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Oetober 12, 1935,

Fo QU Investment Banlers and Secwrities Dealers

We enclose copies of letters exchauged between Chalrman Landis of the Becurities and
Lixehange Coinmission, ex-Chairman Keunedy of the Sceurities and Fxchange Commission, and
the Chairman of our Committee concernini a plan of co-operation sct forth in the correspon-
denoe,

This vorrespondence coutemplates the organization of a large vomber of investment bankers
representative of the business gs a whole into a stuple group wnder the supervision, for the
time being, of the Conferenice Committee referred to therein

All Javestment bankers fermerly reristered uoder the Code awd tliose whe have applicd
for registration under the Seeurities and Exchange Commission are cligible ut the prusent timc
to become assenting and contributing members of this proup.

Earlier Lgtter.

Cn July 31, 1935, the fermer Code Committee addressed all investwent beokers registeved
uriler the Code, requesting an expression of their views (by vote) en the desivability of the
maintenance of the then crizting orgeaization io order that discussious mieht be earried o
with the Breewrities and Exchanee Commission.

Reeuliing Vote and Action,

In zeeordance with the vote received in respouse to that letter (over % of those veding
beine in favor) disenssions have been coutinugd—with the result that the Seerrities and
Lxehanze Comuuission Las now asked the former members of Llhe Code Comuittee i they will
sirve 45 % Conferenes Comraities 10 promeie the carryving out of e prosoam otllined m the
currespendenes.

The Plan.

The essential features of this program are:

{1) Pending the development of the Plan {outlioed in Sec. 2) the Conlerence Comunittes is Lo
set up regional or distriet committees to conxider eomplaints arizing hetween e gmains,
investment bunkers whe bave assented o the supervision of the Comnoittes, and wherover
seems justificd, to conduct preliminary hearings angd repert the resnlts theree!l, with roe-
prmendations to the Conferanee Committes for ils consideration and report to the SBecuri-
ties aud Exehange Commission. Certain eomplaints now before or larer filed with the
Beeurities nnd Exchaopge Commission will be referred to the Commmitice for eousideriiion
and reeommendation.

£2) The Conlercnee Comitice will confer with the Securities and Exehangs Coramission jn
developinr plans for a4 permanent erganization of a self-reculatory, seliodiseipliniog body
of investment bankers with a view 10 eo-eperation with the Govermioent for the prototion
of fair practices end the elimination of frand. To this end it scems likelv, as understand.
ing and kaowledse of onr security mackets advanees, that tegislation altering or expandd-
ing the nresent seope of control over these morhols may become neecssary and that it s
desirable that eo orpanized proup sheuld be thinking and planning with refercnce to
possibilities of this 1ae.
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{3] The Committee is to zéerve as a Confercuce Committee ou current problems now pend-
ing betore the Securities and Ezehange Commission and to be a mediom for presenting
to that Commissign the views of 1he investment bapkers and securities dealers of the coun-
try. Among the problems now pending are:

{a) Separatiop of the busioess of deslers and hrokers.

(b) Additippal regulation of over-the-counter trensactions,

fe) Additional reguiremnents for registration of Jdealers.

fd; Registration of outstanding seenrities in gver-the-counter markets.

(et Modifieation of forms for registration of new securities.

(f) Desling in “'‘when-issued'’ securities.

{z} Regnlation of so-called '"pegging’’ and ‘'stabilizing’’ of prices in over-tbe-counter
mirkets.

Plan Approved.

The members of the former Code Committes have unanimously approved the IMlan and
have orgomized themselves under the temporarily approved name of Fovestraent Bankers Con-
Yerence Commitiee,

We believe it to be of fundsmental importanee to the imdustry that the Plan and program
a5 putlimed be adopted at once and & permonent orgacization formed at the earliest practicable
mement.

Advoatapges of Plan.

