In the register less the number of large
holdings, all divided by the number of holdings in the sample; and the grossing-up factor used
to estimate the value of holdings In each category was the value of holdings in the register
less the value of large holdings, all divided by the value of other holdings in the sample.

The work of selection in registrars' offices was usually carried out by different people
acting mainly on written instructions and with only a brief verbal explanation from a member of
our group. The instructions differed slightly from company to company, depending on the type of
register in use. Naturally, these instructions had to be simple and precise since otherwise
mistakes would have been unavoidable.

Once the number of holdings to be selected from each tray, volume or page had been de
termined, the instructions were to insert the appropriate number of markers at roughly equal in
tervals and to select the holding immediately after the marker. The holding Indicated in this way
was not always suitable, usually for one of three reasons: (i) it was a debenture or preference
share, since these are sometimes included in the same register as ordinary shares; (il) it was
included In the list of large holders; or (iii) It had been acquired after 31 December 1963. In all
such cases, the next holding that satisfied our requirements was selected instead.

By these means we obtained information about holdings at 31 December 1963; but we
also needed Information about holdings a year earlier and about net transactions in 1963. Each
additional requirement introduced a complication of its own.

Where a holding, though possibly changed In size, existed at both dates no difficulty
arose. In a minority of cases, however, a holding was completely sold out In the course of the
year, and when this happened It would normally be withdrawn or 'stripped' from the current re
gister and filed in a 'dead' register. The intervals between 'strippings' of the current register
varied considerably between companies, and the 'dead' register was often filed in alphabetical
order irrespective of the year In which the holding had been sold out. Sampling the 'dead' re
gisters presented difficulties because the total number of holdings they contained was seldom
known. What we did was to select the same number of holdings from each tray, volume or page
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THE SAMPLING SCHEME

of the Mead' register as we had selected from the current register; but in this case we Mid not 
replace holdings selected that did not happen to be in the required category.

The collection of information about transactions was complicated by the fact that some 
companies had made a scrip issue during 1963. Although such an Issue does not affect the fig
ures for the market values of holdings at the beginning and end of the year, It does upset the 
calculation of transactions during the year. Accordingly, whenever a scrip issue had been made 
we needed an additional set of figures: holdings Immediately after the issue. It was not dif
ficult to adapt our computer programme to absorb this Information and produce correct figures 
for transactions during the year.

6. EDITING AND COMPUTING

A list of 87 categories of holder was prepared, and all holdings were allotted to one or 
other of these categories. When the category of a holder could not be determined from the name 
entered in the register or by checking against prepared lists of Investment trusts, banks and 
similar bodies or by consulting a reference book, the file of the company concerned was examined 
at Companies House.

The data from each share register were punched on paper tape, and the first stage of the
analysis was carried out on the University's computer, TITAN. The computer programme produced
the following Items of Information for each of the 87 codes within each share register:

#(a) market value bf holdings In 1962 and 1963 ;
(b) market value of transactions during 1963 ;
(c) number of holdings in 1962 and 1963 ;
(d) number and market value (at average prices of the year) of holdings which during 

1963 had been (i) Increased in value, (ii) decreased In value, (Hi) sold out and (Iv) 
newly bought;

(e) sampling errors of (a) and (b).
The second stage of the analysis, consisting of aggregating and summarising the results 

of stage 1, was largely carried out on desk calculators.
In pricing share Issues to yield market value, the price taken was that used by the London 

Stock Exchange for Its valuation lists, namely the lower price of the range in the Stock Exchange 
Daily Ojjicial List. Transactions were priced from the annual average of month-end quota-
tions.

u



APPENDIX B

7.  THE ANALYSIS OF B E N E F I C I A L  OWNERSHIP

nominee

The various subsidiary enquiries necessary to determine the beneficial ownership of 

nominee and trustee holdings were carried out while the analysis of registered holders was being 

edited and computed. The first task was to record on a separate sheet for each nominee company, 

corpaate trustee or similar body the holdings registered in its name. Whenever an intermediary

controlled several nominee companies, these were all grouped together under the controlling 

body (usually a bank), and a sample of 30 or 40 holdings was chosen at random from all the

holdings of that body and presented for analysis; when designated accounts were in

volved a larger sample was used.

The nominee company was asked to divide the total value of the holding at 31 December

1963 into the same categories of beneficial ownership as we used in the rest of the survey (with
out, of course, revealing any names) and to report the number of beneficial owners in each ca

tegory. It sometimes happened that one large client of the nominee company would dominate the 

holding, and the controlling bodies were able to disguise this either by omitting the numbers 

of owners in all categories or by adding the analyses of several nominee holdings together. 

To enable the adding together of several sample nominee holdings to be done correctly we gave 

the controlling body the factor by which each holding had to be multiplied before adding it to 

other holdings; these factors took care of the conversion to market value and allowed for the 

chances of each holding appearing in the sample.

