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Mre. Chairman, lMembers of the Associations

The opportunity to get together with you is an extremely welcome
one., We, at the Commission have disco%ered that we cannot administer
legislation like ours sensibly by maintaining ourselves in splendid
isolation. You and we have a mutual concern -~ it is with the vitality
and safety of the great market places in which the American investor
trades. The market is a dynamic thing, it goes through broad nhases, the
nature of its problems changes. To deal with its problems inteiligently,
we need to get together éﬁCG in a while to compare notes and to aporaise
the situation in general,

The recent elections have come and gone, but our concerns for the
health and safety of the markets goes on forever, I am not running for
office. I have no campaign oratory to make and no bill of goods to sell,
For that reason I can be brief. But for that reason too, I will be
serious., Tonight I want to take stock of where we stand and wherc we are
heading.

The roots of the securities legislation which the Commission
administers lie deep in American history. You gentlemen are familiar
with the broad objectives of that legislation: among them, to orocure
full disclosure about securities; to prévent fraud and maninulation;
and to guard against improver handling of customers accounts, There is
not a single standard under which we work that is alien to American
ideals and the American way of life, Honesty, and a concern with truth
and decent practices are not revolutionary ideas to Americans., Quite to
the contrary, they are at the foundaticn of our financial life; they are
the hall-mark of 2ll that has been worthwhile in the American financial

community throughout its history.
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The tradition of sharp practice has vanishod even for shopiizepors,
It certainly has no place in & profcssion which cannct survive without =
basic pueblic confidence and cannot get that confidence <rithout preserve
ing a strict sense of its rcs-onsibility to *he American inwvestor,

The standafds of professional decency which we now talix s o nntter
of course ere cmbodied in our lows, In 1929 we had our ovm idcas of whot
values should be, and it was not uncormmon vroctice to help destiny nlong
with a rig or a pool whencver it was felt that she was loo-ing vihind.
When the daoy came to face dreadful consequences of our irresponsibility
we vierc lost and confuszd. ¥ do not want to sve that happen agnin.

The ycars which have passed since the adoption of the Sceuritic:
Act of 1933 and the Sccuritics ixchange Lct of 1634 have bcen omong the
most critical in American history. We wore in o deep and worid-—ide
depression., As we climbed out of it Polnnd wes invaded, Toon cnine secrlk
Harbor and the gruelling task of war. In the short aftcrmath of wir we
have elrcady witnessed some of the problems of reconversion onel wabched
a dizzying climb and a decp drop in the market.

Today, having scen the cssential toughncss of the merict, having
scen it take body blows and still stand firm, we can casily be misled
into dengerous relaxation of vigilance, Wwe are likely to forget thot it
twkwwsﬁhwdmﬁtommmmwowsmMMmsomﬁwcwﬂd
face heavy declines of sscurity prices without facing also a wave of

forced liguidation and failwrcs which incvitably result in Panic.
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This law has been in operation for twelve years, Yet, in spite of
the early prophets of doom, the law has worked; the S,E.C. has not taken
over the menagement of American companies; there has not been az uni-
versal, or even tremendous withdrawal of securities from exchanges; we

are members of a soclety in which Democracy and the American way of life

“still stand firm. And, our markets have shown the kind of resilience

that would have been impossible unless the vigilance of the past decade
had been preserved.

Thie Commission alone could never have made a working reality out of
the Securities Exchange Act. Once it was realized that the iaw was work-
able, the Commission had the cooperation of the exchanges and their mem-
bers, as well as of cther organizations and individuals affected by the
law, I do not believe that the cold letter of the law alone accounts I
for the ipgrovement in the professional standards of the financial
community. I know that there has been within the community, a dsvelop-
ment of the sense of responsibility uncoerced by the existence cf a
federal policeman. From the bulk of those with whom we ceal day by day,
those who in large part account for this development in the community's
sense of responsibility, we have hacd ample uemonsiration that the
community is in basic agreement with the standards embocdied in our laws,
It is from them, too, that we have frequenlly neard that this desirable
development could not have taken place without the existence of our
federal securities legislation. But I am aware that st the fringes of
every group there are those who will not accept the self-imposed disci~
plines of responsibility inherent in the profession and who are peren-

nially anxious to obliterate lawfully declarad standards of decency

and honestye.

i



Both the honest brokers and the American invesstors face, a2t this
time, a clearly defined necessity. It is the necéssity at least bo _
preserve those gains which we have made against the forces which led to the
boiler shops, the bucket shops, anc the high-riling irrssponsibility, of the
cays bef.rc thé statutes. Thcse -f ;>u whe have been in the busincss 1 ng
enough to have scen its peaks and its pits,'and to nave witnssscda the
turning of its cycles know what I mean. Your business cannot survive
without a basic public confidence in the securities markets and in your
handling of customers! affairs. That confidence wes lost with the onset
of the great depression and you never want to see that happen zgains
Those of you in the trade who know that you can make a decent living
honestly in the securities business feel, as I do, that the tuciness nust
be protected from its submarginal fringe, For your own wclfare you
need, just as the investor does, to have the sacuritics laws in exisience
and honestly cnfcrced,

