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It is somewhat more than six months since. I First had the privileg~ 9f

speaking to a group of the Security. Traders.
. . That 'Was at a delightful luncheon

I;'

in San Francisco last September. Some of-you who are here this evening.were
present then. It is good to meet with you a~ain here in Pittsburgh, CL~dto talk

,

again vdth you, and with your Pittsburgh colleagues, about some of the problems
Ln which you, ,~s members of the securities industry, and we on the Commission,
have-a common interest.

I don't propose to announce any startling new policies of the Commission
tonight. Nor do I plan to discuss in aqy detai~ the technical aspects of
questions we have had under consideration. This doesn't seem to ,me to ~e the
sort of occasion for that.

Instead I want to speak furt~er, and rather briefly, about the subject
that bore the main burden of roy remarks in San Francisco -- about th'e
desirability of a close~ understanding between members of the securities industry
and the Commission -- an~ continued collaboration b.Y representatives of the..
industry with the Commission and its staff in attempti~g to ~~rk out practical

. ..
ways of dealing with the problems we have in common.

Although ther~ had been much private discussion about the desirability
-of such collaboration I don't recall tha~ recently it had been publicly urged .•

on the Commission's behalf until last summer and early fall.
Since that time there has been a highly gratifying conversion of what

might have been merely a pleasant exchange of benign sentiment into practical
work together.

In San Fr8L~cisco .I pointed out that the SEC c~e into being at about
the same time as the National Security Traders Association. I said that we

are concerned officially w:i th many. of.~he same problems that concern you in
"-

your day to day business -- that we are concerned basically, as you are, that

' 

• 
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t he  s e c u r i t i e s  markets s h a l l  func t ion  e f f i c i e n t l y  -- t h a t  we a r e  concerned, a s  

you a re ,  t h a t  those  markets s h a l l  serve  rr i th t h e  h i g h t e s t  e f fec t iveness  i n  the  P r (  

- gathering of c a p i t a l ,  genuinely needed t o  f inance  i n d u s t r i a l  and commercial. 

d i s t r i b u t i o n  and t r ad ing  of s e c u r i t i e s .  I think we would a l l  agree t h a t  those  1 i n  

en te rp r i se ,  and i n  prokidink f a c i l i t i e s  f o r  t h e  ready exchange of i n t e r e s t s  i n  

such e n t e r p r i s e  between those who want t o  dispose of them and o t h e r s  who want 

t d  acquire them. 

funct ions  a r e  not  only u s e f u l  but  e s s e n t i a l  t o  t h e  e f f e c t i v e  opera t ion  of our I CC 

mat 

P 

system of en te rp r i se .  It is  one of our main i n t e r e s t s  on t h e  Comiss ion t o  see  I i n  

There i s  no p o i n t  i n  d iscuss ing here t h e  economic j u s t t f i c a t i o n  of t h e  . 
i 
I 

g r  

t o  it t h a t  those funct ions  continue t o  be performed e f f i c i e n t l y .  It is  a I 
p r i n c i p a l  ob jec t ive  of our a u t h o r i t i e s  to see  t o  it t h a t  the market f o r  secur i -  I wi 

t i e s  i s  kept  f r e e  from'rackets  and t h a t  consequently publ ic  confidence i n  t h e  I nt 

markets i s  maintained, It is a p a r t  of t h a t  r e s p o n s i b i l i t y  t o  s e e  t o  it, a s  

fak a s  p r a c t i c a l  wi th in  our s t a t u t o r y  powers, t h a t  t h e  d i s t r i b u t i o n  and market- f~ 

ing  funct ions  a r e  so  conducted a s  t o  be f r e e  from fraud a ~ l d  manipulation and 

t h a t  a l l  p a r t i c i ? a n t s  have access t o  the  information they  need t o  have t o  make 

sens ib le  dec i s ions .  

