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Qctober 28, 1836.

Hon, James id. Landis, Chairman
Securities. and uﬁchﬁuge vamlﬁbiﬂh
ﬁashlngton, b e -

ligar Mr. Lepdis: .

Wiz have preparsd for ihe fllEB 8 pemorandun
dealing with cnmpqratLve costs of trading in NHew
York and in London. [t.rolates to trading by an
American in amcriesn stécks. I enclose 2 eopy for
your informatior.  You will note that it is marked
"oonfidentdial®., ' '

I am venturing te send ccples also to Dr.
Gourrich and Wr. Szperzstein with the request thet.
they be.kind encugh td . irform ne as te any correctiung
that sgem to them to be Tecesnary.

#ef& truly yours,

Ca,\,ggf’

Carl k. Parry
G‘uef Lllusmn -:::f Secuprity Loans
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© MYemorandum for the Files —- Re "Cormarative goste

How daes the cost to an American of trading on margin in
 American stocks on $he Londen: Stock Exehenge through u London
broker cempare with the cest to an American af trading on margin
in the cams stocks on the New York Stock Excharge through a Lew
Terk broksr? '

The beast basis for the dosired comparison Would be tae ex-
perience of seme American trader who has been dolrg his trading
tircugh some londen broker. - We have heen Junting for some auch
American trader for a lemg time, but have not-yet Ween abls to
find any, which irdicates that there are probably few such
traders. If sucl.is the cade, a2z many brolkers affirm, this is
al least martly due to difficultiss encountered by an American
in ppening an actount in Lenden anc getiting credit taere, te
the cost and infrequehey of -quotations of . grices in London,
alow executiens or slow reports, ard the fact that toe market
1z far away and Lard to follow, .. :

In any event, we ure pbliged for the present to make the
desired comparicen on the basis.of cstimates, 1 tems entering
‘nto tae comparisen include cemaizsions, . taxes, cable charges,
ard either interest charges of their eguivalent, The interest
charge imposed by a New Yorkibroker an the customerfs debls
balanes has its counterpart in London either .in an cutrisit
interest eharge or in the sofcalléd continustlon charge, oT
Ianntango rafe’, impozed by the London broker.

REates of qnmmission both in Hew. York and in Louden are on
a sliding secale, with -the higher rates asplying to the aigher-
priced stocks, but the seales Are suel laat on stocks of cortaln
prices the Mew Yorlr rate is higher and on stocks af other prices
the Londen rate is higher, Other factors affecting the comsarieng
of commissinn chiarges are certain differehces in conmission pruchige
between New York and London,. Thus the New York broker invariably
charges the customer u ecepmission both on the purehase and on the
sale, regerdless of the interval botween the two operatlons,
whercas the London broker follews this practics only in case the
purchase =nd saie do mot £all withir the zame fortnightly szetile-
mont period. If the two operations ore effected within two suc—
‘cossive sehtlatient periods, seme Londen brokers charge a selling
commission and some G0 not. : Another diffevence is that the Now
York broker doss not vary his commission charge With the size of
the ziven purchase or sale, Wsereas ithe Londan brolzer folleows this
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- — —TAGEIGE only on transactions which da riot. excesd A egertain [ leyeisk o
whteh is new L2 ,500, O tramsattions heygnd tant amount the Lon- '
don broker chorzas commi ssion =t a lower rate. Taers are CoSes

! alsc, such as tiose reguiring résort to the Bew Toris marcet, in
hich the Londan brolwT chirges bath he Tondon apd -the New Tork
commissiona : - S C :

Me +uzss Wiich tie London. bromer would 2ass or. to the Ameri-.
can- CUStORCr are certoin taxes for “contrict stampa®, wnicl apzly
tg every transaction. fertaiy other taxezs, calied . stary and Feel
taxea, are for technical -reasons nnt eFdinarily cpplicsble 5o
dealings in Afcrican shdres. It ahould be ngted. in this connee-
tian thaot cn troading irnﬂiﬂszﬁadﬁzin'Léhdﬁn tae American trader
voutd he subject to Americon tores, pither in the. form of inceme.
tazes ar capital gains tuxes, Just oo f He hoad mads biese nrofits
ir llew York, und uoald Save o puy =uch taxes wnless ha Kales '
false rohurns to the American aatlsritles 10 reporting his income.

Coble caarges would maturally vary secording to the amovnt
af cabling that would e necessary and wnasibly according to the
extent to which, in the case of a good custemér, the Londan broker
would himeelf asbzorb gach’ cliE;TgE 2. : : : -

The rates of intere=t. charged by New Tork. hraliers on Cus-
tomers! depit balences are fiot uniforu: as bekween different
cusTomers, slnde Targer, customera naving tetter bargaining power
are gble ko obtain the better rates,’ The conbinuation charge of
<y Tonden troker is understeed te De fairly uniform as betusen
different rustomsis tut may differ as hetween one’ stock and
anotner at the same bime dnd ‘s betwacn 1ifferent times for the
same ftocli. o - . - .

It will be. apparsit from. the foregoing that in. preparin
the ‘attagied btatements wf cemparative costs it has besn netes-
safy to make a nurber of apsumpticns, £0md of ‘them guite ardi-
trary. fhe statements relate, of coursz, to nypothetical eases,
whish have bech =o zelected fas tp exiibit——

1) &n ipsfance in waich the sfock purchaeed and sold
‘is g fapiliar . omé -- . B. Stael commorn.

