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Lord. Abbett & Co., the sponsor of Affilinted Fund, Tue., is the distribution 01;
investment-trust securities—mainly the debentures and common shares of
Affiliated Fund, Inc.—and that *“the bill as drawn prohibits us from the future
salos of debentures.” Mr. Lord suggests the fear that the sale of the common
stock of Affiliated Fund, Inc., also, will be terminated because investors wilt
not huy commen stock upon which dividends canmot be paid in the absence of a
300 percent coverage for the debentures: and the debentures of Affiliated Fund,
Ine. are not covered to that extent. To the inquiry of a member of the sub-
committee ns to whether Affilinted Fund, Ine. could not liquidate the debentures
and issue only common stock, Mr. Lord replied that his company would then
be no different in capital structure from several other large and successful
open-end “mutnal companies,” better established and with better vecords than
Affiliated Fund. Inc.; and that, without the attractive characteristics of lever-
age, he would find it difficult to sell Affilinted Fund, Inc. common stock in com-
petition with these companies.

It is, of conrse, regrettable that, in seeking to place the investment industry
on an economically sounder foundation and to make its administration more
rexponsive to the expectations and needs of the small investor, legisiation should
create practical problems for sponsors of investment companies. 1t caunot,
however, be seriously contetnded that such features of capital structure and
suell practices as long-term borrowing, which have proved themselves o menace
fo the investor, should be preserved because they arve helpful to sponsors in
merchandising investment-company securities.  Mr, Lord testified that the pres-
ent coverage of the debentures in Affiliated Fund, Ine. was approximately 240
pereent.  Perlaps the “rubber” in the proposed bill, which Mr., Myers severely
criticized, may comwe to the aid of Affilinted Fund, Iue. The Commission might
perhaps find—in view of the unusual safegnards with which the charter and
frust indenture have voluntarily surrounded the debentures. such as the yield
index and the redemption privilege of the debentures—that the payment of
dividends to common stock with o 200 pevceut debenture coverage would not
constitute an injury to the debeuture holdeys.

It appears trom the testimony of Mr. Myers and Mr. Lord that the continuous
marketing of investinent company secnrities, either debenturves or comunon stock,
Is o primary objective of Lovd, Abbett & Co., Ine., and that the common stock
of the leverage company sponsored by it has not performed nearly as well as the
copmon siock of the “mutual” open-end companies. The continued issuance of
both debentures and common stock is apparently the objective of Aftiliated Fund,
Inc., as “leverage” is the particular feature of this open-end company which it
can profitably publicize in its sales efforts. Buat it is this very element of
“leverage” wlich exposes the common stock to such dangers and hazards as
to make it unsuitable as an investment vehicle for the sinall investor.

The witnesses representing Affiliated Fund, Inc., point to safeguards in behalf
ot the debentures to distingunish that company trom other leverage companies.
Nevertheless, major intrinsic defects of the leverage structure, heretofore
pointed out, ave to be tound in Afiliated Fynd. Ioe.

Ax in the vast majority of leverage companies, the rate of the net regular
ncome of Affitiated Fund, lne, has been lower than the cost of hire of the
senfor capital.  The ratios of uet regular income to average assets for the last
three years have been: 1837, 299 percent; 1938, 1.39 percent; and 1939, 2.66
percent.  The ratio of interest payable on the debentures untit October 19, 1939,
wax b perceut on a $8,000.000 issue und 4% percent on a $2,000,000 issue. On
Uetober 19, 1939, the S-percent issue was refunded by a 4-percent issue and on
Janunary 31, 1940, an additional $1,761,000 of 4-percent debentures was issued,
bringing the fotal debentures to $10,000,000, consisxting of $8,000,000, on which
4 percent inferest ix pavable and $2.000,000 on which 4% percent interest is
payviable,

Mr. Lord arges that “muany important corporations employ senior capital for
the benefit of the equity holder.” That, of course, visualizes the case of in-
dustrial companies which cauase the borvowed capital to produce a higher rate
of return than the coxt of the borrowed capital. In Affiliuted Fund, Ine., as in
other leverage investment companies. the common-xtock capital has fo he put
to work to make up the deficit in earning capacity of the borrowed capital.’

