88th Congress, 1st Session - - - - House Document No. 95, Pt. 6

REPORT OF
SPECIAL STUDY OF SECURITIES MARKETS
OF THE
SECURITIES AND EXCHANGE COMMISSION

PART 6—INDEX

CONSISTING OF

LETTER OF TRANSMITTAL FROM THE CHAIRMAN, SECU-
RITIES AND EXCHANGE COMMISSION, INDEX TO THE
REPORT OF SPECIAL STUDY OF SECURITIES MARKETS
OF THE SECURITIES AND EXCHANGE COMMISSION,
PARTS 1, 2, 8, 4, AND 5, TABLES OF STATUTES, RULES,
CASES, PERSONS OR SECURITIES MENTIONED
IN THE SPECIAL STUDY

(PUBLIC LAW 87-196)

JuLy 27, 1964.—Referred to the Committee on Interstate and
Foreign Commerce and ordered to be printed

U.S. GOVERNMENT PRINTING OFFICE
36-071 WASHINGTON : 1964

For gale by the Superintendent of Documents, II{.S. Gov&;nment Printing Office, Washington, D.C,, 20402
rice $1.



88th Congress, 1st Session - - - - House Document No. 95, Pt. 6

REPORT OF
SPECIAL STUDY OF SECURITIES MARKETS
OF THE
SECURITIES AND EXCHANGE COMMISSION

PART 6—INDEX

CONSISTING OF

LETTER OF TRANSMITTAL FROM THE CHAIRMAN, SECU-
RITIES AND EXCHANGE COMMISSION, INDEX TO THE
REPORT OF SPECIAL STUDY OF SECURITIES MARKETS
OF THE SECURITIES AND EXCHANGE COMMISSION,
PARTS 1, 2, 8, 4, AND 5, TABLES OF STATUTES, RULES,
CASES, PERSONS OR SECURITIES MENTIONED
IN THE SPECIAL STUDY

(PUBLIC LAW 87-196)

JuLy 27, 1964.—Referred to the Committee on Interstate and
Foreign Commerce and ordered to be printed

U.S. GOVERNMENT PRINTING OFFICE
36-071 WASHINGTON : 1964

For sale by the Superintendent of Documents, gS, Gstl)voeanment Printing Office, Washington, D.C., 20402
rice $1.



LETTER OF TRANSMITTAL FROM THE CHAIRMAN OF THE
SECURITIES AND EXCHANGE COMMISSION

SECURITIES AND ExcHANGE COMMISSION,
Washington, D.C., July 24, 196/.
TaHE PRESIDENT OF THE SENATE.
TaE SPEAKER OF THE HOUSE OF REPRESENTATIVES.

Sir: On August 8, 1963, the Commission transmitted to the
Congress the final segment of the report of the special study of the
securities markets. This report was authorized by section 19(d) of
the Securities Exchange Act of 1934, Public Law 87-196. Today
I have the honor to submit under separate cover part 6, an index
for the entire report of the special study.

It is anticipated that the study report will serve as a foundation
for regulatory and industry action and as an invaluable reference
document for many years to come. The scope and size of the report
make it imperative that an adequate index be published so that the
information in it can be readily available. This index has been
prepared by Professor Emeritus Miles Price, formerly librarian of
Columbia University School of Law Library.

By direction of the Commission:

Witniam L. Cary, Chavrman.
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PREFACE

This volume (H. Doc. 95, pt. 6) contains the letter of transmittal
of the Chairman of the Securities and Exchange Commission, the
index to the Special Study of the Securities Markets of the Securities
and Exchange Commission, parts 1, 2, 3, 4, and 5. Included also in
this volume are the tables of statutes, rules, cases, persons, or
securities mentioned in the Special Study. This index has been pre-
pared by Professor Emeritus Miles Price, formerly librarian of Colum-
bia University School of Law Library.

v



INDEX

A

Access to trading markets 2: 5, 6, 958, 959
See Tradmg markets
Accountants, investment advice by 1: 331
Accounts
Customers’: See Customers’ accounts, funds and securities,
protection of
Admission into the securities business:
See Entry into the securities business; Qualifications of persons
in the securities business
Advertising
Economic effect of security industry’s 1: 20
Estate planning services 1: 246
Investment advice through subscription services 1: 366-369
See Investment advice: Subscription services offering
Investment advisers, registered
SEC rule concerning 1: 381
London Stock Exchange and members thereof, by 2: 19
Magazine advertisements 1: 244
Market makers 2: 563, 565
Media and methods employed by securities industry
booklets and other sales literature 1: 245
“do’s” and “don’ts” 1: 247
financial and estate planning services 1: 246
mail solicitation by specialized lists 1: 244
market letters, offering free or by subscription 1: 246
mass circulation magazines 1: 244
newspapers 1: 244
nonexchange member firms’ advertising 1: 247, 248
portfolio analy51s offers 1: 245
radio and television broadcasts 1: 244
range of style, emphasis and approach 1: 246
recommended securities list 1: 246
research, emphasis upon 1: 246
quculatlve impulses, appealing to  1: 248
tie-ins with NYSKE advertising program 1: 246, 247
Mutual funds sales literature
Federal controls over 4: 159, 161
See Mutual funds: selling practices
NASD controls over members’ sales literature 1: 380
See National Association of Securities Dealers
NASD policy as to own activities 4: 616, 617
NASD standards for members, surveillance of 4: 670
NYSE advertising program
broker-dealers’ tie-in with 1: 246, 247
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Advertising—Continued
NYSE member firm advertising, controls over 1: 376
review of advertising 4: 533, 534
rules concerning 1: 316
See also New York Stock Exchange
Over-the-counter market 2: 552
basic practice, as 2: 833
Over-the-counter wholesale dealers’ selling interests 2: 633;
5: 115
Pacific Coast Stock Exchange review of member firms’ 4: 596
Preservation of sales promotion materials, SEC requirement
1: 376
Registered investment advisers’, SEC controls over 1: 382
Research and investment advice 1: 246
Salesmen, to recruit 1: 99
Subscription investment advisory publications, by 1: 367
See Subscription services offering investment advice
Supervisors, to recruit, qualities emphasized 1: 135
Testimonials, deceptive use of 1: 382
Underwriter, to obtain business 1: 498
Advice
Investment: See Investment advice; Investment advisers; In-
vestment analysts
After-market
See also New issues of corporate securities, distributions of
“Hot issues” on 2: 565
Institutional transactions
comparison as to original and after-market 2: 1051
Managing underwriter in: See Underwriters
New issues: See New issues of corporate securities, distributions
to the public
Prospectus use in  1: 547-550
See Prospectus
Against the box
Definition of 2: 250
Short selling 2: 250
Age as a factor in the securities business
Broker-dealer firms
underwriting firms 1: 67
Customer’s, as factor in broker-dealer’s fiduciary relationship
2:654
Individuals
exchange membership 1:75, 80
NYSE members 1:75
Mutual fund share purchaser 4: 274, 283, 284, 288, 292
Mutual fund investor’s objective, as factor in 4: 283, 284
Mutual funds investment, as factor in 4:273, 274, 283, 284, 287,
288, 292
knowledge of funds as varying with age 4: 319
Salesmen of securities 1:95
Underwriter of new issues of common stock 1: 493, 494
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Agents and agency relationship in securities business
Agency and principal transactions, institutional investors
2: 1026, 1027

Broker-dealer transactions: See Over-the-counter markets

Floor traders’ execution of agency orders 2: 203

Institutional large-block transactions, over-the-counter

2: 1026, 1027

Markup in agency transactions, significance of 2: 647

Mutual fund sales by underwriter on agency basis 4: 107

Over-the-counter retail market, broker-dealer in

See Over-the-counter markets: Retail markets

Specialist as agent 2: 71, 72

conflicts of interest 2: 142

Stockbrokers as, under Bankruptcy Act 1: 412
Allocated trade

See Mutual funds: Reciprocal business arrangements
Allocation of securities to markets

See Trading markets
American Motors Corp.

Floor traders’ influence on price of 2: 218, 219
American Stock Exchange (AMEX)

See also American Stock Exchange: SEC staff report on as self-
regulatory institution, 1962; American Stock Kxchange: SEC
staff report on summarized

Admission standards and procedures 1: 80

AMEZX-listed stocks traded on over-the-counter markets

NYSE-listed compared 2: 875

Associate and special memberships 2: 310, 350

Capital requirements for specialists 2: 69

Commissions charged to members and nonmembers (tables)

2:299
NYSE rates compared 2: 298
Continuous auction trading procedure 2: 41
Disciplinary actions and procedures
See also American Stock Exchange: SEC staff report on
reporting: policy questions involved in 4: 541, 542

Disclosure requirements corporate publicity control, as 3: 98

Excessive trading rule, Rule 3 2: 227

Exclusively unlisted (Clause 1) stocks traded, percentage of

2:919

Financial responsibility of members, concern over 1: 88

Financial statements by issuers of listed securities 3: 5

Floor trading accounts, 25 most active

table on, selected dates 2: 500, 501
Floor trading on, regulation of
See also American Stock Exchange: SEC staff report on
1959, 1960 rule changes 2:237, 238
drop in under new rules 2: 237
problems posed as of January 1962 2: 238
round-lot transactions as percent of total, 1937-61 2: 497
similarity of to NYSE’s 2: 237, 238
“tick” restrictions 2:237, 238
Issues traded on
number of 2: 817
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American Stock Exchange (AMEX)—Continued

Listing of securities 2: 815, 816
See Listing and delisting of securities by exchanges
Listing requirements 2: 551
Listing, rules and standards
April 1962 rules 2: 810
““Listing Standards, Policies, and Requirements” (1962) 2: 815
Listings on, comparison of 1:12 )
Long-term investment accounts, segregating
report as to specialists 2: 133, 134
Market break of May 1962 and
May 28, first day, price decline 4: 833
May 29, second day, price rise 4: 835
May 31, fourth day, volume decline 4: 835
price average and volume (chart) 4: 829
Membership
See also American Stock Exchange: SEC 1961 staff report
associate members, amended rule respecting 2: 310, 350
examination for 2:46
Odd lots trading
customers’ trading as percent of total, 1937-61 2: 394
specialists” 2:172, 173
volume, as percentage of all transactions 2: 172
Off-board member trading, rule restricting 1: 564; 2: 958
Percentage of trading handled by 1:11
Real estate securities, trading 1: 583
Round-lot transactions on
percent of total customers’ transactions, 1937-61 2: 394
Rules, discussion of changes in with SEC 4: 712
Salesmen of member firms
examination of applicants 1: 130
limited registration of mutual fund salesmen 1: 131
qualifications of, controls over 1: 130
training offered 1: 109, 130
Self-regulatory institution, as 4: 577-584, 751-813
See American Stock Exchange: SEC staff report on as self-
regulatory institution, 1962
Short selling
odd-lot transactions, weekly reports on 2: 253
Specialists  2: 59, 172, 173
See also American Stock Exchange: SEC staff report on
abuses by 2:59
finders, as 1:499
odd-lots 2:172, 173
time stamp on orders of 2:74
Stocks traded
comparatizve share sales, percent of total sales, 1935-62
: 1076
market categories, classified by 2: 817-823
market value of shares outstanding 1961 2: 817, 966
number of (chart) 2:926

percent meeting NYSE listing requirements 2: 823, 967,
968
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American Stock Exchange (AMEX)—Continued
Stocks traded—Continued
prices, end of 1961 (table) 2:824, 969
regional listings transferred to AMEX 1955-61 2:1073
shareholders, by number of, 1961 (table) 2: 817, 965
shares outstanding, 1961, classed by (table) 2: 817, 965
shares traded or transferred annually, classed by
2: 824, 968
short interests, mid-month reports on 2: 253
volume, end of 1961 (table) 2: 826, 969
Supervisors, controls over qualifications of 1: 141
Time stamp on specialists’ orders 2: 74
Trading mechanics as resembling those of NYSE 2:35
Unregistered securities distribution through 1:561
Volume
distribution, 1961 (chart) 2:827
odd-lots, as percent of all transactions 2:172
stocks traded, end of 1961 (table) 2:826, 969
American Stock Exchange as of 1962: SEC staff report on as self-
regulatory institution 4:751-813
Aims, procedure and scope of report 4: 755, 756
Audit of members’ books
adequacy and effectiveness of, question of 4: 801
Board of governors 4:762-764
allied and associate members on, influence of 4: 763
composition and geographical distribution 4: 762
disciplinary functions 4: 762
dominant group on 4: 763, 764
duties and meetings 4: 762
election, term of office 4: 762, 763
nominating committee method of election 4: 763
rotation of principal posts (table) 4: 764
specialists’ influence on  4: 763
Board of governors: Public governors 4: 764, 765
appointment and term 4: 764
influence of 4: 764, 765
meeting attendance record 4: 764
number and functions of 4: 764
Counsel, right of at disciplinary proceedings 4: 803
Disciplinary actions and procedures 4: 801-804
See also American Stock Exchange
authority in statutes and rules 4: 799
board of governors’ functions 4: 762
cases heard, discussion of 4: 803, 804
committees of exchange involved in  4: 801, 802
constitutional provisions 4: 801, 802
counsel, richt to 4: 803
disclosure of action to public 4: 804
exchange’s concern over Securities Act violations 4: 801
fines, authority to impose 4: 802
floor traders, involving 4: 795, 803
hearings, procedure at 4: 803
institution of disciplinary actions, initiative in 4: 802