When the analyses were returned by the nominee companies or other bodies, they were 

aggregated within groups of nominee companies and the resulting proportions were used to divide 

the total for the registered holdings of that group of nominee companies estimated from the main 

survey. A certain amount of stratification of nominee companies was done to reduce the vari

ability of the results. For example, of the nominee companies controlled by London clearing 

banks, those companies dealing with business in the City of London were separated from those 

dealing with general branch business, and certain nominee companies which catered for only 

one class of owner were dealt with separately.

Trust holdings registered in the names of insurance companies could be dealt with quite

easily. Those companies which designate their accounts In share registers provided sufficient 

information on the designations to ensure that all trust holdings were attributed to the appropriate 

category. Most of the insurance companies whose holdings were always in one block entry assured

5' >



) THE SAMPLING SCHEME

I

US that there were no trust holdings included.

Joint accounts were defined as holdings in the names of two or more persons, other than 

'Mr. and Mrs.' at the same address, and a sub-sample of these was drawn as holdings were re

corded from the register. This sub-sample comprised all entries of £1,000 or more in market
4

value and every tenth entry below £ 1,000, and the names of all the holders and the address of 

the first-named were recorded on separate sheets. The first-named holder was then written to 

and asked (a) whether the holders were joint beneficial owners or (b) for what type of trust they 

were acting as trustees. After some 500 postal requests had been made and 400 replies received, 

the enquiry was stopped: as shown in section 3 of chapter II, all but a tiny proportion of the 

replies indicated that the joint holders were executors or trustees for family trusts.

I
f|
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British-American Tobacco Co. Ltd

Courtaulds Ltd.
The Burmah Oil Co. Ltd.
Royal Insurance Co. Ltd.
The Imperial Tobacco Co. (of Great Britain and Ireland) Ltd.
Barclays Bank Ltd.
Guest, Keen and Nettlefolds Ltd.
General Accident Fire and Life Assurance Corporation Ltd,
Midland Bank Ltd.
The Prudential Assurance Co. Ltd.
Legal and General Assurance Society Ltd.
National Provincial Bank Ltd.

19 Commercial Union Assurance Co. Ltd.
A 20 Lloyds Bank Ltd.
A 21 Boots Pure Drug Co. Ltd.
A 22 The British Motor Corporation Ltd.
A 23 J. & P. Coats, Patons and Baldwins Ltd.
A 24 United Drapery Stores Ltd.
A 2S The Associated Portland Cement Manufacturers Ltd.
A 26 Ranks Hovis McDougall Ltd.
A 27 Allied Breweries Ltd.
A 28 Turner and Newall Ltd.
A 29 •  «Associated British Foods Ltd
A 30 The Metal Box Co. Ltd.
A 31 Reckitt and Colman Holdings Ltd.
A 32 Eagle Star Insurance Co, Ltd.
A 33 tDaily Mirror Newspapers Ltd. (April 1963 merged with Sunday Pictorial Newspapers

Ltd., etc. to form International Publishing Corporation Ltd.)
A 34 Tube Investments Ltd.

78

A 5

A 5 
A 5

B
B
B
B
B
B
B
B
B
B

C
C
c
c
c
c
c
c



Gallaher Ltd.
Associated Electrical Industries 
Dunlop Rubber Co. Ltd.

Arthur Guinness Son and Co. Ltd.
The British Oxygen Co. Ltd.
Beecham Group Ltd.
The Leyland Motor Corporation Ltd. 
The Bowater Paper Corporation Ltd. 
Guardian Assurance Co. Ltd.
British Shoe Corporation Ltd,
Scottish and Newcastle Breweries Ltd
The Rio Tinto-Zinc Corporation Ltd.
The City of London Real Property Corporation
Hudson's Bay Co.
The United Steel Companies Ltd.
The Alliance Trust Co. Ltd.
International Computors and Tabulators Ltd. 
Hawker Siddeley Group Ltd.
Tate and Lyle Ltd.
Pearl Assurance Co. Ltd.
Elliott Automation Ltd.
Stewarts and Lloyds Ltd.
Philip Hill Investment Trust Ltd.
Electric and Musical Industries Ltd.
City Centre Properties Ltd.
The Industrial and General Trust Ltd.
Steel Company of Wales Ltd.
Courage Barclay and Simonds Ltd.
The British South Africa Co. Ltd.

*Cerebos Ltd.
National Commercial Bank of Scotland Ltd. 
Albright and Wilson Ltd,
The Consolidated Gold Fields of South Africa Ltd

C 2 
C 3 
C 4 
C S 
C 6 
C 7 
C 8

John Summers and Sons Ltd.
The Globe Telegraph and Trust Co. Ltd 
United Biscuits Ltd.
WItan Investment Co. Ltd.
Castrol Ltd.
Flsons Ltd,
Brooke Bond and Co. Ltd,
Allied Industrial Services Ltd.
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APPENDIX C

\

C 20 
C 21 
C 22 
C 23 
C 24 
C 25 
C 26 
C 27 
C 28 
C 29 
C 30

Sun Life Assurance Society 
The British and CommcMiwealth Shipping Co. 
Dorman Long and Co. Ltd.
The Chartered Bank
Showerings, Vine Products and Whiteways Ltd. 
Ross Group Ltd.
St. Martins Property Corporation Ltd.
Liner Holdings Co. Ltd.
Qualcast Ltd.
Rowntree and Co. Ltd.
American Trust Co. Ltd.
Rover Co. Ltd.
Portals Ltd.
The Inveresk Paper Co. Ltd.
The Investors^ Mortgage Security Co. Ltd. 
Stock Conversion and Investment Trust Ltd. 
Metropolitan Trust Co. Ltd.
Harveys of Bristol Ltd.
Dimplex Ltd.
The English and New York Trust Co. Ltd.
The Proprietors of Hays Wharf Ltd.
Low and Bonar Ltd.

