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Tor TUMEDIATE Felease Yonday, January 11, 1954

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C.

SECURTTIES EXCHANGE ACT OF 1934
Belagae No. 49H3

TRADING IN CERMAN SBEGUHITIES

- ADOPTION OF WLE X-1502-3 UNTER THE
SECURITIES EXCHANCE ACT OF 1934

On Decembar &, 1941, following the attack on Pearl Harbor, the national
sacurities sxchanpes suspended dealings in securitlies of German, Italian,
Japansse snd other dxla origini and ths Commission, having sonmalted with the
State and Treasury Dopartments, requested the cooparation of brckers sad - b
dealers in refraining from effecting trapsactions in all securities of much.
origins, Trading was restored in Italian secaritiss in December 1547 and in
Jepansse securities in Novamber 1950,

In Mareh, 1953 following the anneuncesment by the Gowivmsnt eof the
Federal Republic of GCermany {(West Cermany) of its recognition #f pre-war -
extarnal devts of the German Rsich, the Commission, having scnmmltad with the
Stata Departmpent, advised that it did net intend to withdraw its vequest that
brokers and dealers refrain from effecting treneactions in German securities
until full aasurances could be given to investors, through velidation pre—
casdinga, that only secoritles which conatitute "good delivery" woumld be
affordsd a market in the United States. This action was necessary Lecauss of
the large wolums of Cermap securitiss, partiewlarly forelgn currency honds,
reacquired by the Oermans and held in pnegotiable form in Barlin, whish were
- lost or looted after the ceeupation of Berlin in 1945 by the Soviet armed
) - Toreea. In 3apiember, 1952 and April, 1953 the Commdasion again reqeested
brokers and dealers to refrain from effecting transaoctions in German asour]-
tiss pending the establishment of sppropriate walidatfon procadures.

The Faderal Republic of ermany bas anacted legialation requiricg the
. validation of fereign currenmey bonds snd certain intermnal securities, apnd
progecures for validation have besn or are being established. Tha Agreessnt
on Carman Externsl Dehts 9signed in London on Febmuary 27, 1953 provided that
the Fadarzl Republlc would permit the setilesment of uart.a.in dabts, including
Qerman foreign currency sscuritiss, and would providas ths ﬁanuury fareign
exchange 1o parmit payments on debta which are settled, Walidation 18 a
neseseary fteap before a bondholder may participets in 2 ssattlsment which may
be offerad pursuant to the Agreement of Febrary 29, 1953. Ao exchange offer
has besn mada by the Pederal RBepublic with rwspect tc cortain ilasues of tha
German Heleh and the Fres State of Prussia, and an issue of the Conwerslen
(ffice for German Foreign Debte. It ia undurat.uad that fuyrther sxohangs offars
are baing nagotiated, Negotiations in the case of dollar bomds ismued o
guaranteaed by West Oermen states or mnileipalitics are being cmduoted by the
Forelgn Bomdholdars Frotsctiwe Coungll, Ine., 90 Broad Strest, New York 4,
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New York, and negotlatioma in the case of othar German dollar bonds are
being conducted by the United Statex Committes for Oerman Corporate Dollar
Bonds, 910 ~ 17th Street, N. W., Washington &, D, 0, Ingilries.concerning
thoss matbers:should ba addrassed te tha Foreign Bomdholdars Priotectivee
Council or to the Committes for GCarman Corperats Dollar Bonds, whichaver
1a appropriata,.

The pro¢edures for wvalidation are not idential for all securitias.
Under en Agresment dated February 27, 1953 entsred into between the United
Statas Commment and the Federal Reyublis of Carmany, & Joint German and
Jmerican board ha® been establlshed in this country to wlldste Oermsn
dollar bonda, and registratiom of such securitier for walidation began in
September 1953, In additlon, under the provisions of a Treaty betwmsen the
Ffaderal fepublic and the United States signed on April 1, 1953 no German
dollar bond sublect to the validation laws of the Feders] Republis i3 en-
foreeabls unleas and until 1t has been walidatsd,