6 REPORT OF SPECIAL STUDY OF SECURITIES MARKETS

American Stock Exchange as of 1962—Continued
Disciplinary actions and procedures—Continued
penalties, severity and effectiveness of 4: 802
president’s functions and powers 4:766
repeated violations, treatment of 4: 802, 803
Res, action involving 4: 804, 805
statutes, constitution and rules, for violation of 4: 802
statutory authority for 4: 801
zealousness, committees’ degree of 4: 802
Floor trader problems 4:794-798
active stocks, concentration on 4:795
advantage of over the public 4:79%
all stocks, floor trading in, 1959 periods (table) 4: 810
arguments for and against floor traders 4: 794
definition of 4: 794
disciplinary actions against 4: 795, 803
effectiveness of rule, four charts showing 4: 810-812
evasion of floor trading rule and reporting requirements
4:795, 796
“fHoor”” defined 4: 796
Gilligan, Will post, floor trading at 4: 797, 798
openings and closings of 2 traders, 1959 (table) 4: 813
orders ‘“‘originating off the floor” 4:796
problem, whether he still is 4: 795-798
purchases on own bids on “‘plus ticks” 4:795
reports of floor trading, accuracy of 4:795, 796
reports to be filed, content and accuracy of 4: 800
rule as to and ineffective enforcement of 4: 798
Rule 110(a) as to congregation and domination 4: 794
SEC staff study of, conclusions in  4: 794, 795
small group as accounting for most transactions 4: 794
supervision and rule enforcement by exchange 4: 800
10 most active stocks, 1959 periods (table) 4: 812
10 most active stocks, price movement (table) 4: 812
25 most active traders in 1959 (table) 4:811
volume of trading by 4: 794
General counsel 4: 767
Government of the exchange 4:761-768
board of governors 4:762-764
see Board of governors, above
Gilligan and the exchange government 4: 787
NYSE Conway report, effect of 4:762
SEC “Report on,” 1935 4:761
standing committees 4:765
Issues traded, volume and market value
NYSE compared (table) 4: 807
Listed securities
president’s function in obtaining 4: 766
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American Stock Exchange as of 1962—Continued
Listing of sccurities on the exchange 4:769-772
additional shares, listing of 4:772
applications for, processing of 4: 770, 771
board approval, requirement of 4: 771
Canadian issues traded both in Canada and on exchange
4: 772
competition to secure 4:770
delisting, reluctance in 4: 771
emphasis on new listings 4:769
Gilligan, Will specmhsts, acquisition by 4: 779
loss of to NYSE 4: 770
marginal companies with earnings deficits, stock of
4: 771, 772
new listings, 1960 and 1961 4: 769
President Mc¢Cormick’s role on obtaining 4: 769
pursuit of listings 4:769, 770
quality of listed stocks 4:7 71,772
requirements for, administration of 4: 77 0, 771
specialists’ role in obtaining 4: 769, 770
standards 4:770
unregistered stock 4: 772
Members: regulation of by the exchange 4:798-806
audit, inadequacy and ineffectiveness of 4: 801
controls, fundamental failure of 4: 805
disciplinary measures
see Disciplinary actions and procedures, above
failure of self-regulation, basic causes for 4: 805, 806
floor traders 4: 800
see Floor traders, above
general deficiency of standards 4: 805
investigatory procedures 4: 800, 801
over-the-counter transactions, reporting 4: 800
pattern of 4: 799
quantity rather than quality, preoccupation with 4: 806
SEC exercise of power to reform, necessity of 4: 806
SEC supervisory power 4: 799
specialist surveillance 4: 800
staff members’ investigatory power 4: 799
staff members’ role and authority 4: 800, 801
staff organization and authority, lack of 4: 806
Staff Report appralsal 4: 805, 806
standing committees’ control 4: 799
statutory background 4: 799
supervision 47 799-801
surveillance by Department of Floor Transactions 4: 800
trading posts, floor governors’ supervision of 4: 799
Membership
admission of new members 4: 761
annual dues; or assessments 4: 757
number and categories of 4:757
periods for which held 4: 761
present investigation of candidates 4: 761
sponsorship of candidates 4: 761
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American Stock Exchange as of 1962—Continued

Membership: Admission of new members 4: 761
examination of candidates 4:761
father-son relationships and the like 4: 761
financing seat purchases 4:761
partaciship agreements, investigation of 4: 761
qualifications 4: 761
seat, by purchase from existing member 4: 761
seats, prices of  4: 761
securities business, experience in as factor 4:761
National securities exchange, as  4: 757
Organizetion of the exchange 4:757-768
general counsel 4: 767
government 4:761-768
see Governunent of the exchange, above
membpership 4: 757, 761
see Membership, above
president 4:765-767
see President, below
staff 4:767, 768
see Stafl, below
statistics of, as of December 1961 4: 757
Over-the-counter transactions, reporting of 4: 800
Personnel as of November 7, 1961, number and classification
4: 807
President 4:765-767
disciplinary powers 4: 766
election, salary, duties and powers 4:766
impartiality of as administrator 4: 767
listings on exchange, obtaining 4: 766
securities transactions of President McCormick 4: 766
status and functions of 4:765
Quantity rather than quality, preoccupation with 4: 806
Registration of with SEC 4: 799
Regulatory pattern
members, regulation by exchange of 4:798-806
see Members, regulation of by the exchange, above
prices of 4:761, 807
purchase of from existing members 4: 761
Specialists
see also Specialists: Organization, management and regula-
tory problems connected with, below
allocation of securities to 4: 774, 775
see Specialists: Allocation of securities to, below
allocation of stocks to, 1956-62 (table) 4: 807
board of governors, influence on 4: 763
“book,”” disclosure of in secondary distributions 4:791-793
“book,” management of and confidential character of
4:773
broker and dealer, both, acting as 4: 773
dealer participation in 1960 transactions 4:776
dominant AMEX role of 4: 578, 773
dominant role, reform program to concentrate on 4:793
“fair and orderly market,”” duties in relation to 4: 776, 777
“fair and orderly market”’ duties, rules for 4:776
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American Stock Exchange as of 1962—Continued
Specialists—Continued
“fair and orderly market” duties, Saperstein interpretation
4:776
financing arrangements 4:790, 791
see Specialists: Financing arrangements of, below
Gilligan, Will & Co. problem: see Specialists: Gilligan, Will
& Co. problem, below
importance of specialist’s role 4:773, 774
meorporation of 4:790, 791
‘“Joint book,” participation in 4:773
limited price orders for other brokers, executing 4:773
listings, rote and methods in obtaining 4: 769, 770
long-term investment accounts 4:788-790
se% lSpecialists: Long-term investment accounts and,
elow
Mann-Farrell-Greene-Jacobi joint book 4:773
market orders, executing 4:773
odd-lot dealers, acting as  4: 773
public customers, relations with 4: 787, 788
qualifications of 4:774
registration in securities for which specialist 4:774
rules regulating conduct of
see Specialists: Rules regulating conduct of, below
statutory scheme and rules, aim and effectiveness of 4: 777
surveillance of trading by, agency responsible 4: 800
transactions for own account 4:776
Specialists: Allocation of securities to 4:774, 775
“best interests of the exchange,” to serve 4:775
favoritism in  4: 775
issuer’s action, as result of 4:775
listing apwvlication, when specialist has filed 4:774
listing efforts of specialist as the inducement 4:774
multiple registrations for a security 4:775
“naturals” 4:775
sacrificing standards for expediency 4:775
stafl efforts, as result of 4:775
where failure to receive allocations for long period 4:775
Specialists: Financing arrangements of 4: 790, 791
cash or liquid asset position and credit line 4: 790
“fair and orderly market’” as factor 4:790
incorporated specialists 4: 790, 791
one specialist financing another 4: 790
Rule 170(b) provisions 4:790
Specialists: Gilligan, Will & Co. problem 4:777-787
business of firm and its relation to other members 4: 777
distributions 4:784-786
Gilligan and the exchange government 4: 786, 787
Gilligan stocks, July 195661 (table) 4: 808
insider agency accounts 4:783
issuers, relationship with 4: 781, 782
new listings acquired by 4:779
off-board stock purchases after listing 4: 783
public customers, relations with 4: 787, 788
stock purchase prior to listing 4: 780
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American Stock Exchange as of 1962—Continued
Specialists: Long-term investment accounts and 4: 788-790
percent of specialists maintaining 4: 789
Rule 187 impact 4:789
segregated positions, October 23, 1961 (table) 4:809
statutory and regulatory standards, as violating 4: 789
tax factors in 4: 788, 789
Specialists: Organization, management and regulatory problems
connected with 4:773-793
rules, policies and procedures governing conduct 4:773-778
see rules, policies and procedures governing conduct,
above
Specialists: Rules regulating conduct of
“book,”” disclosure of 4:773
broker and dealer, both, acting as 4: 773
“fair and orderly market,” duties respecting 4:776, 777
orders accepted for execution 4:773
registration eligibility 4: 774
Staff 4:767, 768
duties and authority 4: 768
investigatory powers and authority 4: 800, 801
lack of adequate organization and authority 4: 806
size of 4:767
Standing committees system 4: 765, 768
Statistics of, as of December 1961
growth 4:757
income of the exchange 4:757
market value of stocks traded, NYSE compared
4:757, 759
members’ annual dues 4: 757
number of companies whose secruities were traded
4: 757, 760
profits and capital contributions 4: 757
specialists’ registration fees 4: 757
stock volume, compared to NYSE 4: 757, 758
stocks traded, volume of 4: 757
Summary of report 2: 577-584
See American Stock Exchange: SEC stafl report on sum-
marized
American Stock Exchange: SEC staff report on summarized
2: 577-584
See, for full report: American Stock HExchange: SEC staff
report on
1962, January 5 situation, at release of report 2: 577-579
floor traders, ineffective regulation of 4: 579
Gilligan, Will & Co., influence of 4: 578 et seq.
public governors’ appointment and effectiveness 4: 578
specialists, domination by 4: 578
standing committee system of government 4: 578
working of self-regulation 4: 579
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American Stock Exchange as of 1962—Continued
1962: Post-January 5 developments 4: 579-5832
constitutional changes 4: 580
disciplinary actions 4: 582, 583
listing and delisting requirements 4: 581
management of the exchange 4: 579
specialist regulation 4: 581
staff  4: 580, 581
staff’s regulatory duties and authority 4: 578
summary of conclusions 4: 583, 584
Conclusions summarized 4: 583, 584
effective reorganization and disciplinary action in 1962
4: 583, 584
self-regulatory system distortion 4: 583
Constitutional changes, post-January 5, 1962 4: 580
administrative authority as in president 4: 580
disciplinary power 4: 580
policy-making, board’s authority 4: 580
specialist regulation, aimed at 4: 580
stafl’s increased functions and authority 4: 580
standing committee system elimination 4: 580
Disciplinary actions: Post-Jan. 5, 1962 4: 582, 583
new constitution, authority under 4: 580
post-January 5, 1962, actions summarized 4: 582, 583
pre-January 5, 1962 4: 578, 579
Levy Committee 4: 579
Listing and delisting requirements: Post-January 1962 require-
ments 4: 581, 582
Management of the Exchange, post-January 5, 1962 4: 579
“dominant group,” resignation of four of 4: 579
Levy Committee, work of 4: 579
new board 4:579
Specialist regulation: Post-January 1962
capital and financing requirements 4: 581
earlier domination by specialists 4: 578, 579
participation in profits or losses of 4: 581
tightening of existing controls 4: 581
Staff: Post-January 5, 1962 reorganization and status 4: 581
American Stock Exchange Clearing Corp. 4: 768
AMFPS
See Association of Mutual Fund Plan Sponsors, Inec.
Anti-rebate rule
See Commissions, commission rates and rate-making.
Apprentices
Specialists, rules for 1:79
Aquafilter selling effort: See selling practices
Arbitrage
Convertible issues, based on  2: 290
Definition of 2: 250, 900
Foreign banks engaged in broker-dealers’ acting as intermediaries
for 2:882
International arbitrage, amount and significance of 2: 290