It ig uoneeeszacy to point out the desirability of B permanent self-regulating, selfdisciplin-
i orzanization to des! with the above imporfant problems and ts establish en-operation
between the Government and the jnrestment banking birsiness for the promotion of fair prae-
tices and the prevention of fravd. ;

The cbjective of minimum Fovermment regulation and the maximum of scond self-reguls.
tign iz one Lo be sought in the inverest of all. In cases of alleped unfrir practiees not in dirent
and Rogeant vickation of State or Federal laws it is obviously proferabla that complaints against
dexlers reewive o preliminary hearinpg in their own loeality hefore mewmbers of their own pro-
Fessiom familiar with the teaditions provailing in the lpeality econcerned. Upon the hasia of
thege hearines and the recemmendationy resuiting therefrom, soch aetion as the Government
may feel called upgn to take will thus be more informed apd better atiuned to the eirenmstances
of the partienlar sitoation,

In view of the expense involved and the voluentary charaeter of the progrem, it i further
obvious that anly those dealers whe assent to and support this program will bave this privilege.

Financial SBupport.

Zuch a plan will, of course, require financial support. The Cnmmittee (s unable at this
time t& estimate geeurately how mush expenze will ba inpvolved. Iis purpose will be to keep
expenses at & minitmum, buat in order that epntinuity may be assured until a permanent organi.
zation iz it operatioo, a basie rate of $10.00, a5 determined nader {ormer Code assesaments, haa
lwen adopted and assenting dealors ara requested to pay ome-half of theie contribution at this
time, the remainder being subject to call, if necessary, at a later date, but in no event later than
June 1, 19386,

Prompt action is neeessary in order that we may subrzit to the Securities and Exchange
Commission & list of the dealers assenting to the Plan,

A form ig enclosed, in duplicate, npon which you mey indieate your assent and you are
renquested to act promptly, sending it together with Four cheek pavable to the Investment Bankers
Conference Committer for the first payment due, to Sydney P. Clark, Treasurer, 1531 Looust
Street, Philadelphia, Peonsylvaniz. An envelope iz enclesed for your eonvermience.

Fepties should be reeeived on or Defore Oclcher 23tA,
Very truly yours,
TvvesTMENT BaNECr: Covrtrexce CouaTree

B. HowELL GaiswoLn, JR., Chairman.

MNare: This lotter ia not intended to be addressed to {lheze dezlers whose hmgioess is soloty 0 seeurities sach
x5 muntcipals, exempted frem ceatral of the £ E.C., ualess application has been made by them to the Seeuritics
snd Exelange Commission for engistratiom



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON

GFFICE ©F THE CHAIRMANM

Spptember 13, 1045

My nEsR i GRISWOLE:

Allow mie to restate i1 brief Fushion (he vaneclisisas arrived af in the eonference held this mornine
kepween members of the old JTovesiment Baukers Code Cemmitter and swmbers of tle Securities &
Frehangs {ommizsion.

There seems to be no guestion o the minds of the Commisston as to the ntiliy of an wrganization
representing a large number of fuvestment dealers in this eowntry.  This erganization, erccted upeu
AN ippropriate basis, and pepresenting the largest possible nomber of those in the business, could have a
ilistiwer vabee ja several different divections, and weuld ke welcomed by the Cowmissicn,

huothe firat place, it conld be & most elfeetive means wherely the dealers of this countey conld preseil
tHleele points of view upen the numerous guestions that see now pending xid will be pending in wis lietd to
thiz Commizsion. cherehy permitting the Commission rapidly and aceneately o grasp the attitude of the
dezicrs as & whole towards pending questions,

A secoud function of swelt an organization vevolves about the creation within that orzanization of
appropriate diseiplinary and gebiteal machivery. I the svent thnt such machivery weree created the Com-
wizsioat would rely upon it to hawdle comnplaints arising frora the public und within he andustry. The
vommisston would ook forward to eooperating with the national and regional remmiztess s wneh Ee
sarie manner n which it now deats with the brginess conduct cowmittees of the exchanges. This type of
ik ergnnization would secm, from the soandpotat of the dealers, to huve the value of providing For an adjoat-
went of difficulties within the industry ivself uonder the diveet supervision of the Uommission. Tt is, ol
colllsg, to the luterest of every one concerned that as rouch of the oecessary disciplive that s tw be
tmpesed sliould be self-imposed.

