MEMORANDUM

DATE.____October 30, 1936

TO: Mr. Katz
FrROm: ' . Hr. 3aperstein’

SussecT: Report to ilstional Emergency Council

1. refer to your memorgndum dated October 23, 1936 .in. .
"which you requést that we compile certain date for 1nclusion'
in the report of the Comaission to the Fational RErergency ,
souncil. ¥nclosed you will find a pagé desling with *he
.develcopments in re ard to unlisted trading on’ “rcbanves 8.
page £ ealing with the new develcpments. in regerd to ove:.-tbe-
counter regulstion; end o page Setting forth progress. to dgte
in the metier. of cegregation. 1 trust: thet you will find
this itaetérial helpful.: ‘



A. DEVELOPMENTS IN KEGARD TO UNLISTED
TRADING ON EXCHANGES

.
eI
S

On July 23, 1936, the Commiission amended itules JF1, JF2
JF5, J™, JF5 and JF7 governing unlisted trading privileges
to ‘con“orm with the amendment to the Securitiles Exchange Act
of 1934, approved on May 27, 1936. :

Sincée the amendment was approved, the oommission has re-:.
céived 4 applications by demlers for the terminetion of un-
listed trading privileges in securitles on the New York Curb
wxchange, and one application by an issuer for the termination .
of unlisted trading privileges in its security.on the San
Franclsco Curb Excharige. Proceedings ars now pending with .
respect to such zpplications. The Commlssion has on 1ts own
motion initiated a proceeding to remove from unlisted trading ..
on ‘the New York Curb Exthange = security 'which had been with-~
drawn by the issuer from registration and 118+1né on the .
Detroit Stock nxehange, pursuant to Rule UBZ2. This proceeding
is-also pending. ,

Clause 2 of Section 12(#), as emended, gave the Comnlssion
suthority,. subject to certein conditions and upon application
by an $xchenge, to extend unllisted treding privileges to any
security duly listed end reglstered on another nationsl eecuri-
tles exchange. .This clause beceme:effective aAugust 26,.19306
and since that dete the Commission has received a plicatlons
“for unlisted trading priivileges in 31 securities (25 on the
Pittsburgh Stock kxchenge, 5 on the Szn Francisco Curb Exchange
end 1 on the New York Curb Exchange). No’ decieions have been -
rendered .as yet on these applications. i oo .

ks of September 30 1956 there were 2 525neecurities ad-
nitted to uﬂlgsted trauin ivileges on 14’ reglstered national
securdties exchengeg,,.'his totel, which shows duplicated issues,:
is med@s up of 1,74 “stocky and 773 bond issues. -Total of undup-
‘licated issues is 2,145, comprising l,oll stock’ and 834 bond.
issues. 1/ :

;%/ tith respect to securities admitted to unlisted trading privi- 1
leges on exchanges the total number of sheres of stock and the total
par value of bonds authorlzed and outstanding -are not eveilable for:

the reason that the issuers of such securities gre under no. obll ba-

tion to furnish such totals to the exchanges. . o



C. SEGRECATION OF THE FUNCTIONS Ci* DEALER AND BHOKER.

Cection 11 (e) of the Securities Exchange Act of 1934 directs
the Commission to meke a study of the feasibilltg end advisability:
of the complete segregation of the functions of dealer and broksr.
and to report the results of its study and its recommendations to:
the Congress. _lnder date of June 20, 1936 the Comission trans-
nitted o the Congress the results of its study of the subject.

Since that date representatives of the Commission and of
various exchangés have been conferring on the recommendations con-
tained .in the report. Comulttees have beoen ap901nted by the major
exchanges to study the problem. . :
: : t

AE part of its proposed progrem the commission meconmmnded .
thet current figures be made public at periodic intervals sett;ng
forth the volume oi speclalists'trading and the volume of all ..
other riembers! trading on and off the floor. On October 24, 1936
the Corummission made public figures showing the weekly volume of
stock iransactions for the eccount of all membérs of the New Yorm
-3tock _ixchange ané the New York CGurb Lxchange between Lerch 30,

1938 and September 26, 1936, 7The data published represented ré-'
capltulations made by the exchan%es of the dally trenssctions set
forth in 28,002 reports filed with the New York 3tock bxchange by
its menbers and in 21,955 reports filed with the New.York Curb Ex-
change, by its ‘members. . it the seme time the Comiission announced
that statistics on trensactions for thoe account of members of the
New York Stock Lxchenge end Mew York Curb Zxchange would be pub-
11lshed weekly in the future showing the Qaily trensactions for
their own account of specialists, odd-lot dealers and other members
on'and off the floor,

t

: In the course of its study of transactions by exchange members
the Gommission ascertained that a considerable differentisl exists .
between the volume of trading reported by the ticker of the New Vork
Stock und New York Curb Exchanges and the total volume of trading .
actuclly effected on those exchanges for the reason that the ticker
volume does not include "“stopped" ies or. transactions whilch, due
to error or other clrcumstance, fail to eppear on. the ticlsr. 1In
order to make possible the publication of the actual total volume
of trydinb and the calculation on & daily basis of the percentage
of members' transactions to total transsctions, the Commission re« ' *
.quested the New York Stock Exchange end the New York Curb Exchange
‘to complle figures repyresenting the volume of all’round-lot transe -
‘actions in stock effected upon those eAchanges each day. These
figures will be published weekl{ by the Commission and will for the
.flrst tlme reflect the dally volume Of a1l round-lot transactions .
‘ectualiy effected on the exchenges. +he compilation of these [ig-:
ures s’ in sccordance with the recommendation made by the Comaission -
in its seg regation report that effort be directed toward the per=- -
fecticn. of statlstics with regsrd to the volume of members : !
transactions. .



