" ILJ' DELPHIA
August 20, 1948

The Honorsdle f;; PR
Alfred V.| Bolter - o
Bouse of ?vprasentatives
Wastiagton, D. C.

My cear ir. Belter:

: ' This bas further reforemoe to your istter of
An@ust 11, 1942 o Chairmen Pyreell encloeins & popy of

e letter sent to MNr., %allaee H. Falton by ikr. Samuel Do
Lnnt. That lettar oconteined various cozaents OB Pro-
poscd Rule . X-~15C1«10, m eopy of which wap supplied to
you by Chairmen Pareell..

fhe propesed rule wap &rifted ia this Division
as « result of studies which have been made of the overe
the-counter market sinee the formption of the Commissiosn.
This Division hes beoore ineressingly ewere of a practice
which 18 growing in the over-thoc-ecunter morket foy
dealers to buy from or sell to thelr ocustamers ot prices
besring no reasoneble relationship te the proveailing mar-
ket priees. Thle practieec ls indulged by mamny over-the-
counter dealers, not only in connostion wigh the purchese
and sele of gecuritics which are traded exclusively in the
ovoar-the-counter market, but also in comneetion with trong-
sctions in seouritles which are listed om nationsl seou-
rities exchanges. 48 & regult of tho disoovery of this
proctice, the Commission in the past tuc yesrs has insti-
tuted many proceedings agpalnst dealers for the purpese of
revaking thelr reglstretions sné thus denying them the
right to engege im the securitles business by the use of
tho faocilitieos of interstate cammeree amd the mails, But
this Livislion etrongly feels thet ndequeté protection to
the pudblic in matters of this kind requires the adoption
of uppropriate regulationms which will make eveiladle to
custozere ourrenat information ebout merket pirices, or same
other eguivelent type of information, to eneble them to
mexe sp informed and intelligent julgment in zech trans-
egtion of purchsse and sele.

Thus, the oaly purpose of the proposed Tule is
to make information aveilable to customers which will pree-
vent. the purchese end sale of pecurities by doalers at
prices bearing so reasonable relstiomshlp to ocurrent merkey
prices. Thic is informetion whieh 1s suatomarily required
by nformed investors before they enter into transaotions
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©of whis nature. You will note that the proposed rule does
not reguire the disclosure of profite. It moroly reguires,
a8 stated earlier, disolosure of eurrest market priecs.

I wish to adviso you further thet this Divisies
moiled the proposed rule to yrepreseoptatives of the seeue
rities industsy on July 29, 184% to obtain comstruyctive
sugiostions which would aid ip the drafiing of a rule dee
signed to erasdicate the evil mentioned above with the leest
possible interference te leglitimate ovor-the-couptor $ranse
aotions., The rule is still in the ¢iscussion stoge ard in
an offort to obtain the wviews 6f mll intercoted perscas, the
time for £ilimg comroats on the rule heg boon extended to
septembeyr 15, 1042, . Nesdléss 10 say, oll comments which aye
pads will be glven very serious eonsideration. koreover,
shoulé counter proposals be yéceived whieh would appeur to
wecomplish the purpose sought in a more desiredle manneg, a
redraft of the rule will undoubtedly b sent to members of
tho securities indusiry for further commont snd gonsidera-
tica. In no event will any rule of this ammture bé preccnted
to the Commission Tor adoption without giving all interested
persons sn opportunity 0 be heard.

I wish to thenk youw for letting me have the oppore
tunity of mselng r. Lunt's comments,

Very truly yours,

Jawes h. Tresuod, §r.
Lirector