It has been shown in the bearings before the commitice that many leverage invest-
ment companies have failed to earn the amount of fixed charges by the use of the entire
fund, beth the senior and junior capital.
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Under such circumstances it would be fairer to say that investment companies
arve compelled to employ their egquity capital tor the maintenance of the senior
securities. In other words, the comunou-stock holder of the leverage company
must yield part or all of the earnings on his contribution to capital to pay the
prior charges on the senior securities.

The witnesses representing Affilinted Fund, Ine., conceded that that company
had to borrow from paid-in surplus in order to pay a 6-cent quarterly dividend
on the common stock in July 1939, The amount borroewed fromm paid-in surplus
was restored by the end of the year by realized capital gains, A member of the
Conmmittee summed up the situation in the statement: “Tf yon guess right, it's
all right, of course.”

The lack of investment quality characterizes the common stock of open-end
leverage investment companiex as well as that of closed-end leverage investinent
companies.  The contributor to the open-end fund can easily be impressed by
the representation that the senior capital is working for him; he cuan lexs eiasily
be expected to realize that most of the time his capital is sustaining the senior
charges and that upon any substantial market oscillation his investment will be
vitally impaired or entirely swept away.

Mr. L. M. C. Syrra. 1 should like to point out to you a fact that
we had not emphasized : That all these exchanges Mr. Schenker spoke
of are primarily related to senior security companies. Everywhere
you move you get into conflicts when you get into senior securities.
You have many conflicts of interest. Even when you get down to the
sitnation of no more than a third of senior securities which Senator
Taft suggested, the same conflicts exist. You have to take care of
your voting rights, the further i1ssuance of senior securities and you
have to enlarge all your dividend protective provisions, Soon you
will have something that is comparable to the 10 or 15 or 20 pages
that they write when they have a preferred stock indenture or, pro-
visions in the charter.

Senator Hucaes. In submitting these long statements for the
record, I think we had better reserve the right to place in the record
what we think should go in—uat some meeting when we have more
nmenibers present.

Mr. ScHENKER. Senator, just two things: There were quotations,
by some members of the industry, from the Christian Secience
Monitor. We should like to introduce an editorial whichh appeared
i that paper with respect to the investment trust bill.

(The editorial from the Christian Science Monitor, Boston, Mass.,
dated March 20, 1940, 15 as follows:)

AN IxveEsTMENT TRUST Biun

The conming hearings on the Wagner-Lea bill for regutation of investment
trusts should prove a workshop for the hammering out of a highly useful reg-
ulatory law. It is not to the point to say that regulation of investment trusts
now is merely locking the door after the horse wandered away. Not only are
new kinds of investment trusts eonstantly being invented and sold to the public,
but another evcle might produee something like the growth of investment trusts
with assets of $7,000,000,000 in the twenties which subsequently shrunk to
$3,6000,000.000. Progressive investment frust managers have no guarre]l with
the establishment of Jegislative standards which will prevent less serupulous
persong from cap’talizivg on the record of the better-run trusts,

The Securvities and ixchange Conunission has made a thoronugh preliminary
investigation, taking over 4 years, during which the problem itself was in
process of change. 1t has refrained, in the bill before Congress, from repeating
the “deatl sentence” imposxed on the utility helding companies. It hag con-
sulted with the investment trust leaders before sumbitting ifs bill, and is mak-
ing no effort to high-pressare the bill through Congress.

There will therefore be proper time allowed for consideration of the bill.
It should be examined not only fo see that investors will be protected, buat also
to make sure that the burden of new rules and regulations imposxed on invest-
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ment trusts is not excessive. The bill should be serutinized to see that danger-
ous discretionary powers are not granted to the Securities and Kxchange Comn-
nmission, and that the drafrers have not capitalized on the misfortunes of the
early thirties fo introduce punitive legislation into the bill in the guise of
preventive measures.