I suggested l a s t  September i n  San Francisco t h a t  t h e  concern we have with \ 

these  matters  a s  publ ic  o f f i c i a l s  is  no nore d i r e c t  and no more p o s i t i v e  than 

t h e  concern you have wi th  then  a s  members of t h e  indus t ry  if you expect  t o  

continue, year  i n  and year  ou t ,  t o  make your l i v i n g  through t h e  d i s t r i b u t i o n  o r  I 
t r ad ing  of s e c u r i t i e s .  

I mentioned then t h a t  rr i thin the s e c u r i t i e s  i n d u s t r y  the  view i s  s t i l l  1 

widely accepted t h a t ' t h e  i n t e r e s t s  and objec t ives  of t h e  Commission a r e  antago- . , c , 

n i s t i c  t o ' t h e  i n t e r e s t s  and ob jec t ives  of t h e  members of t h e  indust ry .  I s a i d  

t h a t  the  pe r s i s t ence  of t h a t  a t t i t n d e  has i n  t h e  p a s t  impeded our working , 



ttogether'as fully' as'we"might to 'make practical' improvements in our rules and
procedures, 'and Ln your' operations, that might well reduce the burdens of regu-
lation'that now fall upon you and diIninish in many details the complexity of the
machinery we now operate in an effort to achteve 'effective restraints upon mal-
practice in your business.

The cooperation we have received since last September has been highly
gratifYing~' A great deal has heppened since then. I hope that more will happen

\

in the future, with similar cooperation. If we continue to get that kind of
cooperation, ultiInately our job should be rouch easier and more effective. More
important'yo,you" we should be able to cut'to a minimum those practices in the
securities industry which are bad for your customers and bad for your business
1~thout~ying upo~leg1timate operations as'heavy a'hand as still remains
necessary in sOme instances to keep 1ffective restraints upon your malefactors.

Since last,September'we have ,substantially simplified some of the major '
forms, and procedures to be used in registering'securities for public distribution.
The, approval of'the revised forrosand procedure~ 'brought to fruition a project
commenced long befor~. It had required meticulously careful study. In working

..out those changes we had the b~nefit of innumerable helpful suggestions from
many people in the 'securities business. Those suggestions contributed
substantially; to-an extent that is difficult fully to evaluate, towards what
is proving already to be a most helpful result.

I am convinced that the registration forms and procedures have not yet
achieved, by any means, the ultimate degree of simplification and practicality.
that can be achieved. The present 'forms and,procedures seem to be working as

va great improvement over those previously used; But we have no disposition
to regard the job as .finished. "The"ComInission and .its staff learns constantly
through its experience with the actual use of those forms and procedureso

"
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They w i l l  continue t o  be s impl i f ied  and improGed a s  r a p i d l y  a s  i t  i s  poss ib le  

t o  evaluate c l e a r l y  t h e  s p e c i f i c  p o s s i b i l i t i e s  f o r  s im?l i f ica t ion  and improve- 
I 

ment , I hope t h a t  you i n  the  business w i l l  continue t o  c r i t i c i z e  what appear I 
t o  you t o  be d e f e c t s  i n  them and t o  suggest what appear t o  you t o  be des i r -  

* 
able  changes, I assure  you t h a t  those c r i t i c i s m s  and suggest isns w i l l  be 

welcomed and w i l l  rece ive  careful ,  ob j ec t ive  cons idera t ion ,  They w i l l  be  

t e s t e d  a g a i n s t  the  requirements of the  Act and a g a i n s t  the  experience of t h e  

