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VI- CONCLUSIONS AND RECOMMENDATUONS

The opinions of Cresap, McCorinick and Paget regarding the Special Study's section on floer trading

were expressed in the preceding chapter. This chapter i1s confined to the conclusions and recommenda-

tions resulting from Cresap, McCormick and Paget's own study.

Following an introductory statement outlining the approach taken by Cresap., McCormick and Paget
are sections on recommended rules, peneral surveillance procedures, and general recommendations,

INTRODUCTORY
STATEMENT

Drawing conclusions from this study and formulating recommendations represent 2 grave responsi-
bility, because, at this stage uf the controversy between the SEC and the Exchange, irreparable harm
could come to the auction market from failure to devise an elfective means of employing, to beneficial
ends, the speculative risk-taking talent and capital on the Floor and within the momber firm grouvp.
These recommendations propose to convert into a positive and constructive function the activities of
members and member firms who now engage in speculative risk-taking and to retain the maobility of their
capital. To differentiate them {rom other mermbers and their functions, they might be designated as

"registered dealers" [or some other appropriate termj.

From a practical aspect, successful implementation of the plan will resuit in loss of some of the
prerogatives heretofore enjoyed by some members and member firms. On the other hand, making con-
structive use of the group eagaging in speculative risk-taking, under suitakle standards of parformance,
should materially assist in maintaining continuity and stability of prices, and thereby provide support to
the specialists when their particular stocks are subject to a major imbalance of supply and demand.

Investors in genevral, as well as the Exchange, its rmembers and member {irms, should benefit substan-

tially over the long term.
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Fecommendation

- Minimum "registered dealer”
trading capital as established
by the Exchange to ensure
adequate periormance of the
function.

b. Any member ogrganization and
any individual member should be eligible to
establish a ""registered dealer' account,
provided the above qualifications are met,
including the capital requirements over and
above those required for the member's or
member organization's other activities.

- No organization which carries
customer accounts should he
permitted to establish a
"registered dealer' account,
unless the Exchange has
previously investigated and
approved the regular order
handling and order super-
vision procedures of the
organization in gquestion as
providing adeguate protection
for public orders and for fair
and orderly markets.

Explanation

A strong correlation exlsts between the capital resources
aof traders and their likelihood to perform a constructive

dealer function,

Potential conflicts of interest between the “"registercd
dealer™ activity and the servicing of public orders

should be eliminated insofar as is practical. On the

sther hand, the legitimate trading activities of members
and member firms representing the public should not be
curtailed, and the largest possible amount of constructive
risk-taking capital should be channeled into the "registered
dealer" activity. Commission firms that now trade
repgularly for the firrm account are careful to put their
customers' intercest ahead of their own, and their trading
activities are the collective responsibility of the princi-

pals of the firms.
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Recommendation

"Registered dealer' accounts
should be reguired to meet minimum per-
formance standards for the securities in
which they deal.

- A standard of performance in
stahilizing transactions, i.e.,
a percentage of volume against
the trend zs measured by the
straight tick test, which would
be established by the Exchange
to ensure adeguate accomplish-
ment of the "registered dealer"
function. This standard should
be met or exceedad by the
"registered dealer' account on
a biweelkly basis and should
apply to zll transactions effected
for each "registered dealer™
account. Also, with the objec-
tives of improving the function,
the standard might be changed
in the future, as experisnce is
gained in the conduct of "rogis-
tered dealer® cperations.

- If the performance of a '"regis-

tered dealer" in any one security

ExElanatiDn

Statistical studies disclose that present floor trading
tick test scores fall makinly within the range of 40 per
cant to 60 per cent, Furthermore, the most active

and most highly regarded flanr trading accounts are
those that generally achieve the highest scores. Once
the "registered dealer’ category is established, only
those who demonstrate an ability to act in a constructive
manner should be permitted to retain their registration.
An initial minimum standard of 60 per cent stabilization,
as measured by the straight tick test, appears to be
feasihle and realistic.

falls substantially below standard.

an investigation should be under-
taken by the Exchange.
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Recommendation

- Additional and improved stand-
ards should be devised to eval-
uate '"registered dealer" per-
formance, including participa-
tion in difficult market situa-
tions, delayced openings and
block transactions,

d. Failure to maintain parformance
should subject "registered dealers' fo appro-
priate disciplinary measures, including sus-
pension of registration as warranted,

. Failure te rmaintain minimurm

capital required for the "registered dealer®
account should result in suspension of regis-
tration, unless investigation by the Exchange

reveals mitigaling circumstances.

2. The following rule governing ''regis-
tered dealer' accounts, is recomrmended:

a. All purchases effected for

"registered dealer" accounts, whether on
the bid or on the offer, should be limited to
prices below the previous day's high, except!

- On minus or zero-tminus ticks

- To ¢clpse gut or reduce sheort
positions

- For bona fide arbitrage

- To correct a transaction
made in error.

on such occasions.

performance,

Explanation

dealer function.

greater latitude in the conduct of their trading.

lishing the previous day's high as the point above which

B R E R 2N ®RNRX®R RN mmsse o - =

Many floor traders presently participate constructively
in many difficult market situations.
appears comparable to that of the best of the specialists
"Registercd dealers' should be
expected to meet those standards not subject to direct
guantitative measurements but nevertheless recognired
among floeor professionals as essential to a constructive

Their performance

One of the effects of requiring a stabilization perform-
ance will be an over-all upgrading of '"registered dealer"
In addition, if their capital is to be uti-
lized in the most constructive way, they should be given

Estab-

purchases are limited to minus and zero-minus ticks
recognizes the need for this greater latitude and yet is
designed to prevent '"'registered dealer’ activity {rom

exerting undue upward pressure on the price of a stock
Purchases to cover short pesitions should
remain enrestricted becanse, in effect, they are a ligui-
dation of & short position and should be governed by the

or stocks.

same principle as sales from a long position.
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Recommendation

b. If, in the apinicn of the Exchange,
price behavior of a stock has made Lhe previous
day's high unrealistic as a limit, then the limit
should be reduced to the previcus day's close,

{.3“", To ensure that public orders will
receive the full preferential treatment to
which Lhey are entitled, the following rules

are recomumended:

a. Mo bid or offer, or response {0 a
bid or :::ffer, originated on the Floor by 2 mem -

ber (or on an order ﬁrlglnated fo Lthe Floor by
such member on a day d durmg whlch thai mem -
ber ha.5 _baen on th the F !E'E,ﬂ E:ar an_ag_c“?ynt in
which _such member has an interest, -ahdll be
entlt]_Ed to pATILY DASEO On LifnE OF Price w‘lth

or precedence bascd on size over, a pu.bhc

o

Drder

- Specialists and odd-lot dealers,
when dealing in stocks in which
they are registered, should be
exermnpted from the provision ol
this rule.

b. A public order shall enjoy the
same preierential treatment, as in {3a) above,
in the specialist's book.

c. Ewery arder subject to {3a) above
shall be clearly designated as a "member order”
when sent to the Floor, when left with a spe-
cialist or when given to angther broker.

Explanation

There are cccaslons when, doe to unuszsual activilty 1o
a given stock, the Exchange may fhind it expedient to
exercise ils discretion on trading price limits in Lhe
interest of maintaining an orderly market

An NYSE member who operates on the Floor of the
Exchange has certain advantages over off -floor mem -
bers and the investing public, in executing orders

for his own ar firm account. Present NYSE Rule 108
lessens the advantape of the Flogor, and this Tecom -
mendation 15 patterned on that Rule but expands its
scope with the objective of further equalizing momber
trading ¢onditions in the interest of making "'register-

ed dealer' activities a fully constructive force.
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registered, or a
or effect a transaction, while on the Floor,

Fecommendation

No member {other than a specialist or an

4,
odd -lot dealer, in the stocks in which they are

"registered dealer') may initiate
for an

account in which the member has an interest except:

- To correct & transaction made in error

- In the event a {loor official has expressly
invited buying or sclling ta assist in a
difficult market situation such as a
dalayed opening, & reopening or the
execution of a large order.

