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The Securities and Exchange Commission today announced the adoption of a rule
prohibiting fraud by any person in connection with the purchase of securities. The
previously existing rules against fraud in the purchase of securities applied only to
brokers and dealers. The new rule closes a loophole in the protections against fraud
administered by the Commission by prohibiting individuals or companies from buying
securities if they engage in fraud in their purchase. The text of the Commission’s action
follows:

The Securities and Exchange Commission, deeming it necessary for the exercise of the
functions vested in it and necessary and appropriate in the public interest an for the
protection of investors so to do, pursuant to authority conferred upon it by the Securities
Exchange Act of 1934, particularly Sections 10 (b) and 23 (a) thereof, hereby adopts the
following Rule X-10b-5:

Rule X-10B-5. Employment of Manipulative and Deceptive Devices.

It shall be unlawful for any person, directly or indirectly, by the use of any means or
instrumentality of interstate commerce, or of the mails, or of any facility of any securities
exchange,

(1) to employ any device, scheme, or artifice to defraud,

(2) to make any untrue statement of a material fact or to omit to state a material fact
necessary in order to make the statements made, in the light of the circumstances under

which they were made, not misleading, or

(3) to engage in any act, practice, or course of business which operates or would operate
as a fraud or deceit upon any person,

in connection with the purchase or sale of any security.

Effective Thursday, May 21, 1942.