(2) An instance illastrating tae tyme of case thal
is "moat faverdble te London! —- The Radic instance,

{3} An instance illustrating the type of case That ¥
Minget faverablg to Hew Yorkt —— tae Chesapsaic &
Cois instasgee. -

.The principal pointuhrcﬁght_ou} Eg these illuatrafians is
vhat for gertiin types of American traders;. intersstod in ceriain
types of operations, the advantage in Tespect io epsts of operatien
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flfi? 2 to Be very greasly in faver of his trading through
onden, IF tp this advantage thsre bp addcd certain others,
such ap ability to carry more stock in London with a gives amount
of margin and freedem there from anti-manibulation rules, the
agparent advantagﬂ to & ¢ertain tyae of customor of trad1ng
througa London wold szem to present a considerabls temptation.
Thie i1s waont certain Amﬂrlcan brorers hava hLen asserting far
some time, botll to nowspaper mer and te ro prcge’tmtlvbs of the
Bpard, and what London trokers have besn sayinzg to prospsctives
American customers. If 1z denied, howewver, hy'qome American
brokere, Very little evidence, marnnver, has yet been prosentod
ta us, or Lnearthed by us,.tﬂ gnmii that Amoriecan trddcrs have
in fact transferred their trading te Londem,  .Authentic infor-
mm.lnn cnllected Tor us TpEDﬂtlJ in Landan, mareu?ar by a good
frignd of ours who has excellent connections inh Lewdon but is not
himzel? a hromer is to the effect that London brokers have made
great efforts recently to get American customers odut have had so
ilttle succesa that ihiey are M gidte dlsguataﬁ‘.

3 Attechments,
CZP FO0H
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Buy and sell 1,000 chares U.'S'.-_'-Etccl commgn (5100 Dpar) at &50 -- Trang- -
actions 30 days apart: s ' :

New Torl. Lendon
Commission ~- one-wey:
'H. Y., et $17.50 ser 100, uhares - . 8175
‘London: 250 shares (£3,000). at. 1q. per share - £12 12
750 ghares (&J,000) at 64, Per sh....rE : ' 18 3j4
o . 131154 .
: (= 3I55) - !
Coumaasion -- Round-iura {tﬂlce foregoing flgures} - %350 ©E30E
b Transfpr tax ut Bﬁ ner share . o0
Lordati —-—= Contraet stamgq for ?urchase and ﬂmle . g
Cable charges T . L :
Expenses, flnanclng eycluued a4 $318 :
| T, — Irterest at Eﬁ on $33,DD§ mar91a . ) &b
' Irterest ab Tﬁ on $3? MO dr . bal, BB
Iordon -~ 2 eontinueiisns at *5% C ' - *a3l .
Geatrac stamps far 2 cant,nu&t*nnﬂ S ' B : f
Takerest at 2% on *315,000 morgin oo 25
Total expenses, finanding included $BE3 £580

*Eauimated Figures,
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Puy and sell 1,000 shores Rodio common {no mar) at 31z within a S-dagy
pericd, compriscd withnin a single Vsottlement poriedd:

;L{v::w _ Torxc London
.Conmis_si_on —— OnE-Way:
.. Y., at $12.50 per 100- shares :  s125
. _.Lﬁndﬂ:n‘.: at 6d. iaer sharc . o o ' 525 i
LT : {= $123)
Commission -- Rounf-turn, M.Y: nne-ﬁf?_;r, London  -$250° 122
H. ¥, == Tranafer tax at '?95 per share ._ o e v
Landgn —- Guntract Htamps fc:r uurchase and sale 2
Cabhle charges ' “ ' G
...:q:anses, fmanc:.ng f-xpluf.ed R320 2130
W. Y. -- Interest at 2% on $6,600 margin 1
Interest at 3% on $5,400 dr. bal, L2
London —- Interest at 2% on $(m:u*tej margin S R 0
Total expenses, financing 1ﬂ¢l‘lJ.IiE‘ﬂ. $B-EE $130

¥Ietimated figure.
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peave 2 Dhio instance. = Fineg fﬂVqTﬂUlu tﬂ Eew Yorl®

Buy and sall 200- sharcs C‘Euﬂﬂbchn % Oida (323 par) ad 870 within
S0 Zdarrs: -
" Hew Yorl' London

Cormiasion —— one-wuy:

To Tey a3 317.80 aer 100 shiares 535
Lencon, at ls, wer share _ ) 10
Comriseicy —- HEound—turn f:t'-.'.'il:e_ faregoing fizures) $70 S%a
Y. T, w- Tronsfer tax at 5 14 oir share 11
Lovdon ~~ Contrect stampes for umrchasc ;m& sale , 3
Cahls cnargesg _ . e w5
Zxponses, finanding excliuded . FBL; O I
;oo ke e n o P oy
I 1n == in#LrhEt D.-t q_.-‘:'_l- skl -'I,I:i| ?DU MET gln. . 1-3
. Iatorocst 'at uﬁ on GB Dlﬁl ar, oval. “1E
Londsu — 2 continuatioms Eu : . ' _ *54"
Contrect stamys for 3 contia Jﬂtl"hs _ : 3
Interest at E. *.‘“.,,._h’",lt:l margis ' * o
Tokal :xyu::_ab._, fineneisg ivcluwied 5110 170

*Estimat=d figures,




