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OFFICE OF THE CH AIRMAN 

My DEAR MR. GRISWOLD : 

SECURITIES AND EXCHANGE COMMISSION 
WASHI NGTO N 

September 12, 1935. 

Allow me to restate in brief fashion the conclusions arrived at in the conference 11eld this mornjug 
lJetweeu membel·s of the old In;yestment Bankers Code Committee and members of the Securities & 
Exchange Commission. 

'I'bere seems to be uo question in the minds of the Commission as to the utility of an organization 
r~prcsenting a large num,ber of investment dealers in this country. This organizAtion, erected upon 
an appropriate basis, and repres,enting the largest possible ):lumber of · tbose in the bu~iness, could l,ave a 
rnstinct value in several different rnrections, and would be welcomed by tn. Commission. 

In the first place, it could be a most effective means whereby the dealers of this country could present 
thei1· points of view npon the numerous questions that are now penrnng and will be pending in this field to 
tbis Commission, thereby permitting the Commission rapiiUy and accurately to grasp t he attitude of the 
dealers as a whole towards pellding questions. 

A second function of such an organization revolves about the crea.tion within that organization of 
ap propriate disciplinary and arbitral machinery. In the cvent tl1at snch machinery were creatcd the Com
mission would rely upon it to handle complaints ari~iug from the public and within the industry . The 
Commission would look forward to cooperating with the national and regional committe~, in much thc 
same maImer in which it now deals with the busme condnct committees of the exchanges. ,This type of 
all organization would seem, from the standpoint of the dealers, to have the value of providlng for an adjnst
men~ of difficulties within the industry itself under the direct supervision of the Commission. It ;s, of 
conrse, to the interest of everyone cqncerned that its \ouch of the. necessary discipline tlmt is to be 
imposed should be self-imposed. 0 

, , 
In t i,e third place, it seems likely" as understanding and knowledge of our security markets advances, 

that legislation altering 01' expanding the present scope o'f control over these markets will becop1e necessary. 
It is, of course, desirable that the industry as a whole should be thinking and planning with ,·eference to 
possibilities of this type. An organization such as is proposed would seem to be an appropriate mechanism 
for that type of continnons study and effort necessary in order that prolilems of this nature be solved to the 
satisfaction of all parties concerned. 

l\lR. B. HOWELL GRISWOLD, JR., dl~ai"'ma'lt, 
Investment Bankers Code Committee, 
'Vashington, D. C. 

II Sincqrely yours, 

JOSEPH P. )rENNJi;DY, 

C ha,irrnUlIJ. . 



I think it is important that I should again emphasi?e that our present organization is a skeleton 
organization, that we are without funds available for the purposes suggested, that the effectiveness of the 
sngge tion witb relation to bearings will depend upon the amount of financial support given the Com
mittee hy the industry and tbat at least in tbe preliminary stages it would be desirable that only typical 
complaints or sucb complaints as we have the funds and personnel to handle should be submitted to the 
Committee; otherwise, the plan itself is not likely to work to our or your satisfaction. 

(3) To confer with your Commission concernll1g prohlems set forth in the last pal'agJ'apb of your 
letter. 

The opinion expressed by tbe members of Our Committee at the meeting was that the dealers of the 
country if clearly informed of the purpose and scope of your letter would give hearty support to this 
program, if the Committee duties were made clear to them as has been suggested. We might then look fol'
'ward to a very large membership. 

Upon receipt of your approval and the official anllouncement of the plan, we shall be glad to proceed 
immediately to work out details of the program outlined above, in co-operation with the Commission. 

Very truly yours, 
B. HOWELL GRISWOLD, JR., 

Chairman. 

SECURITIES AND EXC HANGE COMMISSION 
WASHINGTON 

OFFICE OF THE CHAIRMAN 

DEAR MR. GRISWOLD: 
September 26, 1935. 