We hear pcrenniel compleint obout restreints, There are o1l kinds
of restraints and there are maeny woys in which restraints can ve admin-
istered. You cannot mainteain a high professional standard in your dusi-
ness with high~binding license, And no standarc is a real standard
unless it restrains license. It was not the intention bchind the laws
administered by the Commission, and it canno® be the intention behind en
any standards - external or internal - to make the path of the securities
seller easy. The easy path is the primrose path. We must not permit a
relaxation of vigilance that opens the way to the degrading of prolcs=
sional standards and the loss of public trust, The wey lies rather in

honest, sensible administration of the law; with adjustment by the
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fincncial community to confermance with its standards and adjustment by
the Commission to meet the legitimete needs of business, The legisl-ticon
adninistered by the Commission embodies standards which are an int.gral
wert of the Americen way of life. These standards are trenslated into
acticn by 2 Commission, Theﬁ can b ruined by unintezlligent and virdice
tive administration, on the one lhand, or by flebby non-administration ogthc
cther. Ve, at the Comnissicn, ccntinuc to stend plédged to an honest _adrninis-
tration free of vincictiveness, and motivated by ¢ constant a2ttompt to
meke a sonsible epplication of the policics of the law,

To beat the barrel is osc thing. To lay it on thc barrcl head is
ancther, We don't intend merely tvo utter glittiring gencralitics. I
talk 2bout real things whén I talk about our zdjusting ourselves to .
legitimatc business needs and I teke this opportunity of announcing
publicly some of the steps we have tzken at the: Commission to adjust our
precedures to improve and simplify them, First I think it importent to

.

et you know thet the Commission has underitaken o definitc progrom of
simplificction and improvement of forms znd procedurvs. Somctime cgo we
published proposzls for improving the mochincry of gatbing infermntion

o0

about securitics ocut to the world in advance of effectivencss of rogis-
tration,‘by use of the so~cezlled “rcd-herring" prespectus. e heve
received many comments and nelpful suggestions from the financial coms
unity on those proposals and that step of our program should be com-
rleted soon. I might remcrk, as en aside, that we have been tentatively
rmoved by comments from the finarncial community to eliminetc some cof the

“Qqulramunts orizinally oroncsad by us in our proposed "red-hcrring

rules,..
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Wl are now proposing a scries of changes in our forms and rospsetus
rcquirerents to carry forward our promisc to inmprove -ad simlify omr arc-
cedvres. Those are designed not only to lessen th: burdoen of rogistrants
but to 2id in speeding up tac Commission's processing of registration siatements,
I do not wish to discuss the proposals as to the forms ond prospectizcs
in detail. We intend to specify ouwr tentabive curgedtions, sund thor

around, ond afford ample opportunity for corment, 07 o COUr oL, tnl doebolls
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of the program are neccssarily t av this time, Hovwewriy, in goae

.

cral, ibe&y involve the complet. scrapuing of “threc repisvrotion v s

under the Sscuritics Act, the A-1, A-2 and E-1 forms; the oliminntion of
that part of Form S-1 calling for items of information thni dc nob =5 ine
to the prospectus; and the deletion of othsr itéms of inforimtion tast

arc rore or less obsolete carry-ov.rs fron former days, or dupiicate ine

formation otherwise filed with the Commission. For wxauple, iic contenm-

ot

late the revision of Forin S—l, the form now most freguentl; ~iscd for the
registration, to eliminate the necessity of supplying nishorical finan—
cial information in cortain cascs where similar information is regquired
by other provisions of law. e contemplate cutting outv from that form
the information now required vith respeet to the descrintion of th. astcu-
ritice of the issucr not b““ng registercd - except to the oxitunt necese—
sary to approisc the securitics being registered - so that only inlorma=-

. . . . . el
tion materially portinent to investors will be reguirnd to boe supnlizd

ti

()

Comparable simplification, and in fret ndded simplification in

r e

prospectus is alsc being considcred. We want to cut out cof the vrospic—
tus a good deal of the lengsthy description of the undeririting contract
heretofore required, and to 1imit disclosure only to thosu oariions

really ipportent to investars, Ve intend to reduce the rogured amount

2 LT cmrgam - +
cul~xrly with —ceucct to

of information about remuneration -~ partic
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non-policy-meking personnely As I ihaiceted, the form itsclf would be
revised to eliminete the necessity for sﬁbmitting historicel finencizl
informetion in the registration stotement where it is otherwise aveil-
ebley, and therefore the prospectus will no longer be required to carry
that information.

As_I_steted, I heve tried to avoid @aking my description of our
proposel too specific. You will soon get more precise staterents -abecut
these proposels end, of course, will heve opportunity to comment sbout
them.

Vle make these proposals becsuse they meke sense to us and ere,
in our view, utterly consistent with the interests of the public and
of investors. We ask for your ccoperetion and suggestions on these
proposals because our past experience shows that we do better end

go further by telling people what we ere sbout and inviting their

help-

464504,