In addition to the probiesm of walidatlon, the Commission ha= bean
copcerned with cbtaining for'investors recent irnformation’ about:ths varicus
ismuers of Geyman dollar secutities. Suoh informatlon is..consldéped -
deairable in cimnection with tha resumptich of %trading in mich Pecuritisa,
In Nowexmber, 1952 the Commission initiated staps throupgh the Covernment of
the Federal Fepublic locking to the furmishing of current informatiom by
the Garpan isguers. Such information about the Federal Republic 1s now
available in a circular dated Qctober &, 1953, which relates to the sexchange
offer which it is now maldng. Copies of the cireular may be obtained from
the axchange agemt=1 J. P. Morgan & Co, Imcorporatad, 23 Wall Street, New
York 8, New York and Dillom, Head & Co., 48 Wall Street, Hew Tork 5, NHew
York. Since information about the other German issuers bad not been fur-
nilshed, the Ccmmizsion in Howetbar 1953, after consultation with the
Department of State, #ent direct reguests to sixty-thres isguers of German
dellar obligationa, and again requesisd the assistancge of the Gowmment

. of the ral Fepublic, A8 & waault of auch efforts, thirteen: German -/
¢, iasuers & have transmitted to the Commission coples: (in the Osrmanm lan-
guage) of their annual reports, but the rewaining fifty lssuers hawe ac
far fallad Lo aend information. The annusal reports on hand are svwailable
T7 Tity of Cologme; Uity of ¥rankfurt am Main; City of Wunich; Dortaunder
Btadtwarke A.G. (Dortmund Municiozl Utilities); Elsctrowerke 4,4. zu
Barlin (Elactric Power Corporation of Barlin); Energla~Versorpgung
Schwaben A.3. [(Consolidated Hydro-Electric Works of Unper Wurttemberg);
' Peldmiehla Papier & Zellatoffwerle, A.G. {Feldmmehls Paper & Calluloss
Works fGorp.); Hamburger Hochbahn A.G. (Hazmbure Elevated, Underground &
Stre=t Rallways Co.); Hamburglachs Elactrlcitaets-Werks L.G- {Hamburg
Electrlc Company and Untsrélbe Power & Idght Co.); Rudelph Earatadt
A.0. Phein-Main-Donau A.G. {Bhine-Main-Damube Corporatiom); Energie-
vergorgung Ostbayermn 4,03, (Oberpfals Elactric Power curpuration] i
" Harpener Bergbau ~ A.0. (Harpen Mining Gorp.).
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for public inapaction in the Commission's Waahington office, and where
sufficlent- copias have been raceived, are also awallable far pablio
ingpeetlion at the Commission's regiomal offices in New York, Chiocags and
San Frpancliaco, FRaports received from other German issuers will lonriss
be:made availabls for public inspection as rapidly. aa they are receiwmd.

{n Nowember 20, 1953 the Securities and Exchange Commission
apnouncad that it had under confideration & proposal to adopt a mls wndar
Section 15(0){2) of the Sacurities Exchanps Aot of 1934 to prohibit
brekers and deslers from trading in the over—the-coumter merket in Osrmax
sscurities which are requimed to ba and have not besa validated marsuant
to the welidation laws of the Pederal Republie of OQammany. The Comlasion
has copsidered sll of the commenta and sugpestions recaivad and hes
adopted Rula X-1502-73 in the form stated below,

This new ruls makes it g *fraudulent, deceptiwe or manipulatiwe
act or practice™, aswwd in Sectiom 15(c) (2) of the Act,for any broker
grifsaler to sffect any 4ransaction in, or to induce the purghsae or . .
aala.of, any Gérman pasurity required te e validated upder applisabla < -
validation laws of tha: Pederm]l Republia of Cermany unlssa it has been
duly validated. If mch ascurity is a dollar sscurity, it mst bawe
attibched to it a demment of the ¥alidation PBoard for Oerman Bollay
Boqdl sertlfyving to the welldation of much sscurity. The Commission has
been informed by representatives of the wvarious sxchanpes upon whioh
Oerman securltles bawe been traded that sepuritiss which hawe not besn
validatad will not be consldered "geod delivery® ageinat males made on
theze sxchanpes,