I beg to acknowledge your letter of September 1~. 
Originally we discussed with former members of ' the Code Committee a project of bringing about 

fa i1' practices among investment bankers and eliminating fraud in the selling of securities, because that com
mittee was widely representative of the investment banking business and because it bad already demon
strated its public viewpoint and its willingness to work to achieve its avowed objectives. It is the continu
ance of a group of this chararacter organized, not as a governmental agency, but having a certain status as 
the result of OID' recognition of it as the agen~y for communication and cooperation with the investment 
ballkers, that was the hope of Mr. Kennedy's letter to yon of September 12. Consequently, pending the 
co nsideration of plans for permanent organization, the Commission would be glad to recognize this com
mit.t ee as a cODsultive 01' conference committee to further the aims set forth in our previous cO l'respon
dence. These objectives may be briefly summed up •• follows: 

(1 ) '1'0 be a medium for presenting t1,e views of tbe investment bankers of the country on the 
cu rrent problems of the day, not as an agent to make special pleas .in behalf of its numerous princi.
pals, but as a group who, because of their experience and ability in this field, can be deemed to be 
trusted by the assenting investment bankers to express the public interest viewpoint as seen by them 
and to have jUdgments upon the ways and means by which common hopes can \>e translated into the 
realit ies of achievement. 

(2) To set up regional or sub-committees which would conduct hearings on complaints of unfair 
practices (of the type which do not call for reference d,irectly to state or federal authorities) arising 
between or against investment bankers who have assented to the supervision of the committee and to 
report the result of such hearings to the Commission. 

(3)' To be a center for continuing study of the problems relating to the investment banking busi
ness so as to be prepared to deal with such new problems of regulati.on aud organization as may pre
sent themselves for solution. 

MR. B. HOWELL GRISWOLD, JR., Ohai1"1HW1l-, 
Investment Bankers Code CommitteeJ 

Washington, D. C. 

Faith£ully yours, 

J. M. LANDIS, 
Chairman. 
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liON . JOSEPH P. KENNEDY, Cltai"man 
Se,curitics and Exchange Commiss ion , 
'Vaslungton, D. C. 

DEAn Jlfu. KENNEDY: 

A X 
T 

T 'YAsnl~GTOK, D. C. 
19th September, 1935. 

Your letter of September 12 was presented at our meeting in New York on September 13 and was con· 
sidered in conjunction with a verbal report of our conference of September 12 in your office. 

Alter thorough discussion, the former members oj' the Code Committee present unanimously agreed 
that the program as outlined in your letter would be highly desirable from the point of view of the public 
and the industry. 

In the opi.nion of th.e Committee the efj'ectiveness of such a plan will depend upon the extent to whicb 
the Committee tl'Uly represents the business and tbe relationship of the Committee to Y0lli' Commission. 

The creation of another organizatioll) or even a Committee, whose obligation to its members is to advo· 
cute or oppose laws 01' regulations to the sole advantage of investment bankers will serve no useful plli'pose. 

We understallQ., however, that your objective is to have a representative body to whom you can turn 
fo r cOllferences and consultation concerning problems affectilJg a business with whi.ch this body is familial' , 
hut it should be a Committee which will ha'Ve the viewpoint of the public interest as well as the investment 
Donkers in plalln.ing to promote fail' practice and the elimii:tation of fraud. 

We assunle that you have discussed this project with the former members of the Code Committee 
to assist in this resDect because of the fact that they are most widely representative of the investment 
banking business, rrom the standpoint not only of some 3,000 members formerly represented by the Com
mittee but from the standpoint of sectional repr~sentatiou as well; and tbis seems to us to be correct, for 
in order to best serve the purposes discussed it will be necessary for the Committee to have the moral and 
finan cial support of a very large number of investment bankers. 

We could not ask investment bankers to support snch a plan if the Committee were to be merely 
another organization created for promotional purposes. The plli'pose of its creation must be definite and 
th~ public need for it shown. 

;For this reason it appeared to a:JI members of 01'1.1' Committee present that it was necessary to request 
you to add to your earlier letter a statement to the effect' that, pending ,the consideration of plans for a 
permanent organization, official reeognitioll of the function~ of the Committee would be made by the SecUl'i
ties and E.xchange Commission. 

It would of COUl'se be clearly stated that the COlIU1)ittee would poss~ss no governmental or quasi-govern
n!Cutal authority whatever put would serve as a Committee, representative of the business, to confer with 
the Seclll'ities and Exchange Commission on mat ers of im portance to the public affecting the investment 
industry, and to discuss the possibility of the formation of a plan for a m6re permanent organization 1:0 
co-operate in the suppression of fraud and the promotion of fair practices. 

Suell a Committee could be designated by you as a t' l Co'nference" or (j Consultation" Committee, or 
by sucb other term as you might deem advisable or desirable. This recogIlition of the need for such a Com
mittee as outlined ill YOUl' letter would meet with prompt response on the part of the industry and would 
place the Committee in. a position to go to the investment bank~rs o( th~ country and ask for their ap
proval or <j..isapproval of the proposed action. If ~ubstantial al?proval were obtained, the financial support 
of those in accord would follow. 