36-071—64—pt. 6——2
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Arbitrage—Continued
Short selling as involving
firms and stocks covered by Special Study 2: 290
SEC Rule 10a-1  2: 289, 290
secret of successful operation in  2: 250
“short’” and “long’” exemption 2: 289, 290
Technical short sales by arbitragers 2: 247, 250
Use of to evade paying full NYSE commission 2: 900
Arbitration
New York Stock Exchange facilities for 4: 559-561
See New York Stock Exchange
Assets
Customer’s in possession of broker-dealer 1:393-399
See Customers’ accounts, funds and securities, protection of
Exchange-listing of securities, as criterion of 2: 813
Issuers of publicly-held securities 2: 876
Issuers of publicly held securities, range of 2: 821
Listing on NYSE, requirement for 2: 813
Margin account customer, agreements regarding 1: 390, 391
See Margin accounts
Mutual funds 1: 37, 4: 95, 96, 170, 236, 264, 270, 274, 276
See Mutual funds
Over-the-counter market stock issuers 2: 743
Stocks traded, ranges of issuer’s assets in  2: 819-822
Associated Press, stock quotations in  2: 633
Association of Customers’ Brokers (ACB) 4: 690, 691
Code of ethics and business conduct 4: 690, 691
Association of Mutual Fund Plan Sponsors, Inc. (AMFPS) 4: 685
Code of Ethical Business Conduct 4: 154
See also Mutual funds: Selling practices
absence of enforcement machinery 4: 685
Contractual plans, membership interest in 4: 685
Membership restricted to contractual plan sponsors 4: 685
“Origin and History of the Contractual Plan’’ 4: 179
Publicity program by
reciprocal business, as factor in 4: 221, 222
Redemption period, statement as to 4: 169
Association of Real Estate Syndicators (ARES) 4: 686, 687
“Brochure panel” for prospectus review 4: 687
High ethical and business practices, emphasis on 4: 687
Membership, professional and geographical scope 4: 686, 687
Association of Stock Exchange Firms (ASEF)
Accounting practices of members, chart for 4: 684
Interest on credit balances, policy as to 1:395
Manual covering technical procedures 4: 683, 684
Margin account agreement form 1:390
Members, number of 4: 683
Membership as limited to NYSE member firms 4: 683
Personnel function for back office personnel 4: 684
Professional staff, number and functions of 4: 683
Quasi-self-regulatory institution, as 4: 683, 684
Technical services supplied by 4: 683
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Associations of brokers or dealers
See also National Association of Securities Dealers
Membership in
eligibility rules 1:4
over-the-counter broker-dealers 1:4
restrictions on 1: 4
rules for, scope of 1:4
National Association of Securities Dealers: See National Associa-
tion of Securities Dealers (NASD)
Registration of under Exchange Act 1:4
Rules of
SEC authority to enforce or change 1:5
Attorneys
Arbitration proceedings of NYSE, right to counsel in 4: 560
Exchange proceedings, right to in
AMEX proceedings 4: 803
NYSE proceedings 4: 560
Investment advice by 1:331
NASD general counsel: See National Association of Securities
Dealers
Promoters of new issues, as 1: 500
Real estate securities salesmen, as conflict of interest question
1: 588
Automation
Generally 2:351-358
See also Electronic data processing
Adoption, extent of 2:655-658
Affected with public interest, as 4: 713, 714
Churning accounts, as aid to detection of 1: 297
Clearinghouse tape reporting insufficient 2: 355-6
Computers, use by NYSE member firms 2: 44
Daily information, aid in supplying 2: 356
Electronic data processing, present use of 2: 351-358
Fails to deliver, as aid in  1: 427
Importance of to SEC 2: 352
Midwest Stock Exchange centralized bookkeeping for member

firms 4:590, '
Need of in securities business severe market stress, during
2:352

NYSE use of 2:352-354

automation studies of Department of Operation 2: 354, 357

engineering surveys of floor trading 2: 191, 199

reluctance of to change reporting requirements 2: 356
Orders, use in transmission of 2: 355-357
Over-the-counter markets, potentialities in 2: 655-658

clearing transactions 2: 657

compilation of complete transaction data 2: 658

cost 2:657

crossing public offers 2: 658

data retrieval, and example thereof 2: 658

executing offers 2: 657

extent of present use 2: 655, 656

functions for which used 2: 656

highest and lowest bid or offer, identifying 2: 658
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Automation—Continued
Over-the-counter markets, potentialities in—Continued
information flow, increase of 2: 657, 658
listed stocks, reporting on  2: 657
newspaper information compared 2:656
potentialities 2: 656-658
procedure 2: 655, 656
quotations, use for 2: 656, 657
resistance to and reasons therefor
centralization of bids and orders 2: 658
publication of wholesale prices 2: 658
retail bid and asked prices 2: 656
selecting best bids and offers 2: 657
single, central computer used 2: 657
stocks, listing 2: 656
systems used and subscribers for 2: 656
Special Study recommendation as to 2:678; 5: 130
Over-the-counter markets: Special Study Summary
back-office operation, servicing 2:669; 5: 120
buy-sell orders, marching 2:669; 5: 121
Interdealer quotations, centralizing 2:669; 5: 121
potentialities 2: 669; 5: 121
public, importance to 2: 669; 5: 121
reliability of, improvement in 2: 671; 5: 123
Univac study 2: 657
Potentialities of 2: 657, 658
Price change trends, to measure 2: 106
Quotations 2: 570, 610
Reports, use for accumulation and processing of 2: 354-358
Scantlin Electronics, Inc., system 2: 656
Selling practices, as aid to supervising 1: 294
Special Study conclusions and recommendations
2: 358, 676; 5: 108, 127
interdealer quotations, use in  2: 678; 5: 130
NYSE prompt revision of floor reporting procedure
2: 358 5: 108, 109
periodic reports filed with exchanges, SEC study of
2:358; 5:109
possible uses of 2:676; 5: 127
SEC and NASD duty to study possibilities of 2: 678;5: 130
SEC responsibility for developing 2:358; 5: 109
Special Study summary 2: 357, 358; 5: 108
data, as aid to reliability and completeness of 2:358; 5: 108
possible uses of in securities business 2:358; 5: 108
present use by exchanges 2:357; 5: 108
public’s use in exploring possibilities 2: 357; 5: 108
Subscription investment advisory service use of 1: 366
Teleregister Corp. system 2: 656
Trading process, use of in  2: 353, 354
NYSE procedure 2: 353
Ultronic Systems Corp. system 2: 656
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B