Commission and i t s  s t a f f ,  gained through t h e i r  e f f o r t s  t o  make the  Act ef-  

f e c t i v e ,  They w i l l  be incorporated i n t o  our procedures and forms i f  they 

prove t o  be p rac t i cab le  and cons i s t en t  with the  purposes of the  l e g i s l a t i o n  

under which we opera te ,  

Since l a s t  f a l l  we have attempted a l so ,  through encouraging widel; use  of 

red h e r r i n g  prosgectuses, t o  develop imprqred methods of g e t t i n g  adequate, 

accura te  information about proposed s e c u r i t y  i s s u e s  broadcast  i n  advance t o  

those engaged i n  pub l i c  d i s t r i b u t i o n s , .  I n  working ou t  these  changes, too, we 

had the  benef i t  of consul ta t ion  and- suggest ions from many represen ta t ives  or  

t h e  s e c u r i t i e s  kus iness .  Those suggest ions were i n f i n i t e l y  h e l p f u l  i n  ap- 

p r a i s i n g  t h e  problem, i n  matching the  advantages and disadvantages of numer.- * 

ous proposals,  and i n  working ou t  the  procedures f ina l ly . ag reed  upon, 

Here too  we a r e  no t  s a t i s f i e d  t h a t  we have reached the  u l t imate  degree 

of e f fec t iveness ,  Indeed the re  a r e  some r e a d i l y  apparent de fec t s  i n  the  cur- 

r e n t  operat ion of the  revised procedures, Some of the  d i f f i c u l t i e s  doubtless 

der ive  from t h e i r  novelty. These w i l l  shake down with time and experience. 

Otksrs may prove t o  be fundamental d i f f i c u l t i e s  t h a t  w i l l  r equ i re  f u r t h e r  

changes, perhaps d r a k t i c  ones ,  Ne s h a l l  welcome your c r i t i c i s m s  and comments 

with respect  t o  a l l  of t h i s ,  They can be extremely he lp fu l ,  One of the  o the r  

p r o j e c t s  --- (and perhaps the  major one) -- t h a t  has come i n t o  pub l i c  consid-- 

e r a t i o n  s ince  l a s t  September has been our undertaking t o  review the  
, 

Se cu 

a r e  
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:Se~~:.'-~::~_~~t_,:~~_l(~~,~n~ ~he ;EJcc?~~ge~ct,of ~34 to discover whet~erf,changes

are needed in those Acts and if so what changee,
~r_ :_S'_,_' .... -::'':.V_-.-':: ~'- '_ .,

In undertaking this extremely difficult and complicated analysis the Com-
~:: <~. II

nri.saf.on publicly invited suggestions from the. securi ties industry, from rep-
, ..',. .' . . , _.', 1. . .

resentatives of those who issue securities, and those whobuy them, and fr0In.
,1~ '~;,~.., !.,. ~).> ~, ..

other groups who have a reasonably direct interest in the operation of these
,

two Aet.s ,

The responses 'Wehave had to these invitations has been a source of
.,.::,_ :_" ...S~~_',. P't ~-, "', ',.' _' ':.-

great assistance to us.
,'" -,

There has been greaf .diversi ty in detail in the

critic,ism of existing provisions we have recetved, There has been even:1 :~:,.o . .. > ~,:. _, .> c- .

gre~it.e~.d;i:.ve.~sityLn 11~e,I?u.ggestionsmade as to methods for correcting the
; r" '.-',. , I ~. '_ ".,~

diffiqulties th9ught to exi s t in the ~cts as they nows tand , That" of
...:, -' ~:,,-"-- '-;". '; ~', _~-.:

course" '!as to be expected, Anypiece of legislation, affects different,

people in <;lifferen:t wayso. That is. ~specially true i,f it is regulatory legis-
:_~ .:\ ~:;' < ,,-

Latdon 9f the type exemplified in these two Ac.:t~c- Generally speaking, the
.- ~-~..i ~,:--_~ , '~' . ,< ;.

suggestions received have been designed to reli~ve those specific strictures,
r _~ -:"~, -.

of the, Acts that most directly af~eet the p~r;ticular group submitting the
---=,,-<-:v_:~...l.::"-- ~'~~ .' . n'. :_r ~_J!

suggestd on, Manyof trie conmenbs. deri ve from t.he specific chafing of the
:- ,-'" 1"-, ;.. r ,. ~_ .- ~..

restraints irttposedo That is only naturale' Nobodylikes to be regulated
~'~r~7; :-:t ""~::-,'r""- ..... ". -\. 1

even bhough he may think: regulation in general is a good thinge
::,-~.-"'_-"-4~ . <~_'~ '.