L. NYSE Rules 138, 109 and 110 {together

with the clarification, interpretation and instruc-
tions to these rules) should be revised to conform
with the concept and intent of the foregeing recom-

mendations.

Explanation

The previous recommendations include rules to
govern the activities of the ""registered dealer,
Those in this section are recommended to limit
the activity of nonregisiered members when
making transactions for their own account.
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RECOMMENDATIONS
ON TRADING
"SURVEILLANCE

To implement the propoesed program for "registerered dealer' operations requires improved self-
regulation and surveillance of floor operations, and therefore the following recommendations are made:

}. The requirements for member reporting of transactions for their own or organisation account
should be specified in detail and brought to the attention of all members and member organizations.
Adherence to reporting requirements and a review of accounting procedures for reporting should be a

regular part of NYSE's periodic audits of member accounts.

2. The Exchange should establish the qualitative and gquantitative standards of performance required
of the "registered dealer."

3. The Exchange, in connection with its current review of organizational structure, should con-
sider what steps are necessary for improvement of the procedures for making, adoption and implemen-
tation of rules relating to {loor transactions and the operations of "registered dealers, ' and the surveil-
lance of such gperations,

GEMNEERAL
RECOMMENDATIONS

1. The Exchange should initiate a program of internal education to ensure that all members under-
stand the changes which are adopted by the NYSE, teogether with the reasons for the changes. This
program should be directed to members, allied members and registered representatives of member

firms.

2. The Exchange should initiate a research program aimed at guantifying the concept of price
"stability' and at developing additicnal trading rules in the interests of fair and orderly markets.

3. The Exchange should exarnine and recornmend to the Federal Reserve System margin require-
ments appropriate for the "registered dealer" function.
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QUESTIOQNNAIRE RESPONSES BY PRINCIFPAL ACTIVITY OF MEMBERS

As a member of the New York Stock Exchange,
what 15 your principal activity ?

Member not normally on Floor

Specialist

Commission broker

Floor trader

Tws dollar bhroker

Other (bond, odd-lot, akc.)
Total

b N & P R v g

What is the total number of active partners or halders
of voting stock [members and allied members) including
yoursgelf, in your firm?

Individual member
2 -4
5-9

I ar more
Unclassified size

oo O o

Key To Abbreviations

O.F. - Off Floor; Member Not Normally On Floor
Spec. - Specialist

C.B. - Commission Braker

F.T. - Floor Trader

52 - Two Dollar Broker

Cther - Bond, Odd-Lot, Miscellaneous

182
263
251
38
T
84
895

26
35
51
53
17

Spec. C.B.
13 3
114 29
47 61
29 128
10 ig
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Q. F, Spec. C.B. F.T. $2  Other Total S
L Daes your lirmm have a policy or 170
practice which; ; ‘_ Voo i
a. Restricts off-floor orders for the ‘i c
e r .

firm account ov its Exchange R
mernbers from being entered during 1o
Exchange trading hours?

Yes 13 30 25 1 - 4 73 1
Nao 103 178 120 26 33 26 556 :
Mot applicable &1 54 30 3 32 49 224

b, Specially labels off-floor orders as
being for the firm account or Exchange
member's account when they are sent
to the Floor for execution?

Yes iz 55 g o) It 4 198
No 80 115 109 18 21 20 363 )
4 87 42 10 32 Cd 289

Not applicable

Mot applicable

If yes, please describe:

€. Imposes any other restrictions [in
addition to the NYSE regulations) oo
governing off-floor trading for the . 5 E -
firm or Exchanpge member's account? o i a
=
Yes 13 26 22 z 3 11 77 & 5 E
Ne 101 172 184 25 28 18 528 w5 3
¥
62 59 a7 7 34 49 245 8 o o
Lol
58
R
[~

BoT-g wp

Recurring comments indicate that many members are prohibited by their firms from carrying
securities in @ margin account and are required to pay full commission on NYSE transactions. -
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Does your firm have a policy or practice
which:

Requires prior approval by any other
partner or officer before executicon
of an on-floor trade?

Yes
No
Not applicable

Limits on-floor trades to those intended
to be of long term (& months or morel
duration?

Yes
Na
Mot applicable

Fequires that orders for own account be
relayed back from the Floor to your
order desk before execution?

Yes
Nao
Mot applicable

Requires that any orders for the account
of a2 floor member he entered before
the opening or after the close of the market?

YTes
Mo
Mot applicable

O.F. Spec. C.B, F. T,
14 24 21 1
57 199 los 26

1492 38 55 10
| 15 5 1
74 2l 174 28
o3 35 63 8
g 7 47 1
56 179 134 28
111 0 &2 g
1 3 20 -
55 205 179 30
116 49 46 T

32 Other Tatal
2 - 57
26 32 505
3B 48 288
| - 23
20 33 540
47, 44 297
14 2 80
18 26 441
G 50 331
- - 24
35 32 339
B 46 292
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Does your firm impose any other restrictions

&,

{in addition to the NYSE regulations) govern-
ing on-floor trading for own account?

a. Yes

b. MNo
c. Dot applicable

If ves, piease describe:

Restrictions frequently menticned include outright prohibition of floor trading, prohibition of

mernbers carrying gecurities in a margin account and requirement that members pay full

commtission on NYSE transactions.

Does your policy restricting on-floor trading
extend to 32 brokers who transact bhusiness
for your firm on & continuing baais?

a. Yes
b, Mo
c. Not applicahle

Q. F, Spec, C.B, F.T. 32 Other Total
6 31 34 | 10 9B
67 130 lée3 iQ 25 497
104 35 44 & 28 258

5 3 b ! 9 25

45 59 129 12 7 Z62

126 189 135 22 45 252
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7. Generally speaking, in the past 24 mounths,
how often have you executed an on-floor
transaction for your cown or your firm's
account {other than in stocks in which you
are registered as a specialist or odd-lot

dealer)?

Own Account

Almost daily

Ahout once or twice a week
About once or twice a month
A few times a year

Never

If never, nlease check:

Prohibited by firm's policy
Mot gur firm's practice
Just too busy
Personal preference - don't care
to trade for awn or firm's account
Net onFloornarmally
Other {please explain below}:

O. . Spec. <. B,
1 3 13
3 22 16
4 19 13
19 B5 48
146 108 146
4 16 34
13 36 30
! 4 13
11 51 5%
125 - 10
7 3 5
A-5

F.T. L2 Other Total
13 8 4 48
1 10 3 55
Z & & o0
1 16 4 173
10 31 63 S04
- 7 7 68
& & 11 101
- 2 34
2 I3 33 &Y
- 1 - 134
2 - 22
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CGenerally speaking, in the past 24 moaths,
how often bave you executed an an-floor
transaction for your own or your firm's
account (other than in stocks in which you
are registered as a specialist or odd-lot

dealer)?

Firm's Account

Almost daily

About once or twice 1 weelo
Abheut once or twice a month
A few timmes 3 year

Mever

If never, please check:

Prohibited by firm's policy
Not our firm's practice
Just too busy

Personal preference - don't care
to trade for own or firm's account

Not on Floor normally

Other (please explain below):

O.F. Snec, C.B, ¥.T.
3 4 27 F
3 1 18 -
! 18 & -
Lz 92 40
142 1049 135
5 22 28 -
17 62 TF 1
- 6 4 -
10 17 16 -
114 - 2 -
7 2 K 3
A-b

$2

-1 G s~

i =]

-

30 083 GF T3 €3 COF O o oy oy e

Other Total
& G
pd 25
- 4
3 152

47 465
& &8
18 183
4 lh
14 &6
- 124
=) 26
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8.

In the past 24 months, bhow often have you
entered an off-floor order for your own
or your firm's account ?

O BAccount

Almost daily

About once or twice a week
Ahout once or twice a month
A few times a year

Maever

If never, please check:

Prohibited by firm's policy
Not gur firm's practice

Just too busy :
Fersonal preference - don't care

to trade for own or firm's account
Cther {please explain helow):

= e Ty ey

o, F.,

12
18
19
29
63

32

17
l1

Spec.