Bankers
Brokers, foreign securities markets
practice 2: 18
Bankruptey law
Bankruptey Act 60(e) )
conclusions and recommendations of Special Study 1:416
summary of Special Study treatment of 1:415
Bankruptey Act 60(e) and broker-dealer responsibility
1: 410414
priorities under 1:410-414
receiverships 1:413
rights and priorities of customer under 1:410-412
segregation and identification of securities 1:412, 413
Broker-dealer insolvency problems under 1:412-414
Free credit balances of customer, treatment of 1:413
Identification of customers’ securities under 1:413
Petition for adjudication as bankrupt, SEC recommended power
1:416
Segregation of customers’ securities, problems involving
1: 413, 414
Banks
Bank Loan Survey
coverage of survey 4:41
reporting procedure 4:41
Bank Loan Survey questionnaire
loans collateralized by stocks or bonds, September 26, 1962
4:41
text 4:40-88
British securities business, participation in  2: 19
Foreign banks
arbitrage, broker-dealers as intermediaries for 2: 882
unregistered lenders on securities, loans to  4: 28
Institutional investors, transactions for 2: 840
reciprocal business quota (table) 2: 860
Investment advice by 1: 331
Listed securities in over-the-counter market, transactions in
charges by broker-dealer acting as intermediary 2: 884, 885
intermediary, use of broker-dealer as 2: 884
representing public customers, charges for 2: 884, 885
Loans: Security credit, method and standards
bank practices in making 4: 63-87
classified by assets, number of shareholders and amount of
loan 4:61, 62
collateral other than listed securities 4: 4
dollar amount and number of loans, by size of loans 4: 58
geographic distribution and lending office size 4: 53
lending office location and purpose categories 4: 54
listed stocks, loans on  4: 17
loan ratios, questions and answers concerning 4: 63-68
margin call survey, questionnaire and answers 4: 86-88
maturity of loan, distribution by 4: 58, 59
minimum margin coverage, questions and answers concern-
ing 4:73-78
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Banks—Continued
Loans: Security credit, method and standards—Continued
number of loans, by purpose category and collateral 4: 52
overall position in specific securities, checking 4: 82
principal collateral and lending office location 4:52, 58
purpose and nonpurpose loans 4:4
purpose category and principal collateral-——Amount out-
standing, September 26, 1962 4: 51
purpose of loan, borrowers statement concerning 4:81
ratio of collateral to total loans 4:54
size of loan and principal collateral, amount outstanding
4:55
size of loan and principal collateral, number of loans 4: 56
statutes and rules controlling 4: 4
substitutions of collateral by selling existing collateral
4:79-81
unlisted securities, extra safeguards applied to 4: 83-85
unlisted stocks, amount outstanding on 4: 22
unregistered lenders on securities, to 4: 28-30
valuation of securities, questions and answers concerning
4: 68-73
volume and characteristics of 4: 43-50
Lioans: Stock-collateralized nonpurpose 4: 17
Loans: Volume and characteristics of, collateralized by stocks and
bonds 4:43-50
banking office characteristics and principal collateral 4: 45
banking office characteristics and purpose of loans 4:46
coverage of survey 4:44
distribution by purpose and principal collateral 4: 44
distribution of collateral loans by size 4: 47
duration of indebtedness 4: 49
loan characteristics of collateral loans 4: 48
maturity 4:49
regulatory status 4:48
Margins
mitial margins, compared to FRB requirements 4: 12, 13
Number of in United States 3: 35
Proxy solicitation practices, deficiencies in 3: 38, 39
Quotation sheets, subscriptions to 2: 597
Securities-collateralized loans
amount of and percent on unlisted stock 4: 19
over-the-counter market, as integral part of 3:35
Securities of, where traded 1: 14
Stocks
collateral loans on: see Lioans, above
over-the-counter market trading in 2: 721, 723
Unregulated lenders on collateral security, functions with respect
to 4:27, 28
Unregulated lenders on securities, loans to
domestic banks, by 4:28-30
foreign banks, by 4:28-32
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Banks, protection of investors in securities of 3: 35-39
Categories of banks and number in each 3: 35
Depositors, not investors, as aim of existing protection 3: 39
Federal and State regulation 3: 36—39
Comptroller of the Currency, scope of controls 3: 36
examination of national banks 3: 37
Federal Deposit Insurance Corp. 3: 37
Federal Reserve Board 3: 37
reporting requirements 3: 36
Financial reporting, deficiencies in  3: 38
Listing and delisting of stock on exchanges 3: 36
Mergers as demonstrating need of protective legislation 3: 39
Need of coverage
Exchange Act protection, absence of counterpart 3:38
Need of coverage by statutes 3: 38, 39
Regulatory status of banks under securities laws 3: 36
exemqtion from registration under Exchange Act 3: 36
Reporting requirements, scant protection afforded by 3: 38
Shareholders, number of 3: 35
State regulation 3: 37
Trading activity in shares 3: 35
Bar Crisis
Financial public relations firm trading in 3: 69
ggst—eﬁorts underwriting: See Underwriters and underwriting
ias
Broker-dealer’s failure to disclose 1: 385
Block transactions
Auction market’s ability to handle 2: 132
Broker-dealers
number of dealers per block in 1961 (table) 2: 1053
Capital requirements
specialists’ 2: 128, 129, 132, 133
Commissions charged to investor
See Commissions, commission rates and rate-making
Definition of as used by Special Study 2: 842
Exchange plans
commission earned 2: 843, 844
institutional investors, for 2: 842, 843
Floor traders’ assistance to wing 2: 131
Floor traders’ participation in 2: 225
Institutional investors
See Institutional investors
Large blocks
institutional transactions, 1961 (table) 2: 1052
Generally: See Institutional investors
listed se%urities in over-the-counter markets, round-lots
: 895
Listed securities over-the-counter market, as influencing alloca-
tion 2: 878
Nonsyndicated dispositions 2: 591
Over-the-counter market use by institutional investors
2: 128, 129
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Block transactions—Continued
Qver-the-counter wholesale market, on 2: 589-592
buying and selling on balance 2: 590
controls, absence of 2: 591
flexibility of procedure 2: 590, 591
formal underwriting agreement 2: 591,
listed securities, involving 2: 592
nonsyndicated disposition of 2: 591
quotations, adjusting 2: 590
SEC Rule 10b—7, proposed amendment 2: 592
short positions, acquiring 2: 591
specialists’ restricted participation in  2: 592
stabilizing reports to SEC, absence of 2: 592
supporting market during dispositions 2: 592
techniques of disposition 2: 590
wholesaler making primary market, through 2: 590
Plans not involving specialist
specialists’ willingness to bid 2: 132
Prices
different prices on same block 2: 590, 591
small supply, effect of 2: 590
Share constituting a block, number of 2: 128
Specialists’ participation in 2: 128-133, 843
bids on book as affected by 2:130
capacity to handle, recommended study of 2:170; 5: 90
capital ability as factor in 2: 128, 129
capital fund from which to borrow, recommended
2:133,170; 5: 90
capital requirements 2: 132, 133
‘““cleaning up the books” 2:132
conflicts of interest in 2: 132
dealing directly with investors 2:128
disclosure of, effect of 2:77
discount, purchases at 2: 129-131
discounts, size of in Rule 107a purchases 2: 131
discretionary order technique in 2: 132
disturbance of market, absence of 2: 130
fiduciary problem of 2:132
finders, specialists as  2: 131
floor traders’ assistance to swing 2: 131
institutions, for, on exchanges 2:843
listed securities in over-the-counter markets 2: 898, 899
‘“not held” order technique in 2: 132
not-held orders, conflicts of interest in 2: 148, 149
NYSE Rule 1072, operations under (table) 2:129-131, 390
over-the-counter wholesale market, restricted participation
in 2:588
selected 1961 dates (tables) 2:389, 390
self-insurance by specialists as group 2:170; 5:90
share profit (tables) 2:130, 131
size of blocks handled 2:132
size of purchase and profit per share 2: 130, 390
size of transactions handled 2: 128
special distribution plans not involving specialist 2: 132
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Block transactions—Continued
Specialists’ participation in—Continued
Special Study examination of techniques, under NYSE Rule
107a 2:130
Special Study summary 2:163; 5: 83
tape, purchases not appearing on 2: 130
techniques employed by 2:129-132
thinness of market, problems with 2: 128
time lag between accumulation and order 2: 129
Techniques in handling 2: 129, 130
discount purchases 2:129
purchases as principal, NYSE Rule 107a 2: 129
Thinness of market as problem in 2: 128
Vilas Committee report on 2: 132
Blue List
Municipal bonds quoted in 2: 610
Blue Sky Laws
Market allocation, as affecting between exchange and over-the-
counter 2:810
North American Securities Administrators’ efforts toward
uniformity 4:735
Regional exchanges, significance in  2: 916
Self-regulation in securities business, as factorin 1:81; 4:734
State control of selling practices through 1: 322
States lacking them 1: 81, 322
States which have adopted 4: 734
Variations among states 4:734
“Boiler rooms”’
“Boiler room floaters,”” some securities salesmen as 1: 154
See also Salesmen of securities: Qualifications of
Definition of 1:265
Enforcement techniques in dealing with identification and elimi-
nation 1:268
ineffectiveness of 1:268
“Going into the sheets’”” by subscriber for nonsubscriber 2: 607
NASD disciplinary actions and penalties 4: 666
NASD trading committee concern with 4: 623
Problem in SEC enforcement program, as 1: 266
Quotations sheets, use of 2: 605, 607
Salesmen invelved in
“boiler room floaters,”” some salesmen as 1: 154
hiring as “disciplinary cause” 1:124
turnover 1:98
SEC control over activities under statutes 1:376
Securities sold, types of 1: 265, 267
Selling methods of 1:265-268
confirmations for stock not ordered 1: 267
disclosure, absence of 1: 267
firms involved, examples of 1:266, 267
misrepresentation, types of 1:267
SEC official’s comment upon 1: 265
securities merchandised 1:265
three-step pattern of selling 1: 266
“wooden orders” 1:267
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“Boiler rooms”’—Continued
Stigmata of  1:305
Telephone approach to customer 1:251
Unregistered securities, sale of in violation of law  1: 267
Bonds
.+ Blue list quotation of municipal bonds 2: 610
Brokers’ blanket bond, extent of coverage of 1:87; 5:29
- Convertible
amount outstanding, March 1963 4:23
equity securities with potential of stocks, as 4:24
margin-collateral status, question of 4:23, 24
margin controls, freedom from 4:23, 24
margin controls over recommended 4: 24, 39
right to borrow from banks on 4: 24
security credit, use as 4:37; 5: 159
Corporate, Special Study consideration of 2:5
Idelity and surety {or broker-dealers and salesmen
blanket bonds for brokers 1:86-89, 102
cost of 1:89
Hederal bond, suggested 1:92
salesmen of securities, states requiring for 1:133
Uniform Securities Act requirement for brokers 1: 89
Institutional investments in 23 841
Securities
convertible bonds: see convertible bonds, above
markets trading in  2: 808
over-the-counter market trading in  1: 14; 2: 721
U.S. Savings Bonds over-the-counter 2: 721
Bonuses
NYSE Rule 350 applicability to 4: 558
“Book’7
Specialist’s: See Specialists  2: 555
Borrowing
Brokers, dealers, by Exchange Act regulation of 1:3
Odd-lot dealers on NYSE, by 2: 176
Securities, for customer, to effect sale 1: 391
Boston Stock Exchange
Commissions, reciprocal arrangements to modify 2: 306
Disciplinary actions and procedures 4: 601
appeals to membership 4: 601
types of violations, 1953-63 (table) 4: 743
Governing committee, composition, functions, powers 4: 600
Income and resources of 4: 600
Income of dual and sole members
various activities, distribution among 2: 1081
Odd-lot differential, attitude toward increase in  2: 183
Registration application 2: 920
Salesmen of member firms
qualifications of, controls exercised 1:129-131
SHEC extension of unlisted trading privileges to  2: 921
Segregation of customers’ securities and funds, rules 1: 404
Staff  4: 600
Stocks traded on  4: 599
Unregistered securities distributions through 1: 561
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Branch managers of broker-dealers
Compensation of 1: 135, 293
Functions and duties of
approval of new customer accounts 1:293
approval of salesmen’s transactions 1:293
business, increasing volume of 1:292
customer and public relations 1:292
daily review of transactions 1:292
ethical and business practices, monitoring 1:293
hiring and firing employees 1:292
meeting new customers 1:293
monitor salesmen’s correspondence 1:293
regional managers 1: 293
selling 1:293
supervisory 1:292-293
NYSE approval of 1: 140
standards for 1: 140, 141
NYSE description of duties of 1: 134
Qualifications of 1:134, 140, 141
See also Supervisors, qualifications of
Regional managers, duties of 1:293
Supervisory function and control 1: 134, 140, 141, 291293
Branch offices of broker-dealer firms
see also Branch managers of broker-dealers, above
Bache & Co. Seattle branch, conduct of 1:272-275
Depth of market, as affecting 2: 830
Employees per office, average of 1:292
Managers: See Managers of broker-dealers
Market makers dealing in listed securities over-the-counter
2: 887
NASD inspection program for 4: 651
NASD member firms, 1940-62 (table) 1:36
NASD members, location of 1: 16
NASD supervision of selling practices of 1:313, 314
NYSE member firms, 1940-62 (table) 1:36
registered representatives in  1: 36
NYSE staff visits to, to check selling practices 4: 529, 530
Proliferation of 1:15
Broker-dealers in securities
Activities of, types of (table) 1:30
Advisory personnel, Special Study letters regarding 1: 448, 449
Assets of customer in possession of 1:393-359
See Customers’ accounts, funds and securities, protection of
Associate broker’s functions: See New York Stock Exchange;
see also Odd-lots dealers on New York Stock Exchange
Associations of: See Associations of brokers or dealers.
Bankers as, foreign practice 2: 18
Bankruptcy law and  1:412-414
Blanket bonds, extent of protection afforded by 1:87;5:29
Block transactions
number of dealers per block in 1961 2: 1053
Borrowing by: See Borrowing
Branch managers: See Branch managers of broker-dealers
Branch offices: See Branch offices of broker-dealers
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Broker-dealers in securities—Continued
Capital: See Financial responsibility of broker-dealers.
Case studies of new firms 1:52
Character and competence, problems of 1: 50
Commissions received by institutions in 1961, from (tables)
2:1058-1061
nonmember payments to exchange member 2: 301
special rates, qualification for 2:299
Concentration of business 1:18
NYSE-affiliated firms 1:18
over-the-counter dealers 1: 18
sales forces employed 1:18, 19
table showing 1:35
Controls over, inadequacy of 1: 51
See also Qualifications of persons in the securities business
Corporate directors, as  1: 428-440
See Corporate directors, broker-dealers as
Credit controls over: See Security credit
Credit extension by
See Security credit
Criminal prosecution of for statute or rule violation 1:303
Customers’ accounts, conduct of
See Customers’ accounts, funds and securities, protection of
Employee compensation: See Compensation of persons in the
securities business
Ethical obligations of to the public
See Securities industry
Exchange Act definitions of 1:15
Exchange Act regulation of 1:3
Experience of: See also Experience and competence of securities
business personnel
blunders from inexperience 1: 51
principals 1: 51
SEC—registered firms, table of 1:163
Fair dealing, criteria of
disclosure of interest involving customer 1: 238
execution of orders for customers 1:238
market letters, fair presentation in 1: 238
prices, relation of to market price 1:238
recommendations, basis for 1:238
“‘shingle” theory 1:238
solvency and financial reliability 1: 238
suitability of securities 1:238
Financial responsibilities of:
See Financial responsibility of broker-dealers
Finders, as 1:495
Firms, growth in number and size 1:22
Merrill Lynch as example 1:22
Gross income of
classed by type of firms 1: 34
exchange membership, classed by 1:31
large firms, concentration in 1:17-19
listed issues, from sale of 1:18
Merrill Lynch 1:22
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Broker-dealers in securities—Continued
Gross income of—Continued
mutual fund dealers 1:17
over-the-counter generally 1:18
percent from various sources, table of 1:33
classed by exchange membershlp 1: 34
share attributable to various types of dealers 1:35
type of activity as factorin 1:17, 18
underwriting activities 1:18
High turnover of firms 1:17, 52
Income 1:16, 17
by exchange membership, March 31, 1962 (table) 1:31
commissions, from 2:299, 301, 10581061
exchange membershlp, fiscal March 1962, classed by (table)
1: 34
gross income: see Gross income of, above
listed issues, from 1:18
NYSE members, percentage of total income earned by
2:39
table 1:31
type of firm, classed by, March 31, 1962 (table) 1:34, 35
various sources, fiscal March 31, 1062 (table) 1:33
Indebtedness of apphcants for SEC reglstratlon
first report to SEC, on date of (table) 1:168
Insolvency of
Bankruptcy law, customers’ rights and priorities under
1:410-414
customers’ free credit balances in case of 1: 399-401
Inspection of, SEC and NYSE programs 1: 305
scope and limitations of 1: 305
surprise inspections 1: 305
Intermediaries in “‘third market,” as
See Listed securities in over-the-counter markets
Investment advice by 1:19, 143-146, 344-358
See Investment advice
Large firms doing a general business 1: 26
Larger firms, selling practices of
See Selhng practices
Legal and ethical obligations of to public
See Securities mdustry
Listed securities in over-the-counter markets, role in
See Listed securities in over-the-counter markets
Lioans by
amount of 4:2
nonpurpose: Special Study questionnaire regarding 1: 467
restrictions on  4: 4
Location
California branches 1: 16
New York predominance 1:16
London Stock Exchange members 2: 19
Market break of May 1962 as reducing profits 4: 837
Market makers, as
See Market makers; Underwriters
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Broker-dealers in securities—Continued
Mutual funds, dealers in  1:17, 18
See also Mutual funds
gross income from 1:18
reciprocal business in
See Mutual funds: Reciprocal busi ess in  portfolio
brokerage
specialists 1:26
NASD membership of 1:16
Net capital status 1: 68 table of
See also Financial responsibility of broker-dealers
Net worth of, formula for determining 1: 408
New issues, interviews with dealers regarding 1:490
Number of 1:186
Number of over-the-counter markets, in  2: 660; 5: 112
Special Study survey, covered in  1:17
0Odd-lot: See odd-lot dealers on the New York Stock Exchange
On-the-job training by, table of 1:171
Over-the-counter participation of 2:718, 719
See over-the-counter markets
Principals
experience, knowledge, integrity needs 1: 51
experience, registrants with SEC, January-March 1961
(table) 1: 163
growth of 1:22, 23
Qualifications of personnel 1:6, 26
See also Qualifications of persons in the securities business
principals 1:22, 23, 51, 163
Quotations, insertion of in quotation sheets
controls over 2: 600
See National Quotation Bureau, Inc.
Real estate securities, in
registration requn'ements 1: 585
Record-keeping of
See Record-keeping of broker-dealers
Registration of with SEC 1:4, 16
See Registration of broker-dealers with SEC
Regulation of Exchange Act provisions 1:3
Salesmen: See Salesmen of
securities, qualifications of
Salesmen, compensation of
See compensation
SEC inspection program 1: 305
Securities association membership by 1:4
CSPCUHUGS delivery of 1:416-428
See Dehvery of securities
Securities of customers, holding
See customers’ accounts funds and securities, protection of
Segregation of broker and dealer functions
original Exchange Act bill provisions 2: 48-50
Selling practices of : See Selling practices
“Shingle” theory applied to 2: 653
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Broker-dealers in securities—Continued
Sizes of organizations involved 1:15, 51
capital requirements, as factor in 1: 92
employees, number of 1:16
part-time salesmen, as factor in employment of 1:112
salesman training, as factor in  1: 104
single-office operations 1: 16
Table I-19 1:37
stock exchange-affiliated members 1:17
Small firms, significance of 1:26
Smaller firms, focus of Study on 1: 52
Special Study summary, conclusions and recommendations
1:152, 153, 159, 160; 5: 39, 40, 45, 46
capital commitments, tramning, ete. 1:152; 5:39
ease of entry, critique of 1:152; 5:39
obligations to investing public, lack of awareness of
1:152; 5:39
underwriting, potential harm from 1:153; 5:39
uniform minimum standards, need of 1:153; 5:40
Specialist as broker: See Specialists
Stock exchange membership of 1:16
Trading motives of 2:6
Training programs of
classroom, table of 1:172
nature and extent of 1:172
on-the-job, table of 1:171
selected firms, length of program, class hours (table)
1: 106
Types of business conducted 1:15
capital requirements, as factor in 1: 92, 93
gross income factor, as  1:17, 18
mutual fund dealers 1: 17
income as related to 1:17
Violation of statutes and SEC rules, sanctions for 1: 303, 304
See Selling practices: Supervision of
Brokers
Definition of 2:6
Bucket shops
NYBSE rule concerning 1:316
Bull market