But' i;.hething that has most impressed us ip, reviewing the eri ticisms.
~"'-:~.i= r »: ~,~.,\,,::"~-,- .'.. -'::, -", '-- .,

'and the suggestions for change,that have come,to us in this program of statu-r::- ;'; __:'1~' ." _' _' . ':- ....

to~o p~~e~",~~h~s_o.~een.bha extent, to w~~chth7: ide.as proposed have been di-
'''''''''_ <-

rectea not, towards elimin~ting the regulation proposed to be accomplished
\,j>:~~~~,-",~-:~,,----~- ~-~.: .--~ ........ ,-'

by. tp~se Acts put _rB;~h~rtowards making it. more practical, more effective
_~- > _~ ,>"

and more, p.recJ~e;J..y:~el~c;ti ve :l.~' i tf? app'lf.catd on to those' 'whose operatdons
,'." -=-:; ~'( ...

requi~: r,.~~~,~~on~.'C.' <.r .... :::T.
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Now obviously all of the suggestions are not in agreement. Indeed there
is essential and basic conflict between some of the methods they propose for
accomplishing the objectives of the Act. Obviously too we cannot agree with
all of them. Most especially we cannot agree with those which, in reaching
for practicality, would wholly cripple or eliminate all effective means of
restraining practices which it is the purpose of the Act, as far as possible,
to eliminate.

But we have gained tremendously in our specific understanding of the de-
• tailed problems of people in the securities business by the correspondence and

the discussions we have had in connection with this legislative program. I
think it is true, too, that many of those from your business who have taken
part in these discussions have come to understand more clearly than they did
before, not only the objectives of the Acts but the attitude of the Commission
and its staff in administering them. I think that they have come also to
understand more clearly," and with wider perspective, the problems of their
own business as broad national problems, outside the narrow confines of their
individual day to day operations. That enhanced mutual understandJ.ng, it
seems to me, is a very healthy thing. It leads away from the narrow exchange
of carping criticism that has characterized the industry's relations with the
,

Commission at times in the past. It can, if it continues, lead towards con-
strUctive statesmanship in the field of securities regulation. And, it is
likely to lead to the development of increasingly practical methods for ac-
complishing results which everyone now seems to agree need to be accomplished.

We on the Commission have appreciated the collaboration we have had in
our work on these problems far more, I am sure, than those who have given that
collaboration have realized. The fact that we don't always agree with what is
proposed does not indicate that we reject the cooperation implicit in the offer
of suggestions even though we may feel we cannot accept them. We have not
completed our study of these problems. Nor have we reached final conclusions

~ 

~ 
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'about specif'io'1I1eth.odsfdr":iniprovelfientof the present legislationo The inter ..

change of :conflicttng suggestions highlights the points of controversy c It

ideritifies'the difficulties of particular problems and techniqueso Freque!1tly

it points the way to practical solutions; Wehave not expected full agree

ment 'within the industry 0 Even less have we expected general acquiescence

in auggestdons that have occurred to us o' Weare glad that there' has been a

free exchange of ideas and free debate of opposite views0 That process ex-

emplifies ,a practical app'Li.catdon of tne democratic way of getting at prob..,
Lemsof this serto It is a somewhatcumbersomemethod, It is muchmore

