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Dear Mr. Goldberg:

Washington,

1 appreciate vour June 23 reply to my June 1 letter to
Cheirman Shad, but 1 am also very disappointed 1n yeur
position.

1 believe we have reasconable evidence that a leroge part
of the general public which i1nvests in money marketr mutuzl
funds does s¢0 under the mistaken impression that thece shares
are insured by the Federal Deposit Insurance Corporaticn.
For that reason somgthing more than merve vegret ts Called for.
Indeed, I submit that you and your agency have a fundanental
responsibility to educate the public on the question. I :
[reely acknowledge that your agency and the money market mutual
funds may not have centributed to the ignerance of thig iavestcrs
in a positive wavy, but, at the sume time, no one is doing
an¥thing to correct the hias of the public.

I fe€l) reasonably surc that no money market mutual fund
will cver draft its advertising in a way which will contribute
to the public's mistaken beltef on thnis question.  However,

the public can also be misled when somcone fails teo act --
fails ro ¢orrect an inaceurate publie lmpression.  That is the
case here and, in my judgment, the S5EC, as a rvesponsible federal
azency, 15 ¢hliged to take steps to Ccorrect the misimpression
of those who invest in .these funds. This can be accomplished
by a mere reguirement that money market mutual {funds show in
thelr advertising that money invested in thelr shares iz not
protected by any povernmental insurance program. If vou fail
to do this, money market mutual funds may continue to ecxploit
the untfair advantage that flows from the misunderstanding of a
latge segment of those in the public who invest in these funds.
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In this connection, 1 am enclosing a copy of SEC Release
No. 9143, published on April 12, 1971. The philosophy of the
Securities § Exchanpe Commission at that time is the very one
that [ would like to see you use on this occasion. Certainly
the money market mutuzl fund does “invite unwarranted comparisons
with kank savings accounts" and, therefore, misleads the public
in ways the SEC, 1n 1671, wished to avoid.

I would appreciate it if vou would recconsider vour pesition.
ABA fecels strongly encugh about this matter that it has given
somg thought to filing a petition for rulemaking to deal with
the question, and to taking whatever subsequent steps night be
necessary 19 enfcirce tnat petitioen. However, my hope is that
the SLO will act respensibly on this matter sbort of our Filing
g petition and any possible litipation on the question,

I Yook forward to vour early teaction to this further
expression of the views of the bankineg community on this matter.
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Lee L. Gungderyson
President
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