D 20

Lombard Banking Ltd.
The National Discount Co. Ltd.
F.M.C. Ltd.
Storey Bros, and Co. Ltd.
Walmsley (Bury) Group Ltd.
Henlys Ltd.
Inchcape and Co. Ltd.
Harrisons and Crosfleld Ltd. 
Stevinson, Hardy and Co. Ltd.
Chubb and Son Ltd.
The Sungei Besi Mines Ltd.
The Camperdown Trust Co. Ltd. 
Rotaprint Ltd.
East of Scotland Trust Ltd.
Johnson Group Cleaners Ltd.
The Borneo Co. Ltd.
Edger Investments Ltd.
Bifurcated and Tubular Rivet Co. Ltd. 
Macowards Ltd.
Carlton Holdings Ltd.

Alfred Dunhill Ltd.



THE COMPANIES IN THE SAMPLE

E 2
E 3
E 4
E S
E 6
E 7
E 8
E 9
E 10
E 11
E 12
E 13
E 14
E IS
E 16
E 17
E 18
E 19
E 20
E 21
E 22
E 23
E 24
E 25
E 26
E 27
E 28
E 29
E 30
E 31
E 32
E 33
E 34
E 35
E 36
E 37
E 38
E 39
E 40
E 41
E 42
E 43
E 44
E 45

David Whitehead and Sons (Holdings) Ltd. 
*Boddingtons' Breweries Ltd.

The Bradford Dyers' Association Ltd. 
tFitzroy Finance Ltd.

Edmunds, Walker and Co. Ltd.
Ambrose Investment Trust Ltd.
Hill, Thomson and Co. Ltd.
Austins of East Ham Ltd,
Straits Rubber Co. Ltd.
Jonas Woodhead and Sons Ltd,
Frederick Hotels Ltd.
Farley's Infant Food Ltd.
S. Bellman and Sons Ltd.
A. Lewis and Co. (Westminster) Ltd.
Parkinson Cowan Ltd.
St. James Court Estate Ltd. 

t  Cambrian and General Securities Ltd.
W.W. Chamberlain (Associated Companies) Ltd. 
Plfco Holdings Ltd.
McKay Securities Ltd.
Rembau Je le l Rubber Ltd.
Capital and Provincial Property Trust Ltd.
Jentique Ltd.
Property Partnerships Ltd.
Newton Bros. (Derby) Ltd,
Hongkong Tin Ltd.
Anglo-Continental Investment and Finance Co. Ltd. 
Associated Motor Cycles Ltd.
Bazaloni Tea Co. Ltd.
Robert Kitchen Taylor and Co. Ltd.
Northern Commercial Vehicles Ltd.
The Lampa Mining Co. Ltd.
India General Navigation and Railway Co,
The Richmond Park Laundry Co. Ltd.
Achabam Tea Co. Ltd.

*Hunslet (Holdings) Ltd.
SIttang Valley Rubber Estate Ltd.
The London Pavilion Ltd,
Minty Ltd.
British Indestructo Glass Ltd.
Brighton and Hove Stadium Ltd.

t  Jerome Ltd. (Name changed July 1963 to Bennett 
Hall and Earl Ltd.
E. and E. Bottomley Ltd.
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E 46
E 47
E 48
E 49
E SO
E 51

F 1
F 2
F 3
F 4

G 1
G 2
G 3
G 4
G 5

H 1
H 2
H 3
H 4
H 5

Ti V i

APPENDIX C

Alfred Lockhart Ltd.
Dolton, Bournes and Dolton Ltd.
John Duckworth and Son (Blackburn) Ltd.
Bank Bridge Rubber Co. Ltd. 

t  Dufay Ltd.
Woodend (KelanI Valley, Ceylon) Rubber and Tea Co

Marks and Spencer Ltd.
Great Universal Stores Ltd.
Sears Holdings Ltd.
The British Electric Traction Co.

Montague Burton Ltd. 
J . Lyons and Co. Ltd 
Jaguar Cars Ltd. 
Chubb and Son Ltd. 
Rootes Motors Ltd.

Regional Properties Ltd.
Fisher's Foils Ltd.
Lewis and Peat Ltd.
Steinberg and Sons (London and South Wales) Ltd 
P.C. Henderson Ltd.

Excluded from sample as company refused to provide facilities for sampling the register 
t Excluded from sample due to complicated changes In Issued capital.
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