cumbersomeand slow than the arbitrary issuance of regulations without con-

sul tal'ion; in whatever form they initially occur to a relati vely smal~ group

empowered.to-i.ssue them, I think it is likely.to produce far better resultso

But it ~s €ssential to the effectiveness of such a system that you whodeal
•

with these "problemsdai1.y in specificsi tuations bring to us freely the bene-

fi t of 'yout. experience 0 That -ki.nd of experience we can get only from the

industry 0

T tlii.nk we have mademuchprogress in this line in the past few months0

r think 'there =i8 an improved sense of understanding between the industry and

the Comnri saf on, On your part an improved understanding of what we are driving

at and 'how'weere trying to get'the results that eongress has directed us to

achieve~: 'On our part an improved understanding of the practical problems you

meet from-day:to day and a widened perception of ways by which the objectives

of the statutes we administer can possibly be achieved while interfering less

than they do nowWith legitimate operatd ons, I think in that respect this

has-been a -good.year for the relations between the Commissionand the securi--

ties industryo r hope that the Spirit in which the work done this year has

been accomplished will continue ~d that effective cooperation will increase

'a~ we gain in experience and commonUnderstanding by working together,

-
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There is one point it would be improvident to forget in enthusiasm for this

general subject of collabor~tion betlwen the Commission and the securities .

industry. It is impossible for the Commission, if it,is to carry out the duties

Congress has reposed in it, to overlook the objectives of the legislation it

administers. It is impossible for us to neglect, in the interests of practical-

ity, a reasonable probability that a particular proposal ydll not contribu~e towards

achievement of those objectives, and may nullify them.

There are certain types of activities we are directed to prevent, and to

punish if they occur. There are certain types of activities we are directed to

require in order that the people buying and selling securities shall have accurate

information on which to base their judgment in buying and selling. It is our

responsibility to see to it that activities that violate the statutes or

frustrate their objectives are curtailed as far as it is feasible for us to
II

curtail them. It is our responsibility to see to it that people dealing in

securities are provided with adequate, accurate information essential to the

making of the judgments they have to make if their buying and selling are to

make sense from the point of view of their requirQments. It is almost inveitable

that general Yules, likely to be effective to accomplish'these results, will

restrain, to some degree, activities whose motive is not fraud or concealment

or overreaching, where the mechanisms employed leave the lvay open ~o fraud and

concealment and overreaching by those who would use them for those purpose&~

We are as anxious as you are to have the restraints imposed i~terfere as

little as possible with legitimate operations. We are as anxious as you are,

and probably more, that the applicable rules shall require a minimum of expense

and effort for effective enforcement. But in almost all discussions of details

or methods vre receive suggestions, couched in terms of practicality, whose effect

would be to forego, -for all practical ~urposes, the effective achievement of'the

regulation it is our responsibility to enforce.



- (2 - 

I hope you w i l l  app rec ia t e  .the f a c t  t h a t  the'Commission cannot accede t o  

I proposals  t h a t  vrould n u l l i f y  t h e  s t a t u t e ,  I t h i n k  t h e r e  i s  a  n a t u r a l  d i s p o s i t i o n  
b 

on t h e  p a r t  of most people --- not  a l l ,  bu t  n o s t  -- t o  f e e l  a  c e r t a i n  d i s t a s t e  f o r  

I cons tan t ly  r e g u l a t i n g  o the r  peop le ' s  business ,  There i s  a  no t  unna tu ra l  wish 

I t o  make concessions t o  p r a c t i c a l i t y .  I t  i s  no t  always easy t o  i n s i s t  upon 

,I requirements which, a l though apparent ly  necessary t o  c u r t a i l  malfeasance, p u t  

I bardens and r e s t r a i n t s  on those  who have no thouglit o r  impulse t o  malfeasance. 

I f  from time t o  time you f e e l ,  and I am s u r e  you o f t e n  do, t h a t  I~E a r e  going too  

I f a r  i n  our r egu la t ions ,  l e t  u s  know, We a r e  anxious not  t o  €0 f u r t h e r  than  we 

need t o  go. Perhaps you can show u s  a  b e t t e r  way t o  do t h e  p a r t i c u l a r  job t h a t  