Dangers of
Special Study to investigate 1:1
C
“Call” markets defined 2:8
“Calls”
~ Oral call system on foreign markets 2: 18
Capital

Market makers
listed securities transactions over-the-counter 2: 887
Quotation sheets, for listing in  2: 600, 601
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Capital—Continued
Specialists
use and distribution of, tables showing 2:373, 374
Underwriters
new issues of common stock 1:494
Capital as factor in the securities business
See Financial responsibility of broker-dealers
Capital gains
Mutual fund investor’s hope for 4: 285, 286, 288
Mutual fund reinvestment of, plans compared 4: 178
Cash-flow corporations
See Real estate securities
Character and integrity
Salesmen
See Salesmen of securities; see also NASD; NYSE.
Chartered financial analyst
Qualifying as  1: 149
Charts in Special Study, lists of 1:xxiii; 2:26, 27, 31, 32, 536, 802;
3:vi; 4:93, 498, 818, 819
Charts are indexed by subject in the Index proper
Chicago Board of Trade
Status of as exchange 1:11; 2:911
Chicago Stock Exchange
Midwest Stock Exchange, merger with  2: 927
Chicago, University of
Salesmen home study course in 1: 108
Churning
See Overtrading and churning
Cincinnati Stock Exchange
Comumission rates 2: 300
Commission-splitting with NASD members, not Exchange mem-
bers 4:224
Commissions, reciprocal arrangements to modify 2: 306
Disciplinary actions
types of violations, 1953-62 (table) 4:743
Staff 4:600
Citizenship requirements
Exchange membership 1:76, 80
NYSE membership 1:76
Clearing facilities
Over-the-counter markets, extension to fails to deliver, probable
effect upon 1:424, 428
Specialists’ arrangements 2: 70, 123
See Specialists
Without charge, to nonmember to avoid commissions 2: 308
Cleveland Stock Exchange
Midwest Stock Exchange, merger with 2: 927
Cole, Hoisington & Co. Report on floor traders
See Floor traders
College endowment fund security transactions
Institutional investments by, March 1961 2: 994
Large-block transactions by, 1961 2: 1042
Market break period selling on balance 4: 844
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College endowment fund security transactions—Continued
Stock transactions by market and type of stock, 1961 2: 1042,
1043
Stock transactions, March 1961, April 1962 by market and type
of stock (tables) 2:994, 1014
Commercial and Financial Chronicle
Dunn Engineering Corp. stock publicity 1:342
Commercial bribery
Corporate publicity as to securities, as aspect of 3: 96
Touting by corporate publicity as 3: 97
Commercial companies
New securities issues by, 1959-61 1:484
Commissions, commission rates and ratemaking
Generally 2:295-351
References, unless otherwise stated, are to NYSE commissions
and rates
AMEX and NYSE rates compared (table) 2:298
stocks at one dollar and above 2:299
Ancillary services covered by 2:301, 321, 348, 350
Anti-rebate rule 2:301-316, 347
block investor, as applied to 2: 312
clearance without charge as violating 2: 308
NYSE policing of own rule 2: 305
evasion: effect on regional exchanges 2:310-311
evasion: effect on security business 2:309-310, 347
evasion: efforts to control 2:310-313
prohibited arrangements 2:313
prohibiting furnishing office space 2: 314
prohibiting money advanced on unusual terms 2: 313
prohibiting special interest rates 2:313
prohibiting statistical and advisory services 2:314
records of prepayments 2: 314
evasion: reciprocal arrangements 2: 302-307, 347
evasion: reciprocal arrangements (tables) 2: 303-307
evasion: special services 2:307-310, 312-313, 347
evasion: split and give-up commissions 2: 316—321, 334,
335, 347, 350
“Prohibited Arrangements” under, scope of NYSE Rule
369 2:313
reciprocal business arrangements as violation of
2: 302-307, 347
scope of 2:312
special services renderced as violating 2: 308
“Arrangements’: see Special services arrangements below
Block tra,nsaculom question of special rates for
Z: 319*321 323, 346
see also Round lot dollar value as sole basis, below
anti-rebate rule applicability 2:312
competition for business 2: 321
exchange plans, through 2: 843, 844
graduated rate for, 1953 NYSE suggestlon 2: 324
special services and preferences for 2:312-316