L tie thivd plave, it zeems likely, ay wnderstanding and knowledge of our seouriey markets odvances,
that lesislution altering or vxpanding the present seope of comtrol over thess markes will hecome nevessary.
11 is, of course, desirable that the indusery as g whole should be thinking and plansing with vcference 1o
tisaibilities of this type. An organization auch as is proposed would seem to be an approprinte mechanism
‘or that type of continuous study and effe prsgry in order that problems of this nuture be selved to the
smtisiaetion of all partics concerned.

Hibweltly vonrs,

Josrru P Resxeny,
Cleoiraran.

b I 1TowkLL darlswaolo, Jea o Chairmerr,
tvestment Bankers Cocde Committee,
‘n‘x'.-mhjns_;ton. | LR



Woasmiscros, B0
19th Seprember, 1933,

Tow Joseerd PO Ry xxioy, Clatrman
mecutities and Bucluneze Commissien.
Woshingrne, Tx (O

AR MR IENYEDY :

Yaur letter of September 12 was prescnted af o1 npating g Sew York on September 13 and was con-
siderer] in wonjunetion with o verbal report of cur contervnee of September 12 in vour effice.

After therongh disvuession, the former members o the Code Committer present unanimously agreed
That the program as optlined in yoar letrer woold he hizhly desirable from the point of view of the publie
and the industry.

[t ihe opinioe of the Cowmmittee the effectiveness nf such & plan will depead usoen the extent (o whicl
ihe Uommittes tewly preprescnts the hasiness and the relationship of the Committee to your Commission,

The cveation of angther grganization, or gven g Committes, whose obligation to its membars is to advo-
vate or oppose laws or vezulations to the sole advantege of investment bankers will serve no wseful purpose.

We niderstand, however, that youe objective is 1o have o vepresentative body to whem yon ean tucn
for conferences and consultation eoneetning problems affecting a business with which this body iz fumiliar
bt i should be a Committee schich will bave the viewpoint of the publie interest as well as the investment
lzstlerrs in plauninge to promote fair practice and the elimination of frand.

We nzsume thut veu bave disehssed this project with the farmer members of the Code Committes
ln axsist in this respect because of the fact that they are most widelvy represeniative of the investment
hanking buzingss, from the standpoint not only of svme 3000 menmbers formerly represented by the Com-
mittee but from the standpoint of sectional vepresentation us well; and this seems to us to be correct, for
tn grder to best serve the perposes disenssed it will be necessary for the Committes o have the moral and
faamcial sapport of o very lirge namber of investinent bankers,

We could ot ask investment bankers 1o soppert such o plan IF the Commitiee were tg be merely
another nraanization created for promotional purposes. The purpose of its ereation musgt be definite and
the nablic need for it shown.

For 1111 reasen it appeared to ail members of our Commitiea present that i was necessary to request
vou to add to your earlier letter a statement te the effect that, pending the consideration of pilans for a
permanent orpanization, offeial recognition of the functions ol the Committee would be made by the Secnri-
ries and Exchanire Commission,

It would of course be clearly stated that the Committes would possess no governmental or quast-govern-
miental authority whatever but would serve as a Cominitter. reprosentative of the business, 1 confer with
the Secuvities and Exchange Commission on matters of importance to the public atfecting the imvestment
industry. and to dizeuss the possibility of the formation of a plan for 4 more permanent ormanization te
co-operdte in the suppression of frand and the promotion of Fair praetices.

Such a Committee conld be designated by yon 05 a “ Conference™ or “Conswltation’” Comnittee, or
bx such other term as you might deem advisable or desirable. This racognition of the need for sueh s Com-
mittee as ootlined in ronr letter would mee. vith prompt response on the part of the industry and would
place the Committee in a position to oo to ¢+ investment hankers of the country and ask for theic ap-
proval or disapproval of the propesed aetion. 1 substantial approval were obiained, the financial snpport
ar these in Aceord woold follew.

