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SEC. & nCR 01 COY'A., 

Securities and Exchange Commission 
Washington, DC 20549 

Dear Mr. Chairman: 

In pursuit of its oversight jurisdiction for the Securities and Exchange Commission, 
the Commerce, Consumer, and Monetary Affairs Subcommittee is exploring the general 
issue of the SEC's role in maintaining orderly markets under extraordinary conditions such 
as those experienced in recent days. 

Accordingly, as a first step, please arrange to have your staff brief the SUbcommittee 
staff on this general matter. Specifically, we are interested in: 

(a) Determining whether in fact orderly markets have been maintained. We are informed, 
for example, of instances in which brokerage houses have been overwhelmed by the 
avalanche of trading, resulting in failure to execute orders. In one case, a customer's 
order for a round lot on the New York Stock Exchange was received by his broker 
two hours before the close of the exchange on Tuesday, October 20, 1987, but the 
order was never executed. Does the SEC have any way of determining how often 
this kind of situation occurred? Does it violate any SEC rule or regulation? 

(b) Determining the role of program trading linked to stock-index futures and options 
in the recent volatile stock markets and the SEC's control over program trading. 
A copy of this letter is being sent to the Chairman of the Commodities Futures 
Trading Commission to obtain his response on this question. 

(c) Other SEC powers in controlling volatile markets, and SEC's plans to determine the 
conditions under which these powers are to be used. What steps are available to 
stabilize trading under the unusual conditions recently prevailing? Does the SEC or 
CFTC have the power to impose daily price fluctuation limits on stock-index futures 
similar to those which exist for physical commodities? 

(d) Does the SEC or CFTC have the power to require or recommend an increase in 
margin requirements for index futures? Was such an alternative considered? 
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(e) Have there been problems in exchange floor specialists' having sufficient capital to 
maintain orderly markets? What powers does the SEC have to alter capital 
requirements? 

Please arrange to have your staff contact Theodore J. Jacobs of the subcommittee 
staff. 

DB:tjj:b 

cc: Hon. Kalo A. Hineman 
Acting Chairman 
Commodity Futures Trading Commission 
Washington, DC 20581 

Sincerely, 

~:Z.r~C<h of fl. 
Chairman 