36-071—64—rpt. 6—3
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Commissions, commission rates and ratemaking—Continued
Broker-dealers
nonmember payments to member 2Z: 301
special rates, qualification for 2: 289
Changes in rates: see Schedules: Increases, decreases, below
Clearance without charge to avoid 2: 303
Commission, definiticn of 2 295, 346
Conflicts of interest as botween menibers and nonmembers
Z: 309, 310
reciprocal give-up as involving =~ 2: 318
osts of doing business, as o!emeqt in rate making
firms, variations among 2: 337, 338
NYSE “Income and Expense Report” 2:331
NYSHE “Special Cost Study’”  2: 332
odd-lot transactions, analysis of 2: 326
reciprocal and speci‘ﬂ arrangements 2: 310
Special Cost Study in rate-making study 2: 335
Definition of commission  2: 295
Disclosure requirements concerning 1:253
See also Over-the-counter markets: Retail
Effects of “internal’” exchange schedules on the public
2: 327-3295
Kxchange Act rules 2:294
Exchanges other than NYbE rates on  2: 299-300
“Executlon and clearance commission” defined 2: 297
Floor brokerage defined 2: 297
Foreign securities markets, in  2: 18
Give-up or directed split 2: 316, 317
conflicts of interest involved in  2: 318
cost data, as complicating compilation of 2: 318
customer’s ability to direct a split 2: 317
mutual funds, as applied to  2: 317; 4: 98, 99
See also Mutual funds: R%lproca,l business in portfolio
brokerage
NYSE rules respecting  2: 316, 317
profit figures, as reduemg 2: 318
regional exchang es, effect on  2: 317, 347
Gross commission, definition of 2: 39
Impact on small investor 2:324
Income for commission charges, NYSE 4: 518
Institutional investors’ payment of
broker-dealers in 1961 Z: 1058-1061
concentration of, by type of institution 2: 1060
exchange membership status, clagsed by 2: 1059
institution, by type of 2: 1058
NYSK and over-the-counter market compared 2: 897
“third market’” and NYSH schedules compared 2Z: 897
type of institution, 1961, Tables 2: 1058-1061
Interest rates as factor in  2: 313
Level of, determination of 2:328-346
See Ratemaking
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Commissions, commission rates and ratemaking—Continued
Listed securities in over-the-counter markets
broker-dealer intermediaries’ charges 2: 883
example of NYSI scale 2: 897
institutional trading, NYSE scale compared 2: 897
market maker’s markup compared 2: 897
market maker’s payment to broker-dealer intermediary
2: 883, 884
members’ evasion of NYSK schedule 2:905
minimum transactions cost under NYSE scale 2: 897
Special Study summary as to  2: 907; 5: 140
London Stock Exchange members’ income from  2: 19
Maximum rates, question of 2: 323
Members’ rate schedule, structural aspects of 2: 327, 328
adoption and review, methods of 2Z: 327, 328
coverage and cost factors 2: 328
preference in over nonmermbers 2: 328
public’s interest in  2: 327
Minimum-maximum rates, question of establishing 2: 323
Mutual funds 2: 314-317, 320, 326, 347, 350
See also Mutual funds: Brokerage allocation; Mutual funds;
Reciprocal business; Mutual funds: Selling practices
give-up or directed split 2: 317
modifying commissions 2:314-318
sales as influenced by 4: 98, 99
salesmen’s commissions 4: 122-124
State regulation of 4:168, 169
NASD rate structure
over-the-counter executions cost, as factor in 2: 625
Nonmember professionals, payments by to members, and arrange-
nients to modify 2: 307-310, 347, 350
Nonmembers, payments by to members, and arrangements to
modify 2: 301
administrative difficulties involved 2: 309
arrangements to modify, consequences of 2: 309, 310
conflicts of interest arising from 2: 309
consequences of arrangements 2: 309-310
efforts to control 2: 310, 311
NYSE and AMEX rates compared, stocks at $1 and above
2:299
NYSE reports, concerning 2: 310, 311
preferential treatment to nonmember professionals, suggestod
2: 310, 311, 314-316, 345, 350
reciprocal business arrangements 2: 302-307
See Reciprecal business arrangements, delow
round lot trading  2:323
SEC study of, recommended 23 211
special services arrangemenis to modify 2: 307-309
NYSE charges to members, nonmembers (table) 2Z: 298
NYSE schedule 2: 265-298
arbitrage device to evade paying full commission 2Z: 900
Article XV of Constitution, provisions of 2: 285, 296
change of, procedure for 2: 296
computation of 2: 296, 297
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Commissions, commission rates and ratemaking—Continued
NYSE schedule—Continued
disciplinary actions involving 4: 540
example of scale applied to listed securities in over-the-
counter markets 2: 897
formality in establishing 2: 295
institutional trading on third market and exchange compared
2: 897
member rates 2: 297, 905
see NYSE schedules: Member rates, below
nonmember commission rates 2: 296, 346, 350
nonmembers, relaxation of rates in actual practice 2:297
objectives of 2: 295
public, structural aspects of: see public rate schedule, above
regional exchanges, influence on 2: 927
round-lot transactions, on 2: 296
scope of coverage for nonmembers 2: 296
table of nonmember and member rates 2: 298
NYSE schedules: Member rates 2: 297
agency transactions, as applicable to 2: 297
execution commission, definition and computation of 2: 297
factors involved in 2: 297
listed securities in over-the-counter markets, evasion as to
2: 905
lower than nonmember rates, as 2: 297
member’s own account, charge for 2: 297
Odd-lot commission rates 2: 174, 325-327
cost data, analysis of 2:326
differential charged to customer 2:325-327
nonmembers, charges to 2: 296
NYSE, on 2:174
operation of present schedule illustrated 2: 325
proportion between revenues and transactions 2: 325
$2 discount for odd-lots 2:325
Preferential arrangements, nonmember professionals (NYSE)
2: 310-316, 346, 350
Price of stocks as basis for differential 2: 324
Private wires to avoid commission rule 2: 308
Profit as factor in rate determination
range of profits and costs, by category of firms 2: 337, 338
“Prohibited Arrangements” under NYSE Rule 369 2: 313
Proposed NYSE rate changes 2:319-324
block transactions, 1953 nroposal 2: 319
increased rates, 1953 proposal 2: 319-321
minimum-maximum ranges, setting 2: 323
See also Schedules, below
Public rate schedule, structural aspects of 2:301-327
dollar value of round lot, as based on 2: 311-321, 323, 346
See round lot dollar volume as basis, below
nonmember professicnals, payment by 2: 301
Public utility ratemaking contrasted 2: 328, 329, 333, 350
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Commissions, commission rates and ratemaking—Continued
Ratemaking
Association of Stock Exchange Firms study 2: 330
block transactions: see Block transactions, above
changes, 1934, 1938, 1942, 1947, 1953, 1958 2:329-333
costs as element in: see costb, above
dollar value of round lot as basis 2: 311, 320, 323, 346
NYSE Income and Expense Report 2: 331
percentage scheduled 2:324
public utility ratemaking contrasted 2: 328, 329, 333, 350
reasonableness, question of 2: 300, 328, 333, 350
See “Reasonable rates,”’ below
Stevenson, Jordan & Harrison study 2:330
Ratemaking, SEC criteria for 2:333-3486
costs: Specml Cost Study of 2:335, 336
“fair return” as basis 2: 336, 337
firms, “efficient’’ firms, costs of 2: 338, 339
ﬁrms, prudence of e:menditures of 2:339
firms, size and composition of sample studied 2: 338
firms, wide variations in cost among 2: 337
“Income and Expense Reports” of NYSE, use of
2: 333, 334
multiplicity of firms 2: 337-340
need of improved procedure for review 2: 344, 345
profit and “fair return’”’ 2: 336, 337
reasonableness 2: 343, 344
services rendered, quality of 2:339
volume factor 2:340-342
Ratemaking: SEC role in 2: 342-346
changes in rates, consideration of proposed 2: 344, 345
data used by SEC in review of rates 2: 342
income, costs, profit 2: 333, 337, 340
ordenng alteration of changes in exchange rules 2:344
procedural aspects 2:344-346
reasonableness, determination of standard of 2: 343
request to e‘ichange for changes 2:344
review procedure, need of improvement in 2: 347
Reasonableness of rates: Criteria and SEC role in determining
comparison of firms and figures 2: 337, 338
costs: sampling, efficiency, prudence, volume 2: 337-342
difficulties in de termmmg 2:337-342, 348
income 2: 333, 334
multiplicity of firms as pxoblem 2:337-340, 348, 349
profit and fair return 2: 333, 335-337
public utility rates differentiated 2: 328, 329, 333, 350
quality of services rendered as consideration 2: 339 340
rate structure 2: 326, 328, 333-342, 350
SEC power to determine and review 2: 342— 346, 349
statutory standard 2: 343
Rebates: see Anti-rebate rule, above
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Commissions, commission rates and ratemaking—Continued
Reciprocal business arrangements between members and non-
members 2: 302-307, 347
allocated trades 2:304-305
anti-rebate rule violation involved 2:302-307, 347
see Anti-rebate rule, above
complexity of the problem 2: 305
dual membership rules and 2:305
cenerated business from 2: 304-307
mutual funds, special problems in 4: 213-235
proportion of exchange income from (table) 2: 304
rogional exchanges, effect on (tables)
2: 303, 304, 310, 311, 347, 350, 927
sole regional exchange members having (table) 2: 303
types described 2: 302, 303
Reciprocal give-up 2:316-321, 334-347
See Give-up or directed split, above
Regional exchanges
dual membership, where involved 2: 805-307
give-up or directed split on 2: 317
income from commissions, dual and sole members
2: 304, 930, 1080
NYSE rates, the same as 22 839
proportion of income through reciprocal arrangements
2: 304
reciprocal arrangements by members 2: 303
special arrangements, effect of 2: 310
Regulation, statutory and business background of 2: 300, 301
coverage of regulation, scops of 2: 301
public utility rate regulation contrasted 2: 301
SKEC power, exercise of 2: 300, 301
statutory standard of ‘“reasonableness” 2: 300
Round-lot dollar volume as sole basis 2: 311-321
block investor, special services and preferences to 2: 312
diversion of NYSE stock trading to over-the-counter mar-
ket 2:318
special services and preferences to modify 2:312-316
straight round-lot schedule, suggested 2: 324
volume buyer, question of favoring 2: 311
Round-lot transactions
changes for 2: 332
nonmembers, with 2: 296
Round-lot value, rates related to  2: 323-325, 346
dollar value per round lot, as basis  2: 323
graduated rate for volume transactions, 1953 study of 2:324
NYSE nonmember commission per round lot (table) 2:323
percentage schedule, suggested 2: 324
price of stock as basis for differential 2:324
Salesmen’s compensation as dominant factor in 12 253-255
See Compensation: Salesmen
Schedules: AMEX  2:299-300, 350
Schedules: AMEX, Associate members 2: 299, 350
Schedules: AMEX, Discounts available 2:299-300, 350
Schedules: AMEX, Members 2:299, 350
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Commissions, commission rates and ratemaking—Continued
Schedules: Changes
SEC rules and review 2: 344-348, 351
Schedules: Decrease, 1958 on lower rangs  2: 332
Schedules: Increase, 1942 to 1958  2: 330-332
Schedules: Increase in nonmember rates, 1934-38 2: 329-330
Schedules: NYSE, generally 2:295-296, 346
Schedules: NYSE and AMEX (Pomparatwe table) 2:299
Schedules: NYSE, Clearance commission 2 297, 327
Schedules: NYSE, Execution cominission 2: 297 327
Schedules: NYSE, Members 2:297, 346, 350
Schedules: NYSH, Nonmembers 2: 296, 346, 350
Schedules: NYSE revised 2:319-320
Schedules: NYSE (tables) 2:295-298
SEC authority and limits 2: 300-301
SEC statutory power to regulate 2:342-346, 349
Services covered by commission rate 2: 321-323
ancillary services 23 321
block investors, competition for business of 2: 321
payment for unwanted services 2: 321
Short sales, absence of fees for executing 2: 248
Special services arrangements with nonmember professionals
2: 307-310, 347, 350
anti-rebate rule, as violating 2: 308, 312
block investor, applicability to 2: 312
clearance without charge 2: 308
consequences of 2: 318
cost of ancillary services, suggested study of 2: 322, 323
free clearance of non exch(moe transactions 2: 308-309
give-up or directed split: see Give-up or directed split, above
interest rates, giving “‘special and unusual” 2: 313
investment advice 2: 314-316
money advanced on unusual terms 2: 313
mutual funds, statistical and advisory service to 2: 314-316
office space or services, assumption of 2:314
private wires between member and nonmember 2: 308
promotional services 2: 316
regional exchanges, effect on 2: 310
special charges for, problem of 2: 321, 322
statistical and advisory services 2: 314-316
types described 2: 308
Special Study
scope and methods of  Z: 294, 295
Special Study conclusions and recommendations 2: 349-351;
5: 105-107
added study by SEC of customers’ status and use of services
2: 349, 350; 5: 105, 106
associate members hm, advantages and disadvantages of,
to be Stufizecs 2:350; 5: 106
“fair return’ concept, study of 2:351; 5: 107
“Income and Expense B,mxn“’ of NYSE, required filing of
:3561; 5: 107
odd-lot dlﬁerenua} customers’ confirmation to show 2: 351;
5: 107
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Commissions, commission rates and ratemaking—Continued
Special Study conclusions and recommendations—Continued
reasonableness, objective standards by SEC 2:350, 351;
5: 107
review by SEC of rates and proposed rates 2:351; 5: 107
separate schedules for basic brokerage and for ancillary
services 2:350; 5: 106, 107
unit costs, SEC establishment of 2:351; 5: 107
volume discount, SEC broad study of 2:350; 5: 106
Special Study summary 2: 346-349; 5: 102-105
block or volume discount, absence of 2: 347, 5: 103
block or volume discount, NYSKE consideration of 2: 348;
5: 104
conflict of interest questions 2:347; 5: 104
cost data, need for, on continuous basis 2: 349, 5: 105
give-ups and split commissions 2: 347; 5: 103
level of rates, problems in review of 2: 348; 5: 104
multiplicity of firms, effect of, on rates 2:348; 5: 104
NYSE nonmember rate schedule as followed by other
exchanges 2:346; 5: 103
nonmember schedule of NYSE, bases of 2: 346, 347; 5: 103
public articulation by SEC of rate-making data 2:349;
5:105
public interest, SEC role to protect 2:349;5: 105
ratemaking, SEC criteria and role as to 2:348, 349;
5: 104, 105
reciprocal arrangements to modify nonmember rates 2: 347;
5:103
restudy, need of 2:910; 5: 142
review of rates by SEC, need of strengthening 2:349;
5: 105
round lot bases of NYSE’s nonmember schedule
2:346;5:103
SEC statutory power to review and fix rates 2:346; 5: 102
services by brokers for nonmembers 2: 347, 348; 5: 104
special services for block customers 2:347; 5: 103
tempering rigidity of NYSE nonmember rates 2:347;5:103
Splitting by members with nonmembers
customer’s ability to direct a split 2: 317
give-up or directed split: see Give-up or directed split, above
NYSE 1958 report 2: 311
Standards for, statutory and SEC 2: 300, 301
see I;Ratemaking, SEC criteria for: Reasonableness of rates,
above
Statutory provisions concerning 2: 294
Trader in over-the-counter wholesale market 2: 556
Transaction earning, definition of 2: 295
Volume discount, absence and results 2: 350, 904
SEC study of recommended 4: 234
Volume preference 2: 311, 312, 319-321, 350
See also Block transactions, above
Common trust funds
See Trust funds
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Compensation of persons in the securities business
Average annual earnings of employees 1:20
Block transactions
exchange special plans 2: 843, 844
Branch managers 1:135, 293
Broker-dealers
institutional investors, commissions from in 1961
2:1058~-1061
mutual funds, percent of gross income from (table) 4: 256
Financial public relations industry {ees and nature of compensa-
tion received 3: 68, 69
Finders 1:498
Investment advisers or counselors 1:370
Mutual fund salesmen
See Mutual funds: Selling practices
NYSE member firms 2: 39
See New York Stock Exchange
NYSE registered representatives and members
commission income 1961 (table) 4:742
Odd-lots dealers 2: 172, 174
Over-the-counter retail salesmen 2: 615
Over-the-counter wholesale market traders 2:660; 5: 112
Real estate syndicators 1: 578, 579
Regional exchange members’ income sources of (charts)
2: 962, 963
See Regional exchanges
Salesmen
commission compensation, dominance of 1:253-255
adjusted salary basis 1:254
broker-dealer scales 1:258
broker-dealers with no exchange affiliations 1: 258
“churning” problem in 1: 254
“commission motive,” abuse in 1:254
disclosure, degree of required 1:253
exchange membership of employing firms as factor
1:256-258
geographical location as factor in 1: 257
merchandising efforts, effects on 1: 260, 261
minimum rate schedules of exchanges 1:256
NYSE restrictions on 1: 254, 255
SEC 1943 survey of NYSE practices 1: 255
smaller firms as paying higher commissions 1: 257
splitting commissions, exchanges’ rules as to 12 256
straight commissions 1: 254
suitability of security, as factor in 1:261
volume of business as rate factor 1:257
distributions 1: 259, 260
extra compensation respecting 1: 259, 260
nature of securities sold 1:259
secondary distributions, higher commissions for 1: 260
underwriters’ discount as factor 1:260
exchange memberships of employing firms as factor
1:256-258
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Compensation of persons in the securities business—Continued
Salesmen—Continued
mutual funds 4:113, 121-124
See Mutual funds: Selling practices
nature of transaction as factor in 1:259-261
over-the-counter transactions 1:256
advantages to salesmen in 1:257
emphasizing over-the-counter securities 1: 261
exchange transactions compared 1:256
public customers, sales to 1:259
salary basis, adjusted 1:254
secondary distributions, in  1: 564
speculative issues, extra compensation for pushing 1: 262
trainees 1:98
Special Study recommendations as to 1: 329, 330; 5: 55, 56
Specialists 2: 68-72, 371~-373
Supervisors 1:135
Trader in over-the-counter wholesale market 2: 556, 557
Underwriters
See Mutual funds: Selling practices; Underwriters
Competition among securities markets
See Trading markets; see also Over-the-counter markets; Regional
exchanges
Completion insurance
Mutual funds, in 4: 175, 176
See Mutual funds
Comptroller of the Currency
Protection of investor through bank regulation 3: 36, 39
Computers
See Electronic data processing
Conclusions and recommendations of the Special Study
See Special Study: Conclusions and recommendations; see also
specific topics
Conflicts of interests
Attorneys as securities salesmen 1: 588
Commission a;rangements between members and nonmembers
: 309
Commissions
nonmember payment to exchange member 2: 309
reciprocal give-up as involving 2: 318
Corporate director-broker-dealer’s 1:432-437
See Corporate directors, broker-dealers as
Corporate publicity where stock option fee 3: 68, 69
Exchange members trading as principals
summary respecting 2: 56
Financial public relations counsel
stock options as part of fee 3: 68, 69
Floor traders’” 2: 208
Investment advice
summary and critique of 1:385
Investment advisers 1:371-374
See Investment advisers and counselors registered
Mutual fund insider trading 4: 237-239
See Mutual funds: Insider transactions in portfolio securities
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Conflicts of interests—Continued
NYSE members trading as principals 2: 48
NYSE Rules 75 and 91 regulating 2: 142
Over-the-counter broker-dealers
wholesale trader, with customers 2: 567
Round-lot offsets by odd-lot dealers 2: 190
Specialists: See Conflict of interests: Specialists
Split commissions as creating 2: 316-318, 319, 347
“Stopping” stock
floor traders, NYSE Rule 109 prohibiting 2: 233
Underwriter’s sale of compensation stock to customers 1: 547
Underwriting firms’ use of inside information when on direc-
torate 1:433
Conflicts of interests: Specialists 2: 142-160
Agent, acting as  2: 142
Block transactions 2: 132, 147, 150
Broker-dealer functions 2: 64
Corporate officials, preferences in contacts with
corporate information denied general public 2: 157
directors, specialists as  2: 157
inside information, NYSE rules as to 2: 157-160 )
liaison, NYSE encouragement of public relations functions
2:158
market problems discussion 2: 158
unrealism of NYSE program 2: 159
Customers’ orders, between 2:73
High participation, arising from 2:92
Inherent conflict 2:142-146
agent 2:142
broker 2:143
competition with own customers 2: 143
customer conflicts
crossing to remedy 2: 145
priorities in buy or sell 2:145
market maker capacity 2:144
NYSE Rules 75, and 91 regulating 2: 142
NYSE surveillance of cases involving 4: 542
“not-held” orders 2:146-149
block orders 2: 148
brokerage and judgment orders distinguished 2: 149
Commission’s position 2: 147
confusion as to meaning of 2: 147
dealer function, affecting 2: 147
definition of term 2: 146
discretion and liability 2: 146
duty to withhold 2: 147
Exchange Act Section 11 effect 2: 147
NYSE views 2:148
procedure 2: 146
participation, arising from 2: 92
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Conflicts of interests: Specialists—Continued

