
MEMORANDUM

DATE October 30, 1936
TO: !{r. Katz

FROM; . Mr. Saperstein

SUBJECT: Report to TIettional Emergency Council

].refer :to your Memorandum dated Octoben *23,· 1936 ·in .
which you request'that·:ve compile certain data for inclusion
in thE· report of the Commission to the Rational Emergency : 1 :
Jounell. Enclosed you will find a page dealing with the
developments 'in r.egard to:unli:sted trading,..onv oxchangeS;·· a.
page dealing with the.new developments. in- regard to over"the-
counter regulation; and a page .setting forth progressito date
in the matter. of negregation.· 1 trus·t that you will find
this -u.aterial helpful. ·



A. DEVELOPMENTS IN REGARD TO UNLISTED
TRADING ON EXCHANGES

On July 23, 1936, the Connulssion amended Rules JFl, 392,
JF'3, J:24, JF5 and JF7 governing unlisted trading privileges
to 'conform with the amendment to the Securities Exchange Act
of 1934, approved on May 27, 1936.

Since the amendment was approved, the Coramission has re- 7 -
ceived 4 applicati.ons· by dealers for the termination of un-
listed trading privileges in securities on the New York Curb
Exchange, and one application by an issuer for the termination 5.
of unlisted trading privileges in its security.on.the San
Francisco Curb Exchange. Proceedings h.re now pending· with
re.spect to *sudh applications·.The Commission haa on its own
motion initiated a proceeding to remove from unlisted trading .
on the New York Curb Exchange·a securitytwhich had been with-· I
drawn by the issller from registration and listing on the·
Detroit Stock Exchange,: pursuant to Rule UB2. This proceeding.*
is ·al.so pending.

Clause 2 of ,.Section 12(Y), as amended, ga.ve the Cominls:sion
authority, .subject to certain conditions and upon application
-by an. exchange, to extend unlisted trading. privileges to any
security duly listed and registered on another national Becuri-
ties eKchange. .This clause became:effective August 26, 2936
and since that· date the Commission has received: aoplications
Tor unlisted trading privileges in 31 securities.125 on the
Pittsburgh Stock Exchange, 5 on the*Sa.n Francisco Curb Exchange
and 1 on the New ¥ork. Curb Exchange). No decisions have'been-
rendered.as yet on these applications.

F..' .id k
As of September 30 1936 there were 2,522>seJurities ad-

mitted to unlisted trading prvilege:s on 14. re,gistered national
securities exchange 4.,<,,'1'his total, which shows duplicated issues,
is made up of 1,749-tock; and 773 bond issues. .Total of undup«
licated issues ls 2.,1.45, comprising 1,311 s.tock' and 834 bond.
issues. :,/

9/ ;:ith respect to securities admitted to unlisted trading privi-
leges on exchanges· the total number of ·s·hares or stotk and the total
par value of bonds authorlzed and outstanding :are not avhilable for.
the reason that the issuers of such securities are under no. obllga-:
tion to furnish such totals to the exchanges.



C. SEGREGATION OF THE FUNCTIONS C·F DEALER AND BROKER.

Section 11 (e) of the Securities· Exchange Act of 1934 dlre,cts
the Commission to make a study of the feasibility and advisabilify
of the .complete segregation of the functions of aealer and broker[..
and to .report the results of its study and its recommendations to' i
the.Congress. Under date of June. 20; 1936 the Conmission trans-
mitted to the Congress the results of its study of the subject.

Since that date representatives of' the Commission and of
various. exchanges have been conferring on the recommendations con-
tained .ln the report. Committees have been. appointed by the major
exchan€'e.s to study the problem. .

AE part of its proposed program the Commission recomhiende.d 2
that current figures be made public at .periodic intervals s·etting
forth the Volume of spec,ialists'trading and the volume of all ,,,
Other nembers, trading on and off the floor. On October·94,- 1936
the. Col-imission madie public figures showing the weekly volume of
stock transactions for·the account of all members of the New York
Stock Exchange and the New York Curb Exchane between IC arch 30, ·,
1936 and September 26, 1936. The data. published represented re-'
capltulations made by the exchanges of the daily transactions set
forth in 28,002 reports'filed with the New York Stock Exchange by
its members and in 21,955 reports filed with the .New:York Curb Ex-
change, by its members. , At the same time the Commission announced
that Statistics on transactions for the account of members of the
New York Stock Exchange and New York Curb Exchange..would be pub-
lished weekly in the future showing the daily transactions for
their own account of specialists, odd-lot dealers and other members·,
on; and off the floor o

In the course of its study of transactions by exchange members,
the Go*mission ascertalned that a considerable differential exis.ts ,
between the volume of trading reported by the ticker of the New York
Stock and New York Curb Exchanges and the total volume of trading
actually effected on those exchanged for the reason that the ticker
volume does not include uatopped" saes or. transactions which, due
to error or other circumstance, fail to appear on the ticler. In ,
order to make possible the publication of the actual total volume
of troding and the calculation on a daily basis of the percentage
of members' trahsactions to total transactions, the Commission re- 0
quest€d the New York Stock Exchange and the New York Curb Exchange
to. compile figures representing the··volume of' all'round-lot trans-
actions in stock effected upon those exchanges each day. These ,
figurels will be publlshed weekly by the Commission and will for the

, first tlme reflec;t the daily volume of·all round-:lot transactions.,:
. actually effected on the exchanges. *'he compilation of these fig-·;
ures is in accordance with the recommendation made by the Commissidri
in. its segregation report that effort be directed toward the per- ;
fection.of statistics with regard to the volume of members'
transactions.
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