11
101
136

l2
45

CgB.

128

10
30
[}

b4
Lo

- - .___.______..,._._.,l. -

32 Other Total
1 2 18
2 2 k¥
3 LG 62
25 35 318
40 30 406
3 - 2B

b 6 122

g a 37
22 17 173

3 2 34
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In the past 24 months, how often have you

entered an ofi-floor order for your own or
your firm's account?

Firm's Account

Almost daily

About once or twice a week
About once or twice a maonth
A few times a year

Never

If never, piecase check:

Prohibited by firm's policy
Not cur firm's practice

Just too busy
Personal preference - don't care to

trade for own or firm's account
Other {please explain below):

16
19

35
83

5

44
1

16
11

AR

P g

48
156

16

45
150

21
83

21
l4

t

LMY s Ny R L]

T ———— T = s =

$2 Other Total
l 2 16
- 2 23
1 3 26
4 & 147
31 43 37 ¢
LS 5 57
8 19 235
3 3 23
12 10 85
l 5 43
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In terrns of dollars invested, roughly what pra-

portion of NYSE transactions {on+“floor and

off-floor) for your own or firm's account during
the past 24 months did you make with the intent

that these transactions be of long-term {& months

or mare)] duration?

Qwn Account

On-Flaor

All

Most

Abvout half
Less than hal{f
Few

MNone

Not applicakle
Don't know

Oif-Flogr

811

Most

About balf
Less than half
Few

None

Not applicakle
Don't know

N

a.F, Spec. C.B. F.T. 32 Other Total
7 18 12 - 5 3 45

8 25 9 1 4 l 48

4 7 9 1 4 - 25

l & 3 5 7 2 23

5 48 23 10 12 & LOS
C¥ gl 93 1o 28 33 297
&l i3 48 3 7 20 162
8 12 5 - 2 1 3l
24 25 29 - 7 23 108
31 ts 16 4 3 9 T8
14 5 5 | P/ l 25
é 2 l 3 e 1 17
Lo 23 19 6 5 & LY
38 ar RS & 25 24 265
27 iz 43 5 8 9 124
11 5 T ! 2 1 27

A-9

.......

4

!

OT-y uoy1oag *gopay

3

@/%?‘H'lm *SHWNT ~oSTE

PHIMNVYH FATIVUISINTHIY

S 38 0% QINIRYEIag




o — e e Y —F Dy T % =% =T mir:‘“ R -
P
O.F. Spec. C.B, F,T. $2 Other  Total L
o
9. Interms of dollars invested, roughly what pro- C e
portion of NYSE transactions (on«floer and R -
aff-fleor) for your ewn or firm's account during L
the past 24 months did you make with the intent e o
that these transactions be of long-term {6 months i }
or more] duration? : o
Firm's Account |
On=-Floor
All 5 8 3 - L - 17 .
Most 5 (B ! - - - 17 R
About half 3 6 1 | 1 - lz
Less than half - 3 4 2 - 3 12
Few 4 57 = 12 5 2 85
None 47 84 95 & 19 26 277
Mot applicable 52 iz 67 6 il 25 193
Don't know : 6 8 15 2 3 5 39
N
OHf.-Flaor o
N
All 9 11 7 - 1 l 29 e E
Maost 15 8 5 z - 1 31 : § = E
About half 10 4 6 - 1 - 21 z o 28
Less than half : 5 1 8 1 - L 16 2 &) 3
Few 10 g 16 g 4 2 50 =8 5
None 48 32 88 4 22 20 274 Y
Not applicable 37 45 54 T 9 25 177 W g B
Don't know 10 6 24 2 3 5 50 ENEE:
N
. \‘3 L
A-10 ..:: '_':.I‘- :




1,

Floor broker A phones an crder from the Floor
to his office to buy 100 shares of Z2YX stock for
his own account. The order is sent to the arder

desk and from there back to the Floor designated
as broker A's order. It is executed by floor

broker B of the same firm.

a. Do you consider this transaction an
on-floor trade? '

Yes
Mo

Mot necessarily

b, Would flocr broker A, who originated the
transaction, be required to report this
trangaction en Form 827

Yes
No
Not necessarily

€. Would floor broker B, in executing the
aorder, he governed by the rules govern-
ing on-floor trading ?

Yes
Na

Not necessarily

d. If the order happened to be executed by floor
broker A, when it carmme back to the Floor,
would you consider it an on-floor trade?

YTes
Ng

Not necesgsarily

o, E. Spec. C.B. . 7. $2 " Other Total
a7 207 174 33 52 55 Gla
35 46 59 4 16 L 176
L4 & 12 - 3 4 39
36 216 181 35 56 59 bd 3
24 28 52 g 10 10 128

B 9 8 - 3 2 30
94 201 161 33 48 55 592
27 47 T4 3 16 l1& 183
14 & 9 - & 3 38
112 230 196 36 &0 62 696
19 24 39 1 9 11 13

T 2 8 - 1 2 20
A-11
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W F.

Spec.

At a partners' meeting of member firm D, it
is decided to buy 10, 000 shares of stock ZYX
for the firm account. Partner J, who is also
a member of the Exchange and was present at
the meeting, then proceeds to buy on the Floor
the 10,000 shares during the easuing week.

a. The accumulation of this block is subject
to the rules governing . . .

Floor trading 70
Off-floor trading 45
Neither 17

b, Which form or forms should be submitted
to the Exchange in connection with this
accurmulation?

The correct answer is Form B2 and Form 121,
bBut very few answered both.

A-lE

141
89
&4

CI-B' Fﬂ-Ti
89 20
115 15
38 1

29
27
14

COther Total
38 387
27 3lg

T 101

Many members answered one or the other,

—_————
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Q. F, Spec. <.B, F.T. 32 Other Tatatl S | ﬂ&;‘?? PR
12, Specialist B, while at his post at noon, summones o _-ﬁ;‘w*?'f*??';:l"
$2 broker C and gives him an order to buy 1, 000 FRRR T
shares of ZYX stock in which B is not registered i wij :
as a specialist, ‘ I
a. Would $2 broker C be governed by the rules -
covering on-floor trading while executing
this trade? ¥
Yes 114 254 223 36 66 & 755 .
No 15 10 15 - 4 4 48
Not necessarily 4 1 1O I 2 1 13
b. Who would be reguired to report this
transaction on Form®827
Specialist B 86 251 222 36 69 &0 724
2 broker C 15 3 7 1 - 1 27
Both B and C P4 1 g . 1 5 340
Neither & 2 ] - l l L&
. If specialist B had given 32 broker C an
order to buy |, 000 shares of ZYX stock
while at his post at 9:4% in the morning, w
would you consider the execution of this N
arder an on-floor trade? ty o
Yes 101 231 186 37 60 5 665 ] - 5
No 21 22 46 - 7 17 113 re =
Not necessarily 7 7 - - 4 3 36 E & 5 =1
=
d. If specialist B had given %2 broker  an order Tap 3
to buy 1, 000G shares of ZYX stock while on the = & = |
train after the clase of the market, would vou ey E e
- 2 | n
cansider the subsequent execution of this N g R
order by C an on-floor trade? o &é = &
Yes 48 65 70 16 22 15 236 N
_g No 68 164 149 18 46 51 496 |
Not necessarily 14 31 27 3 4 5 g4
qr A-13




a.F, Spec. C. b, F,. T, $2 Other Total ‘
13, Commission broker A bids 91 for 2, 000 shares
of ZYX, 1/4 point below the last transaction and
2 points below the preceding close, Simultaneously,
cornmission broker B offers 1, 500 shares long i
{public arder), cormmission brokers © and [ each e °
offer 500 shares long {(public orders), and floor v
trader X offers 2, 000 shares leng (from own ' E. -
account) - all at 91, L
Under existing tules, who is entitled to sell?
a. B and either C or I} (settled by toss) T3 15 48 1 il 24 172 )
b. B and either C or D or X {setiled by tass) 10 4 9 - l 3 27
c. B and X toss; if B wina, X, C and D toss 4 3 & - - 2 15
d, X 31 229 163 35 58 39 555
Do you consider the existing rules governing
this transacticn fair to all concerned? Why?
A significant number of members do not feel it is fair that X is entitled to sell, Their comments
indicate that they feel the public should come first at all times.
An equally large number of replies stated that,in many similar situations, floor traders have o
voluntarily stepped aside and either have given the public orders preference or have reduced o E
their offer so that the order was divided among the group. ! i E
o e
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We would like you to indicate how floor trading activity
has affected the market in certain situations which you
yourself bave observed an the Floorover the past 24

months.