I bothers  you. But consider  too  whether t h e  r e g u l a t i o n  you c r i t i c i z e ,  by f o r e s t a l l - -  

i n g  abuses l i k e l y  t o  r e f l e c t  upon t h e  s tanding  and i ~ t e g r i t j r  of t h e  business  i n  

which you a r e  engaged, may no t  be l i k e l y  i n  the  long  run  t o  b r ing  you more b e n e f i t s  

than  it takes  a15rayo I f  you a r e  convinced t h a t  it does not  then  t e l l  us  how 

you th ink  lire could do it b e t t e r "  We'd always be g lad  t o  know, 1 
Another p o i n t  I should l i k e  t o  mention before I c lose  d e a l s  n o t  so  mhch 

vrith t h e  r e l a t i o n s  between the  s e c u r i t i e s  i n d u s t r y  and t h e  Commission a s  wi th  

r e l a t i o n s  vn th in  t h e  i n d u s t r y  i t s e l f ,  You a r e  engaged i n  a  f a s t  moving, . 

i n t e n s e l y  competi t ive bus iness ,  It i s  a business  t h a t  has numerous and h igh ly  

d i v e r s i f i e d  subdiv is ions  of func t ion -  The process  of i s s u i n g  s e c u r i t i e s  d i f f e r s  

ma te r i a l ly  from t r a d i n g  them a f t e r  t hey  are issued, ,  Trading on exchanges d i f f e r s  

i n  e s s e n t i a l  mechanics from t r ad ing  over t h e  counter ,  There a r e  numerous 

d i v i s i o n s  of i n t e r e s t  vrithin t h e  indus t ry .  To some e x t e n t  t h e r e  may be a  

'mutual incompatabi l i ty  of i n t e r e s t  'between t h e  groups engaged i n  these  d i y f e r e n t  

.?~pes .of o p e r i t i o n s .  To t h e  e x t e n t  t h a t  t hese  d i f f e r e n c e s  stem from g e n u i ~ e  

i f f e rences  i n  func t ion  and make f o r  genuine competi t ion they  a r e  probably a  

e a l t h y  t h i n g ,  But i t ' s  easy. f o r  such d i f f e r e n c e s  t o  magnify themselves i n t o  

-~ ~ -~ 
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antagonisms beyond t h e  bounds of r e a l i s t i c  need. It has occurred t o  me a t  

t imes  t h a t  t h e r e  i s  much room i n  your \bus iness  f o r  a g r e a t e r  in te rchange  of 

views among your own d iv i s ions ,  s i m i l a r  t o  t h a t  which has comienced between 

your i n d u s t r y  gene ra l ly  and t h e  Commission. I sugze-st t h a t  you might w e l l  

cons ider  whether i n  r e a l i t y  your i n t e r e s t s  a r e  s o  f a r  a p a r t  from t h o s e  whose 

func t ions  i n  the  i n d u s t r y  d i f f e r  from yours,  o r  whose method of ope ra t ing  

t a k e s  a a f f e r e n t  f o m .  I have sensed some d i v i s i o n s  of thought aaong you 

t h a t  seem t o  hamper wholly ob jec t ive  cons idera t ion  of proposals  under d i s -  

cussion with us -- antagonisms t h a t  cause a b e r r a t i o n s  i n  pe r spec t ive  wholly 

unre la ted  t o  the  m e r i t s  of the  proposa ls  under d iscuss ion .  

A t y p i c a l  exam?le of t h i s  s o r t  of t h i n g  i s  t h e  i n i t i a l  approach taken 

- by  some of t h e  people i n  your bus iness  t o  the  proposal  t he  Commission sub- 

mi t t ed  t o  Congress l a s t  yea r  recommending l e g i s l a t i o n  extendin2 c e r t a i n  pro- 

v i s ions  of t h e  1934 Act a f f e c t i n g  repor ts ,  proxy r egu la t ions ,  and i n s i d e r  

t r a d i n s  t o  companies n o t  l i s t e d  on exchanges and having more than-300 securi-- 

t y  ho lde r s  and a s s e t s  of over $3,000,000, 

We have heard few i f  any ob jec t ions  t o  t h a t  proposal  from the  s e c u r i t i e s  