Mr. Scuexker. I should also like to have introduced into the
record an editorial that appeared on April 17, 1940—that is, after
these hearings were started. T think you might like this, Senator.
Thas is from the Springfield (Mass.) Repubhcan: and 1 just want
to read two sentences, to show the way in which it begins (reading) :

If it is the last thing it ever does in the direction of reform, the New Deal
shonld bring investment trusts under Federal regulation. For the night is
coming. It seems remarkable that definite action has been so long delayed,
in view of the scandalous history of so many of the buecaneer trusts in the
period that culminated in the collapse of speculation a decade ago.

The Securities and Exchange Commission, however, was first created and
its exhaunstive reports concerning investment trasts, or compauics, of various
types, have been slow in reaching Congress. Based on them is the Wagner
bill for the regulation of the trusts, which is now the subject of hearings
before the Senate banking and carrency committee,

Then it goes on to discuss our reports and to discuss the nature of
the bill; and as T read this editorial, it says it is a very moderate bill.
Then it goes on to conclude as follows:

'The Wagner bill, as has been said, seeks to give the small investor in trast
shaves a minimum of protection. To that end the bill reasonably requires
that an investinent company keep its shareholders fully informed asx to its
investinent policies; that the compauy’'s size have maximum limits; that the
salaries of managers be given full publicity ; that there be periodical reports:
that the Securitiex and Exchange Commission preseribe uniform accounting
and auditing methods and exdamine the company’s books.

A hill substantially along these lines ought to become law at the present
ReNsion.

(The editorial from the Springfield (Mass.) Republican, dated
April 17, 1940, 1s as follows:)

New Dran Tarpy 1IN THIS

If it is the last thing it ever does in the direction of reform, the New Deal
shoutd bring investment trusts under Federal regulation. For the night is com-
ing. It seems remarkable that definite action has been so long delayed. in view
of the scundalous history of so many of the buccaneer trusts in the period that
culminated in the collapse of speculation a decade ago.

The Securities and Exchange Connnission, however, was first created and its
exhanstive reports concerning investment trusts, or companies, of vavious types,
Liave been slow in reaching Congress. Based on them is the Wagnetr bill for
the regulation of the trusts, which is now the subject of hearings hefore the
Senate Banking and Cwrreney Committee.  Crities and opponents of the bill are
heing patiently heard. Some of them, like one frust executive from New York
City, tells the committee that investinent companies might “better go out of
business” than attempt to operate under rhe regulation proposed.

Perhaps that would be the best solution. if no middle ground of regulation can
he found. The investment trust, or company, is a comparatively unew piece of
machinery in the field of private investment. The flow of private investment
capiral went on suabstantially without its aid until after the World War., But
nothing drastic, nothing killing, is embodied in the Wagner bill. It is even so
moderate that its chief reforms would apply only to trusts hereafter organized.
The worst abuses are doubtless in the past; ret some of them, according to the
Seenritics and Exchange Commission, date since 1933. That they require look-
fitg affer is seen in the fact that since 1933, also, nearly 214 billions of capiral
investment-company issnes have bheen registered with the Securities and Ox-
change Commission. indicating that the going is not o bad even in these times,

The Wagner bill is based on the proper fheory that the investment trust
is intended to serve the small investor, who has neither tlie opportunities nor

[
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the special knowledge nor the éupit:ll necessary to make him expert in investing
his savings in the securities market. Aectually many of these {rusts have been
managed for the enrichment of their sponsors and manageis, who have often
prospered on rascality while their stockholders have gone broke.

The Wagner bill, as has been said, seeks to give the small investor in trust
shares o minimum of protection. To that end the bill reasonably requires that
an investment company keep its shareholders fully informed ax to its investinent
policies; that the company’s size have maximumm limits; that the salarvies of
managers be given full publicity; that there be periodical reports; that the
Necurities and Exchange Commission presceribe nuiform accounting and aunditing
methods and examine the company’s books.