Listed below are 9 market situations. In each situation
where you have observed floor trading activity, pleasse
indicate whether floor traders were usually buying or
usually selling {or both} and whether - based on what
you saw happen - this floor trading activity has usually
helped or hurt fair and arderly markets, {or both).

If you observed floor trading, but could not determine
whether it helped ar hurt fair and orderly markets,
please check the appropriate "Could not say' column,
If you cannot recall observing any floor trading for a
given situation, check the "Did not ebserve’ column for
that situation.

Floor Trader Buying

dMarket Situation Yeour Observation

Helped
Hurt
Could not savy

a. Delayed opening

Helped
Huzrt
Could not say

L. Reopening

Helped
Hurt
Could not savy

¢. Large buy order

2L0
17
202
19
102

40
36

R e

160 36 54 36 qal7
11 - 2 | 23
21 1l g al

155 36 54 32 501
lo - i l 18
21 l 9 L 59
12 17 32 14 244
42 2 8 g 105
4z 4 P4 15 115

b
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i.

Market Situation

Your Observation

Large sell order

Active stock

Inactive stock

Unsettled price condition

Market ¢crisis

{e.g.,5f29/62})

Other

Spec. <.B. $2 Qther Total
Helped 208 165 S8 3T hid
Huarxt o 8 - . 14
Could not savy 14 14 7 7 49
Helped 149 108 al 23 366
Hurt ) Z5 42 il & BY
Could not say 49 EL! L3 lé Lza
Helped 85 47 27 11 205
Hurt il 13 3 b 34
Could not savy 98 BB 24 22 247
Helped 118 68 33 il 275
Hurt Lz 17 4 4 40
Could not say b Gl 17 18 166
Helped 170 Loy 36 25 389
Hurt 8 1 S 3 28
Could not say 16 34 T 9 B9
Helped Bl 5 - I 14
Hurt ! 3 - - 4
Could not say 4 2 2 4 12
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Market Situation

Floor Trader Selling

Your Observation

£.

Delayed opening

Reopening

Large buy order

Liarge sell order

Active stock

Inactive stock

Unsettled price condition

Helped
Hurt
Could not say

Helped
Hurt
Could net say

Helped
Hurt
Could not savy

Helped
Hurt
Could not say

Helped
Hurt
Could not say

Helped
Hurt
Could not aay

Helped
Hurt
Could not say

Aa17

Spec. C.B. F.T. $2 Other Total
176 141 33 49 33 451
g 15 - 3 1 28
23 28 FA L3 19 T4
171 142 33 50 31 448
11 13 - 2 1 27
25 23 1 12 T 69
190 133 33 ha 33 460
3 12 - 1 - 14
15 32 | B 13 T2
21 a7 14 il 13 223
37 41 1 30 o 141
29 42 4 11 14 LO&
141 93 33 38 22 338
21 43 | 11 5 g2
39 38 1 13 3 118
Ti 39 23 22 7 bve
11 13 1 3 T 35
88 94 8 26 26 251
89. 56 25 26 i2 219
16 23 Z T 3 54
b7 &6 3 20 2l 183
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DETERMINED 10 BE &y
HEHEHMEHH&M MARKI®RG

E.0. 12085. Section g-108 |
By _gdates RARS, Date_e2/z/0%

F.T. $2 Other Totzl

C.5.

—pec.

U}

Your Observation

Market Situation

197

19 17
i1

49

D4
28

Helped
Hurt

Maorket crisis

.

a5

11

3%
47

fe.g.. 5/29/62)

114

Lé

43

Could not gay

1&
&
iz

Helped
Hurt
Could not say

Other

1
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ok I
Spec. C. B, F.T, §2 Other Total ;':?-:’f :
15, From your own observations on the Floorover the :--_":L '
past 24 months, have the various classes of members [
shown below - when engaging in floor trading - St
conducted their activities in a clearly responsible Har, - e
manner? T
.:.',,1;:_; . |'_"., )
Frincipal Activity of Member ; )
a, Floor trader : L"_ )
Yes - all do 106 52 15 22 23 218 -
Yes - most do Izl izl 20 36 36 334 i
Some do and some don't 23 38 p 10 12 &85
MNo - mast do not 4 A - - - & :
Ng - all do not - - - - - -
o opinion 7 ! 20
b, Commission broker
Yes - all do 113 BE X4} 30 32 273
Yes - most do loé 145 21 33 35 300
Some do and some don't 158 g 3 3 3 36
No - most do not - l - - - 1 I
Mo - all de not - - - - - - G %E
Mo opinion 8 13 2 A B 33 N e S
c. $2 broker ! & H E
tr3dz
Yes - all do 108 64 10 34 20 246 - 3G
Yes - most do 110 121 21 30 33 315 uamy
Some do and scme don't 18 12 3 4 4 41 o8 E =
No - most de not - 1 - : - - 1 f;:-q-
No - all do not - - - - - - ’ “Q;_.E &
No opinion 8 4 2 3 G 36 ] §E-
A-19 et
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y A, pn UL W Sl WL S e s
Spec. C,.B.
113 1
113 110
11 41
)
29
24
4
12