While we believe the details of any such program as outlined in youi letter can best be worked out in 
conference, it may be dcsirable, from the standpoint of later explaining our ideas to the industry itself, 
that we suggest to you for consideration a more specific statement of program. The duties of the Commit
tee, broadly speaking, would be: 

( 1) 'ro advise with the Commission as to current problems, serving as a medium through which the 
opinions of a large body of investment houses would be placed before the Commission together 
with the viewpoint of the Committee itself ou these problems. 

(2) Uuder the guidance of the Commission, to set up Regional Committees or sub-committees which, 
under the supervision of the main Committee, would conduct prelinJinary hearings on complaints 
of unfair practices arising between investment bankers who are consenting members of the group 
and who asseut to the supervision of the Committee. 
The Committee would of course submit all reports of the results of prelinJinary hearings to your 
Commission. It should be understood, of course, that no questions involving acts properly refer
able to State or District Attorneys would be referred to the Committee. 
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Fm' Release in MORNING Newspap."s of Monday, SelJtember 30, 1935 

SECURITIES AND EXC HANGE COMMISSION 
WASHINGTON 

SECURI'l'IES ACT OF 1933 
Release No. 503 

The members of the former Investment Banker. Code Committee composed of 21 investment bankers 
seJected by investmep.t bankers during the days of the Code as representative of all sections of the 
country and, all classes of dealers have been asked by the Securities and Exchauge Commission to act 
as a consultative or conference committee to coop erate with the Commission for the suppression of 
fraud and the promotion of fail' practices allcl to assist the Commission by being a medium for tile 
presentation of the viewpoint of the investment banl,"!'S on tbe cnrrent problems of the day. 

I ~ 

'l'he new Committee will be requested by _the Securities and Exchange Commission to conduct 
<', - ) preliminary hearings (through sub-committees or otherwise of certain complaints of unfair practices 

between and against consenting investment bankers who accept the supervision of the Committee. It is 
hoped that these commjttees will exercise iurictions akin to those exercised by business conduct com· 
mittees of exchanges. In cases of complaints which do not l'cqu.il'e direct reference to either state 0).' federal 
Huthorities an investment banker will have the oppovtunity to have a preliminary hea.ring in his own 
locality before men familiar wit)l the customs and praqtices of investment banking and competent t(, 
make recommendatiolls to the Commission. 

'l'he Securities and Exchange Commission will also con£ee with~ the new Committee upon the de
sirability of developing plans for a permanent organization of a self-regulatory, self-disciplining body 
of investment bankel'S with a view to cooperation willi the Government for the elimination of fraud and 
the promotion of fair practices. ' ,r 

During the past summer an inquiry was sent to o.me ~200 in\'estmen,t banke,s ~egistel'ed under the 
iormer Code, asking if they desired to support au ol'gallization formed for the above pm;poses. A 
majority repHed and replies ceceived show that of those who voted over 90% favored such action and 
offered to support such an organization. 

Now that the Securities and Exchange Commission has acted the Committee will organize invest
ment bankers and form them into an organization for tIle purposes cited. 

The new Conference Committee of the Secnrit ies a"il Exchange Commission is composed of the 
; '. I following; 

B. Howell GrlswoJa, Jr., Chairman, outhdastcrD- District;, Fr~ncis A. Bonner, Vice-Chairman, 
Central States District ; Sydney P. Clark, rrreasurer, Pennsylvania Districtj }j"l'ullk L. Scheffey, DirectoJ', 
'Yashingtoll, D. C.; Arthur H. Bosworth , Roc1.J' Mountain District; George '¥. Bovenizer, New York 
.District; Edward J. Costigan, Mississippi Valley District; Ralph T. Crane, New York District; Harry 
S. Grauile, Pacific Northwest District; Edward H . Uilliard, Mississippi Valley District;; W. Hubert 
Kennedy, Mil1llesota District; Lamartine V. Lamar, Southern District; Lawrence H . Marks, New York 
District; Frank McNair, Central States District; Robert H. Moulton, Califol'llia District; Daniel W. MyeL'S, 
Ohio District; Joseph R. Swan, New York Distri ct; Heury B. Tomp!','ills, Southern District; Frank 
Weeden, California District; Sidney J. Weinberg, New York District; George Wbitney, New YOl'k 
District ; Orrin G. Wood, New England District. 
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