A bill substantially along these lines ought to become law st the present
session.

Mr. Scuexker. 1 just want to add one word. Senator: 1 have been
in rather close contact with this whole investment company situation,
and I think if there is going to be legislation, it ought to be done
pretty expeditiously because. in my opinion—and T do not want to
appear to be a Calamity Jane—if vou do not have legislation, you are
going to have difficulty. . Our study is over. We can no longer even
ask a person to come down and talk to us.  With the state of securi-
ties selling at discount, I honestly feel that there is going to be diffi-
culty, and I honestly feel that the industry may be injured without
regulation. That is why we feel the legislation ought to be passed
this session.

Senator Huears (presiding). Has the Commission closed?

Mr. Heavy. Yes.

M. Scuenxer. Yes: T am through.

Senator Hucues (presiding). Of course. you are allowed the right
to introduce such statements as vou may see fit by, we shall say,
Tuesday.

Mr. Huavy. No, Senator: Mr. Schenker has finished, but T want
to say something; and then Mr. Hollands wants (o say something;
and then we shall conclnde our presentation very briefly.

Senator Huares (presiding). However, 1 shall make that state-
ment now : That uutil Tuesday of next week, anvone having a state-
ment that is reasonably admissible into the record will be permitted
to submit it. Of course, we cannot let these statements occupy an
indefinite amount of space, as vou all understand. However, with
that linmtation, up until next Tuesday we shall receive any such
statements; and that privilege is extended to all parties.

FURTHER STATEMENT OF ROBERT E. HEALY, COMMISSIONER,
SECURITIES AND EXCHANGE COMMISSION, WASHINGTOR, D. C.

Mr. Heany. May 1 proceed. Senator?

Senator Huenes (presiding). Yes, certainly.

Mr. Heany. I want to say a few words on the subject of the
provisions of the act giving the Commission the power to bring
about an equitable redistribution of voting rights. It is stated that
that is somewhat a novel proposition and proposal—and it is. It is
not caompletely novel, because a provision almost exactly hke it is
in the Holding Company Act of 1935, on which the present pending
provision is modeled.

I do not for a minute believe that we should have a statute here
which permits anybody to turn the voting control of a corporation
over to the preferred-stock holders merely becatise the preferred stock
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happens at a particular moment to be under water, or merely because
the dividends have been passed, let us say, for one period or for a
year,

"~ On the other hand, T should like ro call the commniittee’s attention
to this kind of a situation: You have corporations which have no
debt; there is no defanlt in debt or in the payment of interest, and
therefore the company caunot be put into bankruptey or into reor-
ganization under the Chandler Act—ihe successor of T7B. Yet
m those cases the preferred stock has not had a dividend for 5.
6, T, o1 8 years, and the preferved-stock holder s completely helpless.
The common stock, which has no actua] value, is in complete control
of the situation: and the preferred-stock holder, in that predicament,
1s probably the most completely helpless type of security holder that
there is in the United States, X

Now, again T will make no plea for the language that is in the
bill in this respect.  If thix language is not satisfacrory, then I should
like to suggest thut the committee consider a provision of wome such
character as this: That after dividends have been in arrears for a
certain leugth of tume. the preferred-stock holders voling as a class,
can elect X percentage of the bourd of divectors. Tf the dividends
bave been in arrears or ure in arvears for an additional period of X
Vears, then the preferred-stock holders should be wiven the right to
elect a majority of the board of directors,

You might have a compatable provision wheveiy the preferred
stock has been under water for a stated length of time. You might
put an additional safeguard hy providing that the control of the
board of directors should not be turned over while the common stock
an demonstrate that there is a fair chance or a reasonable chance
that the dividends can be resumed and the arrearages cured,

In that conmection T should like (o comnnent upon the statement
made by some withess whose name I do not now recall.

Senator Huenrs, To whom are they to demonstate that ?