Public customers 2: 154-157

abuses, possibilities of 2: 156

clearing agent, accounts through 2: 154
corporate insiders 2: 155

disciplinary actions resulting 2: 156
exchanges’ positions 2: 156, 157

friends, business acquaintances 2: 154, 155
harm possible 2: 156, 157

institutional customers 2: 156
market-making factor 2: 156

mutual funds 2: 154

partners in firms serving public 2: 154
reasons for using specialist 2: 155, 156
significance of customers’ business 2: 156
unfair preferences, question of 2: 154, 156

Public customers’ accounts
servicing, Special Study recommendation 2:170; 5: 90
Special Study summary
broker-dealer dual function, arguments favoring

2: 165, 166; 5: 85, 86

competition with own customers 2:166; 5: 86
dual broker-dealer, function, retention of 2:165, 166;

5: 85, 86

dual broker-dealer role, arguments for and against

2: 165, 166; 5: 85, 86
inside information, use of 2:166; 5: 86

’

“stopping stock” and fiduciary relationship 2:166; 5: 86

Stopping stock  2: 150-154

associate broker, for 2: 189, 190

commission as affecting acceptance of order 2: 152

example of 2: 150

fairness of to customer 2: 151
fiduciary aspects 2: 152
motivation of acceptance 2: 151
NYSE rule 2:150

omission of from tape 2: 152, 153
prices received 2: 150, 151

risk, specialist’s assumption 2: 150

Surveillance of, need for

absence of routine procedures 2: 160
“crossing” rule 2: 160

direct competition problems 2: 160
ignoring not-held order of 1852 2: 160
inadequacy of NYSE program 2: 160
inadequate information, problem of 2: 160
recent developments 2: 161
specialist-customer competition 2: 161
specialist-dealer, lack of emphasis 2: 160
stopping stock 2: 161

surveillance program’s dealing with 4: 552

Surveillance techniques
Special Study recommendations 2: 170, 171; 5: 89, 91
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Congressional hearings, use of in Special Study 1:6

Citations to: See Tables preceding this Index
Contango 2:20
Contempt

Criminal, for selling practices violations 1:307
Continuity

Over-the-counter and exchange markets compared 2: 833
Control Data Corp.

Over-the-counter quotations, customer complaini about 2: 645
Conway Committee report and recommendations 4: 507
Corporate bonds

Special Study consideration of 2:5
Corporate directors, broker-dealers as 1: 428-440

Conflicts of interest, potential 1:432-437

anti-fraud law violation 1:432
confidential, inside information, treatment of 1:434-437
disclosure of material facts, avoidance by 1:432
duty to corporation as coming first 1:435
Exchange Act Section 16 impact 1:435
insider trading 1:432
insulating trading departments from inside information
1:434
making inter-dealer market 1:434
recommendations to customers 1:433
reporting use of confidential information 1:435
salesmen using directorate as sales point 1:435, 437
SEC directive as to disclosure 1:435
Special Study summaries as to 1:438-440; 5: 63-66
trading and retailing activities, Special Study summary
1:439
trading as principal where on board 1:434
underwriting firms, use of inside information by 1:433
unfavorable information, duty to disseminate 1:435
withdrawing from market if inside information received
1:434
Exchange Act Section 16(b), problem of 3: 42-55
choice between directorate and market making 3: 54
Investment Company Act Section 30(f), impact of
3:51-54
issuers with interlocking director-market makers 3: 46
market-making generally, on 3:47-49
market ‘“‘sponsorship,” potential impact on 3: 49
Firms avoiding directorships 1: 432
Inside information derived from directorship, use of 1:433-437
adverse information, duty to disseminate 1:435-437
business prerogative, treatment as 1:434
customers, duty to 1:435-437
recommendations to buy, policy resulting as to 1:436
responsibility to corporation as coming first 1:435
salesmen, transmission of to salesmen 1:434, 437
Special Study summary as to 1:438; 5: 64
trading as principals 1:434
underwriters 1:433, 434
withdrawing from market to avoid conflict 1:434
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Corporate directors, broker-dealers as—Continued
Interlocking director-market maker relationship problem 3:43
asset size of issues 3:46
concentration of ownership 3:47
extent of such relationship 3: 46
issuers where relationship exists, characteristics of 3: 46, 47
See Issuers of publicly held securities, obligations of
shareholders in issuing company 3: 47
trading activity in stocks 3:47
Investment Company Act Section 30(f), impact of 3:49-54
board membership, discontinuing while trading 3: 53
board membership, effect of 3: 52
number of SBIC issues registered 3: 52
reactions of broker-dealer directors to Section 30(f) 3: 52-54
Market making, as factor in  3: 42-51
See Market making
Market sponsgrship, potential impact of Section 16(b) on
+49-51
Partnership profits where member is a director
insider-trading profits 3: 58
Prevalence of broker-dealer directorships 1: 428, 429
Reasons and motivations for 1:429-432
benefit to broker-dealer 1:431
financial advice, providing 1:430
policy direction 1:431
protection of stockholders of new company 1:429
watchdog function 1:429
Special Study conclusions and recommendations 1:440;5: 66
Special Study summary 1:437-440; 5: 63-66
advantages to broker-dealer firm 1:438; 5: 63, 64
business judgment and experience, advantages of 1:438;
5: 63, 64
conflicts of interest, potentialities of 1:438-440; 5: 64-66
inside information, treatment of 1:438; 5: 64
merits of broker-dealer representation, question of 1:437;
5:63
regulatory and self-regulatory aspects 1:439; 5: 64
Specialist as director
possible conflict of interest in  2: 157
Sponsorship, potential impact of Exchange Act Section 16(b) on
3:49
Trading and retailing activities of broker-dealers, effect on
Special Study summary 1:439; 5: 65
Corporate officials
Specialists’ contact with, conflicts of interest in  2: 157-160
See Conflicts of interest: Specialists
Corporate publicity
Generally 3: 65-102
Accuracy and reliability of 3:86
accurate to downright fabrication, range through 3: 88
emphasis on good things 3: 87
Exchange Act effect 3:90
refusal to accept responsibility for 3: 87
Special Study summary 3:100, 101; 5:154, 155
varying degrees of 3: 88
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Corporate publicity—Continued
Aims of: Special Study summary 3:100; 5:154
Allocation of shares of new issues to publicists 1: 538
Before offering, Securities Act restrictions on  3: 93
Business and selling purposes, use for 3:77, 78
Commercial bribery aspect of 3:97
Companies studied by the Special Study staff 3: 66
Content of 3:86-93
accuracy 3: 86-93 . )
product development, publicity concerning 3: 91
projections of sales and earnings 3: 90
withholding of news 3: 92
Controls over corporate publicity 3: 93-99
before offering, Securities Act restrictions 3: 93
criminal liability under Exchange Act 3:101, 102
disclosure rules of stock exchanges 3:98, 99
Federal law concern in  3: 93
NASD rules 3:99
pools, manipulation by 3:94

private rights of action, Exchange Act Section 10(b)

prospectus requirements 3: 93

Public Relations Society of America rules 3:99
reporting requirements of Exchange Act 3: 97
sanctions under Securities Act 3: 94