i n d u s t r y  whi ch a t t a c k ,  on t h e  mer i t s ,  the  idea  t h a t  i n v e s t o r s  i n  such secu r i -  

t i e s  should have a v a i l a b l e  t h e  k inds  of information those  provis ions  wculd 

r e q u i r e  the  i s s u e r s  t o  make a v a i l a b l e  t o  them, I n s t e a d  the  i n d u s t r y  ob jec- 

t i o n s  t o  these  proposa ls  have been a l n o s t  e x c l u s i v e l y  the  outgrowth of con- 

cern f o r  competi t ive r e l a t i o n s h i p s  wi th in  t h e  s e c u r i t i e s  bus iness  -- y r i -  

mar i ly  the  f e a r  t h a t  t h e  ex tens ion  of t h e s e  requirements t o  s e c u r i t i e s  of 

l a r g e  e n t e r p r i s e  t o  which they  do n o t  now apply  would d r a i n  from t h e  over 

t h e  counter  market,' i n t o  exchange t rad ing ,  s e c u r i t i e s  now a v a i l a b l e  exclu- 

s i v e l y  f o r  of f  board t r a d i n g .  

There has been some object ion,  too, on the  p a r t  of houses t h a t  spec ia l -  

i z e  predominately i n  a l imi t ed  number of s e c u r i t i e s  about  which they  have 



speeial:a~cess"tti'~spec1al'inform~tion" 'There have been otter questions raised

about;lthis'propo~e\r, "equally'based in concern lest the result of the proposal

woUld'oe.to take'away somepresent speciai:advanta,ge over cOI:lpetitors in the

indlistrYo WhateVermaybe'said for these objections as they apoIy to the

special interest of'those who raise them, they are plainly not based on any

concern for~the welfare of the ultimate owner of the securitieso

, 'Recently':tbere have' been some indications :from the industry, that per...

haps the oppest ti on to these proposals migilt, be diminished if there were to

be c~sideredalong with them somemodification of eXisting practices af-

fecting the'determination of what securities shall be traded on exchanges
/

and what securf ties shall be traded exclusively over the counter 0

I don't propose now to discuss the meri ts of the, main proposals 0 From

the point of view of investors they seem to me to be meritorious beyond

serious questaon , Nor do r propose to di scuss the merits of the collateral

controversy which'these proposals raise~

I do suggest that the two questions are quite separate questions and

should be considered as such, And I wonderwhether the securities business

itself does not h&vesufficient statemanship to focus its attention on the

only problem these proposals seem to raise as far as your business is con..

cerned ._- the problem of division of the market for the securities that

would be~affected -- and work out some suitable suggestion for dealing with

that ques td on,

I point to the possibility of candid consultation within the industry

on this question merely as an example of the sort of thing that would bene--

fit from the development of a closer co~~unity of viewpoint within the
•,

securi ties business itself, and from a commonappreciation of the fact that

fundamentally you are all engaged in carrying out, in various ways, parts of

a f'unctdon in our economythat is essential to its continued well betng,

.; 'l.
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Y~uknow as 'well aa I t~t many opeI:"ati~.:l.n ;.~ming

are not nowperformedas .ef'fi:eiently or as fairly a~ they migh:t-l?".~..:l9u.-:~

know that manything~ go on.:th~t are inimical -to the ~nteres~. qf ~e, I)ublJ.~

investors from whosepatrcmage, ultimately, you makeyour living. I wonder

whethex:it woulcin't be better that you be alert to \Yorkout, Wi thin the

industry, ways to e~inate those things which, in the long run, C8I!do.

your business nothing but barm, rather than to wait £or the spur of govern-

ment'rE;gulation. Internecine feuds over division of the spoils can_a~

complish 11ttle in the long run except to bring the entire industry under

criticism and perhaps subject it to regulation more drastic than wouldbe .

needed if the fo.rees of self-restraint within the industry were as effec:-

ti~. as they might be.
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