My, Hearx. That could he demonstrated to the Commission ac-
cording to a standard written into the act, with the right of court
review,

Senator Huaurs, Yes,

My, Heary, The expression on which T should like to comnient
and thoe evidence with respect to which I should like to speak wax
something to this effect—I do not remember who said it, but some
witness appearing for the mdustry said that the words “fair and
equitable,” uppearing in this statuie im connection with reorganiza-
tions, constitute an indefinite standard. T shouald like to point out
that in a long line of cases decided by the Supreme Court of the
Inited States. cwlminating in the o dngeles Lumber case, the
Court has held that the words “fair and equitable,” as used in the
Chandler Act and as nsed in equity yeorgunizations before 7TR. were
words of art and had a definite legal meaning, and that definite
legal meaning was surveved and stated in the Lo Angeles case
and if we have got anywhere in this act words whose definite legal
Meaning is established by 4 long line of judicial decisions, they are
those words “fair and equitable.”

M. Hravy. Senator, Mr. Hollands wonld like to say a few wordy
at this time. )

Senator HueHEes (presiding). Verv well.  Ploase proceed. Mr.
Hollands.
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FURTHER STATEMENT OF JOHN H. HOLLANDS, ATTORNEY, SE-
CURITIES AND EXCHANGE COMMISSION, WASHINGTON, D, C.

Mr. HoLpaxps. Senator, I should like to take about 1 or 2 minutes
to speak about]section 36 (1)) That section reads as follows:

SEC. 36 (a). The Commission shall have authority trom time to time to muke,
issue, amend, and rescind such rules aud regulations and such orders as it
finds necessary or appropriate to carry out the provisious of this title, including
rides and regulations defining—

And so forth. The rest of the subsection enumerates certain specifie
matters,

A good deal of the testimony presented by representatives of the
industry has given the mmpression that the bill consists of an itemiza-
tion of problems, with a provision for rales, regulations, and orders
tied to its tail. .

I think that, upon examination of the bill, it will be found to be
much more diseriminating n choosing the subjects with respect to
which so-called administrative diseretion is granted and with respect
to which it is not.

The high point of the industry’s testimony in regard to the subject
of discretion has largely centered around section 36 (a). Mr. Bellamy,
who is assoclated with National Bond & Share Corporation, intro-
duced into the record a few days ago a copy of a letter which his
company sent to its stockholders. In analyzing the biil in that letter,
there appears the following statement, after a sentence running six or
seven lines, which describes various specific matters dealt with in the
bill.  The sentence to which T have referred reads as follows:

In addition and over and above all, the bill provides that the Securities and
Exchange Commission from time to time may prescribe such rules and regu-
lations within the provisions of the bill as the Commission may deewmn necessary
or appropriate.  In other words, in addition to itg specific provisions, the bill
vests in the Securities and Exchange Conumission a continuing supervision not
only of the management of investment companies but of substantinlly every
phase of activity in which such compauies may engage.

I do not want to go into a detailed discussion of what the words
In section 86 (a) wmean. It seems to me that the words of the section
arve fairly clear.

What is more important, T helieve, is that substautially identical
provisions appear in section 19 (a) of the Securities Act of 1933, sec-
tion 28 (a) of the Securities Exchange Act of 1934, section 20 (a)
of the Public Utility Holding Company Act of 1935, and section
319 (a) of the Trust Indenture Act of 1939.

The Trust Indenture Act was before this committee at the last session
of Congress.

In the committee reports, this committee pointed out that in that
bill—which I may say, parenthetically, deals with a very different
problem from the problem we have here—an attempt had been made
to cut down administrative discretion to the absolute practical mini-
mum : vet that bill contains a provision that is virtually identical with
section 36 (a) of this bill.