Special Study summary 3: 101, 102; 5: 153-156
State anti-fraud laws 3: 96

touting for undisclosed consideration 3: 97

Customers, Special Study letter to concerning 3: 120-122
Damages, broker-dealer’s responsibility because of publicity

1: 303
Disclosure, as important supplement to  3: 65
stock exchange rules 3:98, 99
withholding of pertinent news, summary as to
3:101;5:155

Effectiveness, Special Study summary 3:100; 5: 154, 155

Exchange Act controls over, scope and limits of 3: 95
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3:96

civi] liability under, Special Study summary and recom-

mendations 3: 101, 102; 5: 153-156
private rights of action, Section 10(b) 3:96
reporting requirements as restraint 3: 97

Financial and product public relations distinguished 3: 77

Financial public relations industry 3: 67-70
age of 3:67
background of personnel engaged in 3: 67
commercial bribery aspect 3: 96

conflicts of interest where stock option fee 3:68, 69

corporation employees specializing in  3: 67
fees charged and nature of payment of 3: 68
news releases, placing for clients 3: 68

personal associations and contacts, importance of 3: 68

“placing’ articles in financial pages 3:68
size of firms engaged in  3: 67
stock options, payment of fees in 3: 68, 69

Time Magazine, experience with financial writer for 3: 69
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Corporate publicity—Continued )
Financial public relations industry—Continued
trading in clients’ securities 3: 69
underwriters recommending, arrangements for 3: 70
variety of services offered 3: 69, 70 '
Financial public relations, letter to issuers concerning 3:117-119
Firms engaged in, number of 3: 65
Fraud in, Securities Act restrictions on 3: 94
Impact of, Special Study summary 3:100; 5: 154
Insider-trading by publicity counsel in client’s stock 3: 71
Manipulation in, Securities Act restrictions against 3: 94
Market letters: See Market Letters
Market price of securities, as affecting 3: 65
Methods of operation summarized 38:78-86
analysts, contacts with groups of 3: 83-86
entertainment 3: 82, 85 )
financial press, fostering relations with  3:79
General Development Corp. promotion as example 3: 78-86
mmvestment community, fostering relations with 3: 78
junkets 3:85 86
personal contacts of various kinds 3: 81
placement of articles in financial press 3: 83
public relations releases, placing 3: 82
relations with financial press 3:79
relations with investment community 3:78
relations with stockholders 38:79
security analysts, fostering relations with 3: 80
stockholders, fostering relations with 3:79
telephoning 3: 82, 83
writing material for customers of brokerage firms 3:78
Misrepresentation in, sanctions against  3: 96
Motivation of publicity 3:70-78
business purposes 3: 77
depressing market by short sales 3:72
dissemination of facts concerning clients 3:70
insider stock trading 3:71
price increase of client’s stock 3:70
sale of client’s stock 3:71
touting 3:72-77
varieties of 3:78
Negative effects when overenthusiastic 3: 76
News releases, placing by public relations counsel 3: 68
Press, use of articles in
Joseph Purtell’s Time Magazine articles 3:72-76
New York Times financial column 3:72
news releases 3: 68
“placing’’ articles about clients 3: 68
prices, effect on 3:70-77
Reader’s Digest, 3:77
Time Magazine articles 3: 69, 73-75
Prices of securities as affected by publicity 8: 70-79
advantages promised to clients 3:71
aim of publicity, emphasis on 3: 70
depressing in order to cover short position 3272



REPORT OF SPECIAL STUDY OF SECURITIES MARKETS 43

Corporate publicity—Continued
Prices of securities as affected by publicity—Continued
fluctuation caused by publicity 3:73
market trend, accentuating but not reversing 3:77
motivation of publicity 3:70-78 o
negative effect of overenthusiastic publicity 3: 76
speculative fever as factor 3277
Private rights of action where damage alleged 3: 96
Product and financial public relations distinguished 3: 77
Product development, statements concerning 3: 91
Promoter, financial public relations man as 3: 87
Questionnaires employed in the study of 3: 66
Reporting requirements as restraint on 3: 97
Sale of client’s stock as motive 3:71
Securities Act controls over 3: 93-95
anti-fraud provisions 3: 95
immediately before offering 3: 93
manipulation and fraud 3: 94
prospectus requirements 3: 93
sanctions under 3: 94
touting for undisclosed consideration 3: 97
Selling device, as
illegal use of 3:65
Specialized industry, growth of 3: 65
Special Study conclusions and recommendations
3:102; 5: 156
Special Study summary 3: 99-103; 5: 153-156
aims of corporate publicity 3:100; 5: 154
controls and sanctions 38: 101, 102; 5: 155, 156
disclosure requirements, as supplement to 3: 100; 5: 154
financial press as factor in  3: 101; 5: 155
impact of corporate publicity &: 100; 5: 154
importance of planned publicity 3: 99; 5: 153
intentional and reckless dissemination, criminal and civil
liability statutes to cover 3:102; 5: 156
listing as carrying corresponding responsibility
3:102; 5: 156
manipulation, publicity’s role in  &: 100; 5: 154
misleading and inaccurate information, dissemination of
3:100; 5: 154
registration statements, amended SEC rules as to disclosure
in 3:102: 5: 156
self-regulatory bodies’ statements of policy and standards
3:102; 5: 156
stock options as payment for financial publicity 3: 102;
5: 156
State anti-fraud laws provisions 3: 97
Touting
undisclosed consideration, Securities Act violation 3: 97
Underwriter as: See Short-swing profits; Underwriters
Unintentional misrepresentation, action for damage from 3: 96
Withholding of news deliberately 3: 93

36-071—64—pt. 6——1t



44 REPORT OF SPECIAL STUDY OF SECURITIES MARKETS

Corporate securities
Companies seeking public money
Table 1:483, 597
Distributions to the public: See Distributions to the publie:
Primary and secondary distributions
Dollar volume: See Securities; Volume
New issues: See New issues
Over~the-counter: See Over-the-counter securities
Postwar years’ trends 1:482-484
Registered issues, percentage of 13483
Regulation A issues, percentage of cash financing by, 1945-61
1:483
Unregistered securities: See Unregistered securities, distribution
of
Corporate securities, distribution of
Volume of sales 1:482
Costs
Ancillary services to nonmember customers 2: 321, 322
Arbitration proceedings before NYSE 4: 560
Commissions: See Commissions, commission rates and rate-
making
“Going public”
See New issues of corporate securities, distributions of
Mutual fund share sales, burden of 4: 96, 97
NYSE costs study 2: 328-340
Odd-lot transactions 2: 326
“Special Cost Study’” by NYSE 2: 332
Spread as factor in executions cost 2: 627, 628
Statistical and advisory services as reflected in commissions
2: 315, 316
Counsel
See Attorneys
Credit unions
Unregulated lenders on securities, as 4:25
Criminal law
Corporate publicity, Exchange Act Section 32(a) 3: 101
recommended new leglslaulon 3:102; 5: 156
Criminal prosecution
Selling practices, for improper 1: 307
by whom brough’o, and number of cases 1:307
Customers
See also Investors in listed and unlisted securities, protection of;
Issuers of publicly held securities, obligations of
Public customers, specialists and: See Conflicts of interests: Spe-
cialists; Spemahsbq
Customers’ accounts, funds and securities, protection of 1: 387-416
Accounts, conduct of
confirmation of status, sample form of 1:442
notice to customer as to status of accounts 1:391-393
purpose of study of 1:387
Special Study purpose and method 1:387, 388
types of accounts 1:388-390
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Customers’ accounts, funds and securities, protection of—Continued
Accounts, notice to customer as to status of 1:391-393
broker-dealer’s report to customer on 1: 391
confirmations, information cn  1:391, 392
disparity of broker-dealer practice 1:392
margin accounts, broker-dealer practice as to 1: 393
Questionnaire FR~1 as to 1:455
table showing broker-dealer practice 1:391
Assets of customer in possession of broker-dealer 1:393-399
balances covering transactions in process 1: 397
bankruptcy of broker-dealer, effect of 1:406
consent of customer before using, suggested requirement
1:402
customers’ fully paid securities 1:397, 398
free credit balance, definition of and how created 1:393
free credit balances, amount of 1:394
lending to other broker-dealers 1:395
margin account cash equities 13397
sale, remission of proceeds of to customer 1:396
short sale transactions 1: 397
summary of Special Study treatment of 1:414; 5:60, 61
terminology involved, definitions of 1: 446
Balances covering transactions in progress 1: 397
Bankruptey Act provisions 1:410-414
See Bankruptey Law
Bankruptey law, rights and priorities under 1:410-412
Broker-dealers’ agreements with customers 1:390
cash accounts 1:390
margin accounts, rights to customer’s assets on 1: 390, 391
margin agreements 1:390, 391
rehypothecation of securities under 1:390
written agreements, scarcity of 1:3%0
Cash accounts
agreements with broker-dealers respecting 1: 390
definitions of kinds of 1: 452
sample form of customers’ agreement 1:441
Confirmation of transaction, sample form 1: 442
“Customer” defined, under Bankruptcy Act 1:412-414
amended definition of, recommended 1:416
Dividends, remission of to customer by broker-dealer
1: 396, 397
Existing rules, regulations, and practice 1:399-410
free credit balances, relating to 1: 399
see I'ree credit balances, below
hypothecation and lending of securities 1:404-407
net capital ratio rule 1:407-410
See Financial responsibility of broker-dealers
segregation of securities, relating to 1:402-404
Free credit balances: rules relating to  1: 393-402
bankruptcy law, treatment under 1:413
definition, creation and amount of 1:393, 394
desirability of customer protection 1:401
general operating needs of business, use in  1: 399
insolvency of broker-dealers, loss because of 1: 399401
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Customers’ accounts, funds and securities, protection of-—Continued
Free credit balances: rules relating to—Continued
interest payinent on, varying practices as to 1:395-397
margin loans, use for 1:395
periodic statements of, suggested requirement of 1: 402
Questionnaire ¥R-1 as to  1:456
reserves, suggested maintenance requirement 1:401
rules relaling to  1: 399402
segregation requirement, pros and cons of 1:399-402
size of broker-dealer firm as factor in 1: 394
state legislation 1:400
summary ot Special Study treatment of 1:414; 5: 60, 61
type of business as affecting amount of 1:394
use of for firm’s benefit 1:395
Fully paid securities of customer in possession of broker-dealer
1: 397, 398
amount thus held 1:397
convenience for customer, holding as 1: 398
holding as benefiting customer and broker-dealer 1:398
holding for safekeeping, questionnaire as to 1: 460
over-the-counter dealers, holding by 1:398
safekeeping, brokers’ holding for 1: 398
Holding and control, terminology involving 1: 446
Hypothecation and lending of securities: rules relating to
1:404-407
bankruptey of broker-dealer, effect of 1:406
basic Federal rules 1:404
conclusions and recommendations of Special Study
1: 404, 415; 5: 61, 62
customer’s loan consent, form for 1:445
exchanges’ rules 1:404-406; 4: 534, 535
identification, tests of 1:413
incompleteness of protection afforded by 1:405
NYSE rules 1:405, 406
segregation rules, applicability of 1:402
Special Study questionnaire text 1:468
state legislation 1: 405, 406
summary of Special Study treatment of 1:415; 5: 61
written consent of customer 1:404-406
Identification of customers’ securities, rules relating to
13403, 404
specific identification systems 1:403
Insolvency of broker-dealer, customers’ rights in 12 412414
Lending of customers’ securities: see Hypothecation and lending
of securities, above
Loan of customer’s securities, form of consent for 1: 445
Long-term invesiment accounts and tax-planning: See Specialists
Margin accounts, holding of customers’ securities in  1: 398, 399
amount so held and justification for 1:399
collateral, use ag  1: 368
margin securities defined 1: 446
segregation of such securities 1: 398
Special Study questionnaire concerning 1:463
standard form of margin agreement 1:444



