




















-6 - Portfolio Tuvestment in U. S.

held by residents of these two countries and Canada. 1/ Table V
i V'Qfﬁgps’a basis for comparing current holdings -- total and for in-
l!;« dividual countries -- with one prewar and two earlier postwar dates
v == mid-1937, before net liquidation of holdings began; 1946, the
beginning of the postwar period; and 19L9, the latest year when
average stock prices approximated the prewar level,

B These estimates indicate that bztween 1937 and 1949,
British holdings were reduced by over $1 billion and the holdings
of almost all countries declined somewhat. Since 1919, the hold~
ings of all countries shown in the table except the United Kingdom
and France have been rebuilt to above the prewar level, and the
Uni?ed Kingdom has regained almost all of its losses in the earlier
period. In most cases increases in value represent net purchases
and appreciation over the period. However, the dollar value of the
hgldings of a few countries -- Canada and the Hetherlends, in par-
ticular -~ has increased by less than the average appreciation, as
there have been fairly consistent net sales of stocks by these
countries over the period.

Recent developments in international markets

Along with the increased volume of foreign stock trans-
actions in this country, there have also beea developments outside
the United States indicative of greater potential interest in U. S,
securities. American sellers have increased their efforts to mar-
ket stocks in Europe, particularly in Zurich, London, and Amsterdam.
American brokerage firms are establishing additional offices, in
some cases, such as in Zurich, where no American firm has previocusly
been located. They have also been instrumental in adding stocks of
many companies and of a number of mutual funds to the listings of
the European exchanges,

To facilitate sales abroad, the American seller is now
offering European investors a type of paper which is commonly used
in some of these countries in connection with certain domestic
transactions, called a "bearer deposit receipt." This is a market-
able coupon-type certificate issued against securities on deposit
in the United States. Thsse certificates are attractive to foreign
investors not only because they are already familiar with the

1/ It should be noted that the distribution of holdings by country
is based on reports of transactions for foreigners. In such re-
ports, transactions are listed on the basis of the country of the
dealer effecting the transactions, although the dealer may be act-
ing on behalf of individuals from countries other than his own.
This might be true, for instance, with respect to dealers in the

' United Kingdom and Switzerland.
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earer deposit receipt and use of the receipt will shorten the tim
uired to execute transactions, but also becsuse they presumabl
- may offer the holder a possibility of tax avoidance. : E
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ey In the postwar period, net foreign private portfolio i
vestment in the United States is a recent development, concentrat
in four years 1951, 1953, 195h, and 1955. This net investment ha
‘been almost entirely in U. S. corporate stocks. From the domesti
standpoint, it appears that foreign transactions have had little,
if any, influence on rising stoclk market prices, and capital flows
from stock purchases have assumed a minor role in the over-all .
‘composition of the U. S, balance of payments.

On the other hand, the international aspects of this in-
vestment activity appear to be of more significance, Foreign coun
tries have already shown an inclination toward the release of dol
lar holdings for private investment. Through net transactions a
appreciation, mainly the latter, the value of their U, S. stock
holdings has been increased by over $3.h billion in the postwar
period, and the total is now estimated at about 6.2 billion.
Yearly additions to the value of equity holdings are approaching
the high amount of additions to foreign gold and liquid dollar ho
ings. Continuation of accumulations of foreign private dollar b
ances, together with added inducement to invest through new insti-
tutional arrangements to expand markets for U, S. securities abroa
contribute to expectation of a significant increase in the poten-
tial future flow of foreign investment funds to the United States.
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