Some do and some don't
Mo - most do not
No - all do not

Yes - most do
No opinion

Sorme do and some don't
Yes - all do

Na - most do not
MNo - all do not

Yes - rmost do
No opinion

Yes - all do

d.l
e

Specialist
Other




== = sz e 3 TS
l6a. In the past 24 months, have you persanally _“-‘E&:}Q :..__H."
obaserved any instances of questignable floor S D
trading practices? ' %"{Us o
Yes 67 111 15 Z1 17 231 fjf“ ’
MNa 189 120 22 50 &7 438 N
Mol applicable 3 3 - - 4 10 " ﬁ‘f l o
e
b. If yes., what were these practices? : r;::T _ -
laf
Price manipulation L 2 - ] 1 5 H:*“d B -
Since members who ovbserve illegal price Lo o
manipulation are required to report it to Yuooae
the Exchange, it is likely that the re- '
sponse to guestion 16 was of the variety ’
which. in the opinion of the respondents,
violated the spirit of NYSE rules but not
the rules themselves. S
Congregating 52 91 3 I8 9 179 g
Dominating market 20 56 1 14 i 98
Unauthorized aceess to broker's order 4 L1 3 5 3 26
Unauthorized access to specialist's book & 20 2 3 3 34
Improper bid or offer 7 12 1 4 2 26 .
Other {please specify) 7 14 2 3 2 24
"Dther' practices cited inciude imper-
manency of bid or offer, circumventing
on-flpor trading restrictions, and eva-
sion of trading rules. Nz E o
¢. How often did these instances occur ? 5' o g%
F 7|
Once or twice 11 i2 3 3 5 i4 ' "E§ E %‘
Three or four times 7 17 3 3 5 35 = @ ﬁ =
A half dozen times 16 29 4 5 3 57 =8 o o
A dozen times or more 29 52 5 15 L 101 S g‘ E 8
d. How many different individuals indelged in these i i‘Q:’n = &
practices? e &5-%
Cne 1 2 1 1 1 b 'Slu"
Few 31 43 g 11 13 17
Half dozen 18 44 i 4 - £5 3
More than a hall dozen 16 27 2 5 4 54
A-21
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Spec. C. B, F.T, $2 Other Total
17. In your activities on theFloor, have you personally
encountered any instances in the past 24 months
where floor traders have hampered your own efforts
te compleate a transaction?
a. Constantly - i - - - 1
b, Frequently - 3 | 1 - o]
c. Oeccasionally 18 44 2 11 3 B4
d. Seldom 75 i 6 17 24 199
e, Newver 160 105 26 41 43 375
f. Mot applicable & 2 2 - & lé&
: 18, In your activities on the Floor, have you personally
£ encountered any instances in the past 24 months
li:-"-' where floor traders have helped you to complete
{om a transaction?
' e .:..'
I. G . &, GConstantly 15 19 i1 7 5 &0
P b, Frequently 78 115 19 36 28 276 I I Y A
} - ? c. Occasionally 167 86 & 22 26 247 o B E =
i: d. Seldom 31 6 . 1 6 44 NP NEER
i I e. WNever 19 5 - 4 10 38 H =g ﬂg
R i f, Not applicable 4 1 1 - 7 13 Al 2O H
{ |I ':. lziag
S . e R
S K A r':.. 5 &
' 5iE =
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Size Of Specialist Firm o N
10 or g <. {:?
Individ. 2 - 4 5 -9 More Unclasgs. Total e -".'-.Lq_,_ '
EF e S
Sl
19. In the conduct of your business as a specialist, o il ;3%
" ] e 'IF! et
bas floor trading activity affected the profit- . h-'?ﬁ‘-,_.c;;‘_z.z{-:*g'_ :
ability of your operations at any time within S S
the past 24 months? : . ’
a. Always contributes to profitability - 3 - - - 3
b. Usually contributes to profitability Z & 11 3 F2 24 _
c. Occasionally contributes to profitability 1 5 1 2 L5 )
d. Sometimes belps and sometimes hurts .
profitability 5 41 37 3 3 89
. Hazs ne effect on profitability 2 44 32 21l 3 g2
. ©Qccasionally hurts profitability - 7 2 - - 9
g.  Usually hurts profitability - 2 - - - 2
. h. Always hurts profitability - - - - - -
X i. DNo opinion 2 4 & - - (4
: If floor trading activity has helped or hurt -
!-' profitability, in what ways? i £ 2
. i - =
P Becurring comments indicate that increased volume, regardless of the source, tends to aid < L § o E
L profitability . _ 2 PR :,3
b . _&_‘-;: i ] E Bop e 3
[ T "';..'*,_‘-d * g I::f
| B4 : | Fedd
g™ | ] o= e
e SHET
! 749 R I
) 5o : i ‘Q = g
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20,

- — :zﬁh?‘l.ﬁ . .L.‘
e T ¢ e
Size Of Specialist Firm . f.f.'::".'g.. ,__,ﬁ_:'.:.,"-
10 Or oSS
Indiwvid, 2 -4 5 -9 More  Unclass, Total R o
In fulfilling your responsibility as a
specialist to maintain fair and orderly
trading in the stock{s) in which you are
registered, bas floor trading activity
crezted any problems for you at any time
within the past 24 months ?
a. Never & B0 55 24 B 171
b, Rarely 5 28 35 3 4 75
¢. Occasionally | 6 2 1 - 1o
d. Freguently - - 1 - - l
. Usually - - - - - -
1. Always - - - - - -
g. No opinion I - 1 - - 2

1f so. in what ways ?

Criticiems were made of the additional confusien and noise level engendered by the presence of

floor traders.
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. Spec. F.T. 32 Cther Total
21, What classification of members on the Floor |
do you feel should be allowed ta trade for
their own or their firm's account?
a, Commissicn brokers
Yes 93 215 33 49 B2E 631
Mo 27 20 1 l4 5 96
Mot sure g a 1 2 1 26
No opinion 20 7 1 - 8 53
b. %2 brokers
Tes 88 228 36 5% 63 662
Mo 29 7 - 8 3 56
Mot sure 10 12 2 3 34
Mo opipion 19 K] - - & 4
c Floar traders
Yes 113 280 38 65 Tl TahH
Na 10 2 - 3 l 22
Tat sure & 2 - 2 - | )
Na opinion 19 2 - - 5 4]
d. Specialists {Other than stocks in which they are registered)
Yes 94 233 36 a5 62 b42
Ho A 15 - 14 b 95
Not sure 11 4 1 1 A 29
No opinion 18 2 1 - & 50
A-2h

b ooy
T

07-9 Goryzag
ONTXNVN 9872

¢

YT N1 sy -

=

=z
° g

b
=
C:H
m{ﬂ
- g

3
:
E
3
=
3




. DETERUINED %y BE, 4m
ADMINISTRATIVE mARKINg

: . . . o v m_v\h\momm. Seation _mu.:um :
T R SOt T LR AL e LT HARS, naq.nrmm\n«\.\%%

-

Total
REA
106
23
7T
23 295
25
11
a4

Other
55

2
44
13
2

3
20
3

l

5

Ll Y

F,T.

30

4

3

13

1

1

CI B'
155
68

212

121

Spec.
conflicts of interest would be avoided., and

90
felt that a rmemhber sheuld utilize his time and

A-2E

LOF

In this way,

L= | —F T g — e ¥

== N S —

Mot sure
Mo opinion
Not sure
No opinien

Ves
Neo
Tes
No

Odd-1ot dealers (Cther than stocks in which they are registered)

Others
Members commenting on this guestion typically

capital pursuing his primary function
better markets would be rnaintained.

2.
f.
[f "No'' ar “Not sure,' please pive reasomn:

X _mJﬁ)nu.,..L s .u.w...._wﬂw.mmm ..._p ‘ u.z -

x__..:.azmn_....”..

1
WL




1

fe B taeres, [

. DETERMINFD 0 pe in

ADMINISTRAT IVE WARKING
12065

T

+ Secilon f-108

.. !
TR e i D]
v W CLian = __NaR 5 4
RN s 2 S batn_t&i/pg XL .
1 _ - i - \ L] . T L - ..v..._.....“..n ST, B .
R T R ' : L, e g

Tatal
iTé
197
181
105

" e
U WS — T
m B 0 el - +
o
] =
o
[
-
~ — oo
3) g
an
c
-
Es
: of O oW ouh -
& =20 o
1) L] I
Py 3
o m .
. 28
L= VL
p—
L 38
“ g
T o
| o = — O .m S
4 — 0 O apd
o} * m !
0o i
; = :
i - v U i
[z, — O~ oo m W -
: a3y o~ om o M r
L
O 5, A
_H..t
L
ﬂ : Jw
W E D
u -
!
- . 57
moo U - - o
w 5 Q . ‘5 2
- o in w £
5 > E & B
i o m AR
— E m -
Ba ol £ de &o
UM s o G Lom
_U__:_._ Lt = [
. c 23 & m d o2
! m = o - - W .
i S E v u®r RS i
oWy, o _H m oo 1
Uy & = 1 I !
[ Q w 5
..l..m 14} - =R~ dt
| O - = g - el
; oo g c el Lt aq =
dht ) P ] L 1
nmﬂ n (L o - 4 - !
"pa Mwvoo sS4 S ]
o O ZZ €3 hoa
L9 £,
; =]
nd.m .+ = a D.....-.W.J mr
b 42w oW Y4
N o U - E
2 U Hoa Y
_ & 243 a3
Co WY o2 oa
g o w ¥ RH3 i
.lm.l V.._._q !
J & o o L
2, . :
—’ vy 2 o e =S [
T l

LA




Tm—
. F. Spec, C.B. F, T. Total
23.  With respect to the number of full-time
floor traders, in your opinion would fair

and orderly markets be better served by . .
a. . . . fewer full-time floor traders? 9 1o 35 - & 2 &2
k. . . . about the same number as at present? 21 99 83 10 25 2l 264
. o . . more full-tirme fioor traders? 39 Tl 50 23 23 20 226
3 1& 37 ZB4

d. NWot in & position to exXpress a
definite opinion at this time 30 76 b2

FPlease explain your choice:

The most significant comments state that it is the quality of the floor traders present that is

important, not the quantity,
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24.