While we believe the details of any such program s outlined in wour letter can best he worked out in
eanferener, it may be desirnble, freom the standpoint of later expluining our ideas to the industry itself,
that we suzgest to you For consideration a more specific statement of progeam, The duties nf the Commit-
tee, hroadly apeaking, would be:

{1} To advise with the Commission as to corrent problems, serving as @ mediutn through which the
apinions of a large hody of investroent honses would be placed before the Commissivn teeether
with the viewpoint of the Committee itzelf on these problems,

{21 Under the guidance of the Commission, to set up Regtonal Committees or sub-committces which,
under the supervizion ¢f the mam Committee. would conduet preliminary hearings on complaints
of unfair praetices arising hetween iuvestment bankers whe are consenting members of the proup
and whiy asaent to the supervision of the Cormmittee.

The Committee would of course submit all reports of the results of preliminary hearings to vour
Commission. Tt should be noderstood, of eonrse, that no questions involving acts properly refer.
able to State ot Distriet Attorneys wonld he referred to the Committes.



1 thiok it i jmportant that T showld again emphasize that our present ercanizotion s a skelotoa
avganization, that we are without funds available for the purposes suegested, that the effeetiveness of the
sumrestion with relation to heariops will depend upon the amount of finaneiul support given the Com.
pittee by the industry and that at least in the prebimivary stages o wonld be desieuble that only typicud
complaints or sueh eomplaints 03 we have the funds and personnel to handle should be anbmitted to the
Conmittes; olherwise, the plan itself 15 nod [1kely to wock to our or vour satisfaction.

i1y To confer with your Commission concerning problems set forth in the list paragraph of yoor

letter.

The opinion expressed by the members of our Committee at the meeting was that the dealers of the
conntry if eclearly informed of the purpose und senpe of rour letter would rive hearty support to this
aracram, £ the Commmittee duties were mude elear to them as hus been sugrested.  We might thon look for-
ward te a very large membership,

Upon receipt of vour appeoval and the official anuouncement of the plan, we shall be clad to proceed
immuoediatelv to werk ont details of the progeam outlined ubove, in co-operation with the Commission,

Vary truly yours,
B. Howrcrn {zrisworn, J&.,
Chairman.

ZECURITIES AND EXCHANGE COMMISSION
WASHINGTON

GFFICE OF THE CHAIRMAMN

September 26, 1935,
I'Ear Ma. GrswolD:

I beg to acknowledge your letter of Beptember 19,

Origzinally we discussed with former members of the Code Committee a projeet af bringing about
fair practices among investinent Daokers and eliminating frand jo the seliine of securities, because that enm-
mitkee wag wideiy representative of the investment bauking business and because it had already demon-
strated its public viewpeint and its willingness te work o achieve its avowed ohjectives, ¥t is the continu-
anee of a group of this chararacter organized, not a8 a governmental agency, bt baving a certain status as
the resalt of our recoguition of 1t as the ageney For commubication sod ecoperation with the iovestment
lkinkers, that was the hope of Mr, Kennedy's letter to you of September 12,0 Consequently, peoding tle
copsideration of plans for permanent organization, the Commission would be olad to recoonize this eom-
mittee a8 & ¢eusultive or conference eommittee to further the aims set forth in our previous cocrespon.
depes,  These sbjectives may be briefly summed up s follows:

(1) To be a medimm for prescating the views of the investment bankers of the eonntry on the
current problems of the day, uot as an agent to make sperial pleas in bebhalf of its numergus pringi-
rals, but as a proup who. beewnse of their experience snd ability in this field, can be deemed to be
trusteel by the assenting investmeut bankers to express the public juterest viewpoint as seen by them
aid to have judgmenis npon the ways and means. by which commen hopes can be. translated into the
realitivs nf aechievement. ]

(21 To set up regienal or sub-committees which would eonduct hearings on compiaints of unfair
practives {of the type which do wot eall for refercice directly to state or foderal authorities) arisine
between or ageinst investment bankers who have assented to the supervision of the committee apd to
report the result of such hearings to the Commission.

(A To e a eenter for eontinuing study of the problems relating to the investment banking busi-
uess 89 as to be prepared to deat with sueh uew problems of regulation and organization as may pre-
suenl themselves For solution.

Faithfully yours,

J, AL Liasenis,
Choirman,

e, B Howrnn Griswone, Ja., Ofade o,
[hveatment Bankers Code Commirtes,

—

Washington, 1, O,
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