What is more, when the trust-indenture bill reached the House. the
Interstate and Foreign Commerce Committee apparently determined
to cut down still further what little administrative discretion therve
was in the bill, and the report of the Interstate und Foreign Commerce
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Committee states that they had absolutely eliminated administrative
diseretion; vet, the Trust Indenture Act contains a provision that is
virtually identical with section 36 (). .‘

In other words, as Judge Healy said when we were presenting our
affirmative case, and as Mr. White, T believe, noted in his testimony—
though in a somewhat skeptical tone—this section does not give sub-
stantive powers; it is there for purely procedural purposes, to 1mple—
ment the other provisions that are in the bill.

May I give the citations for those references to the committee de-
ports? Senate Report 248, page 2; House Report No. 1016, page 30—
both of the Seventy-sixth (,onoless, first sessiown.

Thank you.

FURTHER STATEMENT OF ROBERT E. HEALY, COMMISSIONER,
SECURITIES AND EXCHANGE COMMISSION, WASHINGTON, D. C.

Ir. Heary. Now, Senator, with your permission, I should like to
resume.

Senator Hranes (presiding). Very well, Mr. Healy.

My, Heany. Senators, this is the last speech that you will hear from
anyone representing the Securities and Exchange Commission on the
subject of this bill. There are two or three things left about which 1
should like to speak.

First, T should like to say that the principal reason why the bill
Is as complicated as it is is due to the fact that it is to a large extent a
seriex of compromises on various topics where, instead of—for ex-
ample—having a complete segregation of investment bankers or com-
mercial bankers or brokers, an attempt was made to permit it and
then to circumscribe it. Compromises of that character necessarily
Jed to complicated provistons.

The second point that T wish 10 make avises in connection with some
statements that have been made regarding the time taken in the in-
vestigation. 1 had the mtmestlng experience, once, of appearing
before either this committee or the House Committee on Interstate
and Foreign Commerce, in connection with the Holding Company
Act, where the Federal Tr ade Commission had conducted an investi-
ation of holding companies, und the investigation had lasted prie-
tically 6 years; and T heard the industry’s 1ep1e<entdt1ve§ stand up
before the committee and say that no bill ought to be passed until
there had been a thorough investigation of “the holding-company
problem.

I believe that these investigations have to be thorvough in order to
nieet the expert ability of the people in the industry and in order to

satisfy the committees of Congress.

In that same connection I should like to point out. in fairness to
my associate, Mr. Schenker, that whereas at the beginning of this
study he was given one job to do, atter Dr. Gour vich resmned——Dr
Gourrich had been in char ge of the study and had formerly been head
of the research dep(utment of Kuhmn. Toeb & Co. for many years,
and was an outst: after we had the mis-
fortune to lose Bill bpl att, through de‘lth. 3[1. Schenker had the task
of doing three jobs instead of one, including the writing of this final
report.
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T should like to refer as briefly as possible to this matter of dis-
cretion. When I listened to some of the statements made here, T
thought for a moment that I was hearing people say that there ought
to be flexibility in this Lill and that there ought to be no discretion
lodged with the Commission. Of course, that is an impoessibility.
However, upon rereading some of the testimony, T vealized that that
was not the fact. I am speaking from memory, s0 far as Mr. Quinn's
testimony is concerned ; but my memory is that he said there should
be no discretion in the Conumission except in accordance with well-
settled and well-written, clearly-defined statutory standavds.

If T am wrong about that, Thope Mr. Quinn will correct me.

1 agree complefely with that position. T should like to repeat what
T said before: That undefined and unfettered diseretion is not con-
sistent with the American principle of the supremacy of law; andd,
furthermore, if you gave it to us. it would not be any good, becanse
it would be invalid.

The statement has been made here that just as little discretion as
possible should be permitted to the Commission. With that T am in
complete accord.  Ho cut it down as much as possible without destroy-
ing flexibility, if you please: and then define the standards so that
this Commission will not be in the position of trying to_write law,
but siniply to implement and mechanize the law that has already been
made by Congress.