With respect to the volume of floor trading,
in your opinion would fair and orderly markets

be hetter served by . . .

d.

Flease

Mot

much less floor trading?

somewhat less floor trading ?

about the same amount of floor
trading as presently exists?

‘somewhat more floor trading

much more floor trading ?

in a position to express a definite

opinion at this time

explain your choice:

2. F. Spec,
11 4
5 iz
25 93
21 37
] 46
T8 &l

Cl El F!Tl
13 -
20 -
99 1l
31 lé
22 8
2 1

Here again, most comments stress guality rather than quantity of trading.

42 Other Total
3 ] 32

5 l 43
27 2 277
16 13 134
13 11 119
9 32 233
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Disregarding your personal opinion of floor
trading, does the existence of floor trading
burt the "image' of the NYSE in the eyes of
the investing public or the financial

cornrmunity ?

Investin E_Public

Yes
FProbably
Perhaps
Unlikely
No

No opinion

Financial Community

Yes
Frobably
Perhaps
Unlikely
Mo

Mo opinicon

Waould you please give the reason for your
ANSWers:

Q. I Spec, C.B.
35 26 42
28 47 83
27 62 57
L3 Z4 28
35 T3 48
20 22 156
17 8 21
12 15 13
13 28 33
15 32 35
T 123 104
& l& 13

F.T. 32 Other Total
9 11 g 132
1 4| L3 163
12 17 19 194
4 3 L0 B2
11 a5 13 205
- 3 l4 T4
3 4 2 55
6 3 6 55
2 9 9 94
3 1q E3 108
22 28 32 383
- 4 15 fb

Recurring comments from those answering "Yes, ' or "Probably, ' indicate that 2 misunderstanding

of the role of the floor trader, and the desire to find a scapegoat in the market place on the part of

investors, has led to a lowering of the image of the NYSE,

Those answearing '""Ne, " or '"Unlikely, " ielt that the floor trader is virtually unknown off the Floor of

the Exchange, and those wha do know of his activities da not feel negatively toward him,
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26.  With respect to the ethicsof floar trading,
which one of the following statements rnost
nearly expresses your own point of view?

a. Floor trading is essentially unethical

b. There are some aspects of floor
trading which could be considered
unethical

Under sound rules and proper surveil-
lance, there should be not ethical

problems
d. By and large, there is nothing ethically

wrong with fleor trading
€. Floor trading is fundamentally ethical
{. Not in a position to express a definite
opinion at this time

Please explain your choice:

3

3

oL F, Spec. C.B, F.T, $2 Other Tatal
2 i 3 - I ] 2
15 G L2 - 3 3 37
78 Q5 126 10 30 31 330
21 50 45 5 20 12 l&3
a4 g0 51! 23 20 22 230
26 & & - ] 12 52

An often repeated comment states that there should be no ethical problems, given sound rules, proper

surveillance, and uniferm interpretation of the rules by floor officials.

S g e

oa

"
L]

e0T-4 toy

L=

5 'B302T Gy

'IIVH.IEIHIHGF
BY 33 0% vemInysTag

ENTXEYA T4




27,

. . - -t
f e d--.f:'-\.é_-‘}-'_\’l_ll..h_‘

Lt

e e e ]
. y . o - P | PRI Y oo
1

ekt lp

inr
A

With respect to floor trading rules, which one
of the following statements most nearly
EXpresses your own point of view?

a. Floor trading should be eliminated

b, Floor trading rules should be rmuch more
restrictive than they are now

Fleoor trading rules should be mare
restrictive than they are now

d. Floor trading 1z well-controlled under
present rules

Floor trading rules should be somewhat
less restrictive than they are now

f. Floor trading rules should be much less
restrictive than they are now

There should be no restrictions on floor
trading

h. Not in a position to express a definite

opinicn at this time

Please state recason for choice:

The large nurnber of members who feel floor trading is well-controlled under present rules also commented

oL F, Spec. C. 5. F.T. 52 Other Total
3 1 8 - | - l&

o 4 & - P 2 12

27 i9 41 - 12 7 11&
=9 187 14l 29 43 4% S08

& 16 7 4 5 5 43

4 7 5 3 pa 2 23

3 5 5 1 < l 19

L0 B 24 1 3 14 100

on the need for uniform interpretation of these rules by all floor officials.
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in your judgment and experience, are the rules

governing floar trading . . .
a. ., . , reasonably uncomplicated?

Unfavaratle cotnment
MNeutral comment
Favorahle comment

b, . . sufficiently comprehensive?

Uniavoerable comrmment
Neutral comment
Favoerahble comment

T+ o+ . clearly worded?

Unfavorable comment
Nautral comment
Favorable comrnent

d. . . . easy to interpret in practice?

Unfavorable comment
NWeutral comment
Favorable comment

e, . . . simple to apply on the floor?

Unfaverable comment
MNeutral comment
Favarable comment

f. . . ., easy to enforce adherence to in busy

maTkets?
Unfavorable comrment

Meutral comment
Favorable camment

[ Y] 4 R Sy e -

O,F. Spec,
22 43
- 1
26 114
13 20
26 135
23 62
- 1
25 100
18 37
- 2
21 117
L& 356
- 3
21 120
26 52
1 2
L5 98

CtB-l Fn T. $2 Other
47 T 15 L8
a8 AN 23 23
£5 4 8 T

1 - - 1
106 24 iD 3]
12 11 18 25
2 - - 1
82 16 22 15
40 3 14 1%
3 - - 1
o2 24 26 19
32 4 12 18
- - 3 1
g2 23 25 18
62 3 13 19
4 - - 1
57 24 26 15

Total

152

296

T

352

195

260

131

299

117

29%

178

235

g
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Ll B

e

i
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-

Y e

o

S o e

Other Total

$2

C.B.

Spec.

a.F,

Specifically, what changes in floor trading

rules would you suggest?

29,

Bl 18 30 lé 317

151

21

MNa changes at all

=

Mot sufficiently acquainted with the

b.

workings of the rules in actual practice

toc make suggestions at this time

Changes as follows

35 3o

23

33

3d
57

111

162

14

13

18

45

15

.

Because of the wide variety of answers to this question, recommended changes will be covered
A=34

in the next section dealing with further comments by members,
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December 19, 1963

—

TO: All Members of the Exchange

Fo—

SUBJECT: (Questionnaire on Floor Trading

Ae you know, the Exchange has retained the maragement
consulting firm of Cresap, McCormick and Paget to make an
independent study of Floor Trading. This firm has been actively
E engaged in studylng trading statistics, the SEC study and other
reports. They have also observed operatlions on the Floor and
Interviewed members and others.

The firm has found that it 1s impossible for them to
interview perscnzally every member In the time they have been
glven to prepare thelr Report., Since they would llke to have
the opinions of all members, however, they have prepared the
enclosed questiomnaire in which they would like you to express
3 your views on Floor Trading confidentially,

It is urgently requested that you answer this question-
naire as ccompletely as possible, and return it unsigned in the
_ enclosed envelope not later than December 30. Your cooperation
j in this matter will expedite the study and eunable our consultants
;- tc do a more thorough job.

_ ﬁ% /JM%

Enclosure
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CONFIDENTIAL SURVEY OF MEMBERS OF THE NEW YORK S5TOCE EXCHANGE
ON MEMBER TEADING FOR THEIR OWN OR THEIR FIEM'S ACCOUNT

! INTRODUCTION

L As Mr. Watts pointed out in his letter, this is your opportunity to express yvour
thoughts anpnymously and in complete confidence., When you mail this questionnaire
" to us, it becomes our property and no one connected with the New York Stock Ex-
change will ever see it.
We wish we could talk with all of you, because those members with whom we
 have talked have been most helpful. However, in the time available we must rely
on this guestionnaire to get your opinions and ideas.
Some of your fellow members have aided us in making sure that this question-
" naire is clear and practical, and will provide answers which will materially assist
1 s in our work,
u ~In addition to the guestions, space is provided [or any additional comments you
may wish ko make,
‘ Please return the enclosed guestionnaire UNSIGNED in the ¢nclosed envelope
no later than MONDAY , DECEMEBER 30, 1963,
ﬂ If you have any questions, please call Mr. J. W. O'Reilly or Mr. T. E. Jensen,
i of the Floor Departiment.
Thank you for your assistance,

-]

Yours very truly,

CRESAP, McCUORMICK and PAGET

YOUR CLASSIFICATIGH

'] THE PURFOSE OF QUESTIONS 1 AND 215 TO ENABLE LIS TD CLASSIFY ANSWERS BY PRIMCIFAL ACTIVITY

OF MEMBER AMD BROADLY BY SIZE OF FIRM.