The Commisaion has been informed that, whersa thea authsntisity of
s an cutstanding dollar sescurity has besn satahlished, the Validation
Board will attach to esch such dollsr security a document cortifying to
ity wmlidation. Conasgquently, Bile X-15C2-3 provides that s Oermap
dollar sacurlty reguired to e valldated cannot be treded upless thix -
. dogument, 1= attached to. it Sines the Commizaion has no assurence that !
& validated security other than a dollar security will hawe any dooument
cartifylag to 1ts wmlidation attached to it, & broker or dealer proposing
to affsct & trapdaction in such & security 1111 bave to ba cartain that
. it has besn duly walidated; if he should effsct a trensaction ih &
#eturity not wmlidated as mequired he would be wiolating Rule I-1502-3
i1t the mails or other Jjurlsdictional elsments are involved.

Parsons wighing information regarding the walidation of Gdrman
dollar sesurities should communicate with the Validation Board for Osrman
Dollar Bonds, 30 Broad Gtrest, New York 4, New Tork. Information som=
carning the m!.‘l.dnt-icn ot ancu:i'hiaa r:rtlmr than dollar securitisp may e
obtained from the Fereign Representative of the Carman Pederl HSepublic,
30 Bread Btrest, New York 4, New York.

Tn view of the abowe, the Commiweicn feels that it ia appropriate
to withdrew its request that brokere and dealers refrain from effecting
transactions in Weat Oerman securities to the extent that much tradimg
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is not probibited undsr the provisions of ita new Ruls X-15C2-3. The
Comnission's actlon, of courge, ahould not be conatrued to mean that 1t

hiz in any way pasded upon the merits of any of the securities which are
parmittsd to be tradsd.

The Commiszicn has no information when validation procadurss will
ba esgtabliehed for dollar securitles of issuare in that pert of drmany
under thd control of the Soviet or Pollsh Govermments. Thorefors, the
Commlasion, after conaultation with the Department of Stats, requests that
brokers and dsalsre continue 1o abstaln from any agtivities which would
tend to create a pablic market in thess gecuritisa, While tha Comxclasisn
has begn advisad that nepotiations are undar way to establisk walidation
proeaduras for dustrain dollar securities, tha Commiseion requeata that
the sgeuritles indnstry slsc refrain from trading theas seourities until
furthear notice aftear the establishment of validation procedures. The

- Commiseion 15 mot Lin poasession of any Information which 1% fesla weuld
- Justify it in withdrawing itz earlier reguest that brokema snd deslers -
- rafrain from trading in secwrities i=sued by Pulgaria, Hmgary, sad
Houmania, and by issuwers in any of these countries,

Statutory Zasis

Rula X-1502=3 18 adopted pursuant to the provislons of the
Securities Exchanpge Act of 1934, varticularly Seetions 15{e)(2) and 23(s)
thareof, the Comuission desming such action nacessary and appropriate in
the public interest and for the protection of investors, and necessary
for the exsmcution of the functioms vested in 1t under the Act. In
acecordance with the provisions of Saciion 4{c) of the Administratiw
Proesdure Act, the Commisaiom finds that there 13 good cause for making
this mle effective before the expiration of thirty days sfter ite
publication hecause brokers and dealers sublect to the ruls have been
refraipning from effecting transactions in the facuritiss coversd by the ..
rule at the request of the Commiszsion, apd it i= necessary in the public
intersst and for the protection of inwvestors that the rls bHe pade effec—
tiwe before the expiration of said thirty-day peried.

Text of Flas

RILE X-15C2~3 = PHOHIEETING TRADING IN CGERMAN SECUHITTIES TJNLESS VALIDATED

The term "froudulent, daceptiwe, or manipalative act or practlcei,
as used in Section 15{r)(2) of the Act, ia heraby defined to ipclude any
aet of any broker oy dealar desipned to affeqt any tranmsaction 1n, or to
induce or ettempt to induce tha porchase or sale of, any sacurity required
to be walldeted under any applicable walidation law of the Federsl Sepublic
of Germany unless {a) such security has been duly validated, and (b) if
gutch security is & dollar security, there is attached a document of the
Talldation Board for Oerman Dollar Bonda pertlfying teo the walidatiom of
such seswrlty. o - o '

The foregoing shall become effective January 12, 1954.

By the Commlasion. Orval L. DuBols

Ssoretary