Anything different from that would be completely undemocratic;
it wonld be as completely undemocratic as some of the trusts that
we have heard described here, where the people who own the trusts
have absolutely no power whatever in connection with voting or
directing the affairs of the trusts it would be as completely undenio-
cratic as Mr. Trotsky, one of the founders of commuism, and one of
whose statements, strange to say, was quoted with evident approval
here before this committee by 2 conservative Boston banker. That
was a unigue experience I Mmy. life.

Yet 1 venture to say that the sort of bureau that Trotsky was
talking about was a bureau outside of law, not a bureau that was
administering a law fixed by Congress; and I venture to say also
that no bureau ever established by that author that Mr. Griswold
seems to admire so much, was ever as andemocratic as that type of
trust in which the shareholders and owners have no vote and no voice
whatever in the management.

If you want to tuke section 36 (a) and make it perfectly plain that

it does not give us substantive rights—we have never claimed sub-

stanfive rights, under precisely the same provisions of other acts—
and that its merely to implement the law and for procedural purposes,
you will get no complaint from us. We will go along with it. all

~yight.

Now just one or two other short observations, and 1 shall be through:
I have had the fortune—or misfortune—of seeing a major Federal -
vestigation that involved about (wice as much capital contribution as
this did, and I have seen something of other investigations. I do not
recall any investigation that was conducted, where there was more
cooperation from the industry. and which ended with less acrimony
between the industry and the Government, than in this instance.
have heard very little criticism of the method of condueting the study.
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To be sure, attack was made upon the statistical veport; but as I
stated this morning. statistics always seem to be attacked; and any
exchanges that have gone on across the table, here, during the course of
this hearing, I think are simply the vesult of the normal reactions of
human nature under strain and when people are on opposite sides,
acting as advocates fo some extent in making the best case they can.

I have heard but one withess. out of all those who appeared here,
who went on the witness stand and said that there should be no
regulation.

So that despite whatever complications and stresses may have de-
veloped during these hearings. T think they have been rather unique iu
the respect that nearly evervbody has agreed on the need of regula-
tion, and very little eriticism—ontside of the statistical phase—hus
iteveloped on the subject of the method of the study.

That is about all that I have to say.

Apain T want to acknowledge the gratitude of the Commission to the
industry., for their cooperation. I should like to say that if in the
Lieat of these debates we have overstated anything or misstated any-
thing—some of the speeches were made extemporaneously and from
memory—if they ave called to our attention, we shall make every effort
to correct then,

Then, last and most of all, I think we are all indebted to the conmnmit-
tee for its very courteous attention during the presentation that must
at times have been somewlhat monotonous,  We ave very grateful to
you.

Senator Huenks (presiding). T might say that ag a member of this
commitfee T have not heard all the investiganfions that have heretofore
been made, but I did =it as a member of the subcommittee on the
Barkley bill and on the Maloney bill, and I have had some experience
with thix sort of evidence before a comnuttee. It seems to me that it
has been signalized by unusual forbearance and conrtesy and good
feeling: and we are very much obliged to yvou for presenting it in that
way.

We thank the Commission, and payt with it with deep regret
although we veulize that in the conrse of the vears we shall probably
cross each other’s path again.

Senator Hraues (presiding). Me. Bunker. T think we <hall hear
from you at this time, i1f that is convenient,

My, Brxger, Thank vou, Senator.  That ix very nice of you.

FURTHER STATEMENT OF ARTHUR H. BUNKER, EXECUTIVE VICE
PRESIDENT. LEHMAN CORPORATION, NEW YORK CITY

Mr. Buxwer. I have asked for the privilege of appearing once
more before vou, in order to submit bijefly certain constructive pro-
posals with respect to this bill.

Before doing so. however, I feel that T must say one word about
the criticism which representatives of the 8. . (U have in the past
few days divected at the previous testimony of myself, Mr. Traylor,
and other members of the industry.

Iirst, I wish to state to you that I reaffirm in all respects the color
of the testimony which T have previously presented. In order that
the record may be straight. T should like to file within the next few
days statenients in vefutation of some of this criticism.