. As o member of the New York Siock Exchonge, what is vour principal activity?

CHECK ONE
a. Membter not normally on floar - 1w
b. Specialist i
£, Commission braker — i
d. Floor trader _ tua
e. Two doller broker —————e 1-3
f. {hther (bond, odd-lat, ete.] [, P

THE FOLLOWING QUESTION 15 TO BE ANSWERED OWLY BY SPECIALISTS, COMMISSION BROKERS AND MEM.
BERS NOT NORMALLY ON FLOOR.

2. What is the total number of active partners or holders of weling stock {members and ollied members) including your-

self, i your firm?
CHECK ONE
a. Individual member - a- 1
b. 2 - 4 ——— 32
e, 59 —_— 2.3
d. 10 or mare z-4

g
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YOUR FIR#’S POLICY OR PRACTICE - TRADING FOR SELF OR FIRM

" QUESTIONS ON THIS PAGE ARE FOR ALL MEMBERS

3. Daes your firm hove apelicy or practice which:

a]

a. Rostricrs sil-floor orders for the Firm gccount or its Exchange members from being entered during Exchonge wading

T D g T
- ™

hovrs? CHECK ONE
Yes -_— 3
Nao 4 b
Mot applicable 3-3[
b, Specially labels oH-floor orders os being for the firm goeount or Exchonge member's account when they ore seat to i
the floar for execution? [
CHECK OME &
Yes art . c
Me JR——)
Mot agpplicakle —_ -

c. Imposes any other restrictions (in addition ta the NY 5F regulations) goverming off-floor trading for the firm or

ven B o

Exchange member's accopnt?

CHECK OHNE
Yes T U ¢
He - sz
Mot opplicable 12

if yes, pleaze describe:
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YOUR FIRM'S POLICY OR PRACTICE - TRADING FOR SELF OR FIRM

ESTIONS OW THIS PAGE ARE FOR ALL MEMBERS

Dioes your Firm have a pelicy or practice which:

o, Reauires priar sppraval by any other partner or officer before execution of on on-foer Irade?

CHECK ONE
Tes - a3
Mg [ )
Mot opplicoble -3
b. Limits on-floor trades to those intended to be of long term (6 months er mere) duration? CHECK ONE
Yes Ty
Mo I PY-
Mot applicable Ted

¢, Requires thot orders for own necaunl be relayed back from the Alcor to your order desk before exsculion?

CHECK ONE
Tes —— g
Mo [ -
Mot opplicoble S T

d. Requires that any erdees for the account of a floor member be entered before the opening or afer the close of the

market?

CHECK ONE
Yea _— m
) Mo N T
’ Hat applicable - u.3

Does your firm imposa any other restrictions {in oddition © the NY3E regulations) geverning en-fleor trading for cwn

acraunt?
CHECK ONE
a. Tes T
b, Mo - Ib-2
o Mot oppliceble I T P

IF yes, please describe:

Does your pelicy restricling on-floor troding extend to 32 brakers whe tronsast business for your Firm on a continuing

basis?
CHECK ONE
a. Yes e
b, Ma i
. Mot UF'P“CDHE 1
- 7. ’
i N -J.-'.I,L '@*1{5';‘“' . ’ﬁf.t‘ :.}.fl;._.{.. , {J\. ]
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YOUR OWN EXPERIENCE TRADING FOR SELF OR FIRM

I¥ never, plegse check:

GUESTIONS ON THIS PAGE ARE FOR ALL MEMBERS

Almast doily

Abnur grce or fwice a week
Abaut snce or twice o manth
A few times a year

Hever

Frahibired by firm s palicy
Mat our firm's pracnice

Just too busy

Fersonal preference - dan't core

. 1
tz trade for ewn or firm s account

MNet on flopr nermally

Oither [please explain below):

7. Generally zpegking, 1n the past 24 months, how often hove vou executed an an-floar Iransaction for your own or your

{irm's accawnt tother than in stacks in which you are regizlered as o speciolist or odd-lor dealer™)

CHECK OME N EaCH COLUMN

Chwn Accauoal

Firm's Account

- Yi-
Lg-2z 13-2
17-3 13-3
1E-4 13-4
12-5 13-%

CHECK ONE OR MORE IN EACH COL UMN

Dwn Account Fum's Account

La_ e [ T IO B
14924 [ R
14-8" 15-3
14 4¢% e ey o | S-0
1a-5» ——— WS -5=
14-C* 15-k

B In the past 24 I'HCII"ITI"‘IE.‘ kow often hava yau entered an off-floar order for YOUT Swn oF your firm's aceaunt?

I never, please check:

Almo st daily

Abaut ence pr lwice o week
JAbout once or twice g month
A few fimes a year

Mewer

Prohitited by firm's palicy
Nat aur firm's practice

Just tog busy

Fersonal preference-dan’t care
trade far awn ar lirm's agceyni

hher [please explain bels w):

CHECK ONE I EACH COLUMM
Dwn Account

Firm's Account

Ea-1 17-1
16.2 72
Na&-3 173
1f-a 1 ¥-a
[N TN ] S R - |

CHECK ONE OR MORE M EACH COL UMN

Jwn Accound Firm's Account

1814 —_— 1Des
1g-2 — e 1R-3%
TR _— o 13-3-
19-4°" 1&-a-

P e R Ay e p Vel e —
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YOUR OWN EXPERIEMCE TRADING FOR SELF OR FIRM

QUESTIONS ON TH1$ PAGE ARE FOR ALL MEMBERS

¥, In terms of dollors invested, roughly what proportion of NY5E transactions {on: floor and off-floor] for vour own ar firm's
occount during the pas! 24 manths did you make with the intent that these tronsactions be of long-term {& months or
more, durabion?

CHECK ONE IN EACH COLUMM

Owi Accoyunt Firm's Account

On-Floor OFf-Floar On-Floos Cil-Flogr
Al 2041 1.1 7a-1 213-1
Most 2p-a I 7.2 232
Abeayt half 203 20.3 — e 12-3 pa-3
Lecs than half 2.1 21-a 2.4 23-4
Feaw tp-g zi-n 7385 FEN
Mane 26-5 21-8 225 23-5
Hot applicable 2a-3 21.7 227 z3-7
Dan‘t know ip-8 21-B . 13-
Y

- ?r“ ’g{'&r;f‘i £l

e

__.-....——l-—..,? BT Io f*':r'* :“**—"—m rTa

‘f-.if

ﬁ

..-Lu-

i g ks
*-"!17-1E ]

Tt s

.



DETERYINFD 10 BE &g

T . . Y B | :_ s " L . ' -Ijll;.
‘.'E' Fﬁ!ﬁm:nﬂm:ﬁ:m:nmﬂﬂm_ T S T ADMINISTRATIVE MARKING T |
- I:_‘_- ) ‘ - . . ._.'. s : I'-'.h! - J : :-I._'- .:_'-.. E.(, ]2"36-5_ Sﬂctiﬂn ﬂ‘lﬂﬁ ‘: R ;
AT T R T TR S Bl e VRS Datn_ sl N i
' ! R S R R E N ¢ ;
an e R R e R T e g e i
. 1_',5' : .\: L T l,.‘.:"‘-":’.tl}_;,ﬁl L F P e R R T P

YOUR OWN INTERPRETATION OF FLOOR TRADING RULES

QUESTIONS ON THIS PAGE ARE FOR ALL MEMBERS D QU

BECAUSE OF THE COMPLEXITY OF FLOOR TRADING RULES, THERE MAY BE PROBLEMS OF INTERPRETATION!
WE WOULD LIKE YOUR OWN INTERPRETATION OF THE RULES IN THE FOUR EXAMPLES DESCRIBED BELOW mmLﬂ 12.
ING TRADING ON THE EXCHANGE. PLEASE ANSWER THE QUESTIONS AFTER EACH EXAMPLE.

10, Floar broker A phones an order from the fleor 1o his office b buy 100 shores of ZYX stock for his own aceount, The D
order is sent to the order desk ond frem there back to the floor designated as breker A's arder. 1t ie executad by Hoor

broker B of the same firm.

o, Do you comsider this fransaction on on-Hoor trade? . CHECK ONE D
Yoz —— 240
Na e ]:
Mot necessarily —— 22-3 %
b, Would Floor broker A, who originared the ironsaction, be required to report this transaction gn Form 827 '
CHECK ONE [
Yes N r
Mo _— 35-2 E
Mel necessarily —— %3
¢, Would floor broker B, in executing the order, be governod by the rules geverning on-floer roding” [:
CHECK OME :
Yes —— e
Mo —_—— 26T ]
Mot mecessarily PP

d, If the order hgppered to be executed by floar broker &, when it came back to the Hloor, would yau consider it an

on-Neor 1rade?

- T3

CHECK ONE
Yes _— 371
Mo ——— 27-2
Mot necessarily —_ 27-3 13.

11. At o partners’ meeting of member fimm D, it is decided to buy 10,000 shares of stock ZY X for the firm account Partner
Jr who is also 0 member of the Exchangc and wak presonl of the meeting, then pruceeds to buy an the Hoor the ]Ur[K]U

share s during the ensuing week,

o, The accumylarien of this black rs subject ta the rules goveming . . .

LHECK ONE
Flaor trading —_— e 2
OH-floor trading —_—— 2B-d
He,ther - 2B

b, Which form or farms sheuld be sybmitted to the Exchonge in connection wilh this secemulation?

_[“_:_J._ .
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YOUR OWN INTERPRETATION OF FLOOR TRADING RULES

QUESTHIOMS G THIS PAGE ARE FOR ALL MEMBERS

)
12, Specialist B, while af his pest ot aven, summens 32 broker C and gives him on order to buy 1,000 shares of ZYX stack

in which B it not registered as a specialist,

o. Would 52 brokes C be governed by the rules covering on-Floor treding while executing this trade? CHECK ONE

E Yuos . za-s

P [ T §

g Met necessorily _ 713
b, Whe would be required to repert this frongoction on Form 827 CHECK {ONE

U Spucialist B —— 3

42 broker C 3oz

Belh B and C . I
1
|
1

MNueither ——_3p-a

¢. | specialisl B had given 32 beaker C an order to buy 1,000 shares of ZYX stosk while at his post ot 9:45 in the

E

marning, would your consider the execution of this erder an on-flgor trade?
| g CHECK OME
Yes [ I T
Mo — 3 1

Mot necessarily i

d. |f specialist B had given $2 broker C an order 1o buy 1,000 shores of ZYX stock while on the roin after the close of

the marker, would you consider the subsegquent execution of this erder by C an on-floor rrade?

CHECK ONE_
Yes _— 3241
Me —— T E

Mot necessarily -_  3z.m

preceding close, Simultgnesusly, commission broker B elfers 1,500 shares long (public order), commission brekers €

ond [ eoch offer 5G40 shares long (public orders), ond floor trader X offers 2,000 shares long (from ewn account) =
all ot 91,

Under axisting rules, who is entitled 1o sell? CHECK ONE

[1 13, Commiesion broker & bids 91 for 2,000 shares of ZY X, 174 point balow the last tronsaction ond 2 points belgw the
U a. B and either C or D [settled by toss) PR

b. B and sither C ot D or X (sattled by doss) I T
co Band X toss;, if B wins, X, C ond I toss - 33.2

T o a3.a

Co you consider the existing rules governing this ransaction fair to all concemed? Why?

Bl
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VOUR OBSERYATIONS OF FLOOR TRADING ACTWVITY '
QUESTIONS OM THIS PAGE ARE ONLY FOR MEMBERS WHO 4RE NORMALLY ON THE FLOOR %

14, We woueld like you ta indicate how fleer trading octivity has affacted the market in certoin situations which you yaurself b QuE
. have abserved on the foor sver the past 24 months, []‘,5.0_
Listed below are ? market situanions. 1m ench situation where you have observed Hoor trading activi tr, please indicate | |
whether floor traders were vsually buying or usyally selling for beth} ond whether ~ based on what you sow hoppen — VL

~this flaer trading activily has usuolly helped or hurr fair and orderly markets, tor both), o
If yau abserved floor trading, but could not determine whether it helped or hunt Fair and erderly morkets, please cheel theiT
opprapriote Could Mot Say'” calumn, ¥ you cannst recqll observing eny floor trading fer o given situation, check the .

“'Did Hot Observa" colymn for thar silgation, ' 1 ke,
YOUR OBSERVATION OF: BID NOT 1]
Floor Trader Buying Floor Treder Salling UEEE%;E 1
MARKET Could Could TRADING
SITUATION Helped Hurt Mot Sey Helped Hurt Mot Say ACTIVITy &
a. Delayed Opening e deEr  ____ 3d.2+ 343 Fa.ar ag.5- Ag-g5+ T i
b, Fecpaning LEE $n.20 320+ o 85.a- L af.ne 3359 e 35 ]
e. Large Buy Order A 36.2 3630 ap.an 155+ 268+ setp
d. Large Sell Ordes — 371 3T.34 1.3+ T-&7  ___ i7-5¢ 37-p- _.n-q"
e. Active Stack —_ 384 3g.z- 1gaar Fhod' o 3R-14 T LR O
f. lngctive Stack LYY ag-go 39-3% ______ F4.a4 AB-K= k.G 13-
g. Unsettled Price Cendition LT T T P g ip.3e ap-4s Ag-de w5 40
h, Murhe'r Crisis
{o.g. 57239/62 _tar 4.2 PR Q-4 adems 41-§- w1
i Other [pleuse specify):
' 4.1 L az.ze AE-A . AE-&4 ___ a@-%r az.g= At e t
15, From your own observotions on the foor over the past 24 months, have the various classes of members shown below —
when engaging in floor trading — conducied their oclivities in o clearly responsible manner?
CHECE HE 1IN EACH COLUMN
Principal Activity f Member
Floar fommission $2 4. H
Trader Broker Braker Specialist Other
Yos - all dg 3.1 441 $51  aga - 4T
Yeos - mast do —_— 32 o a2 am.z a6.2 —_— 412
Some do ond some don't A% % . aa-3 253 a5.3 — 7.
Mo - most do nor ™ - - ad-a ak-a 29-a as-a T
Mo - all do ot 4328 3-8 4T-5 .. _anen _ o at.s
: Mo apinian —_— a%.5 e a5-a ac_s —_—its
: I thera have baen instences of floor treding which were nol cleorly respensible, pleass indicate in what ways:

T L T T ae—
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YOUR OWR OBSERVATIORS OF FLOOR TRADING ACTI¥ITY
!
GUESTIONS OM THIS PAGE ARE ONLY FOR MEMBERS WHD ARE NORMALLY ON THE FLOGR. I
|
o, In the past 24 months, heve you persenally observed any instances of questionable floer trading prectices?
' CHECK ONE
Yes Y
Mz . ag-z
Mot applicable — AR-3
b. If yes, whaot were thase proctices? FHECK CINE
OR MORE 5
Frice manipulation e e 2Ee] ,
Congregating - t9.z !
Deminating morket " 4u-d
Unauthorized aecess 1o :
braker"s order ———— 45-4 i
Unaytherized aceess 1o !
speciafist’s baok —_— 453 |
Improper bid ar offer —_ e 4%-% |
Dther [plegse specifyl:  aweT :
I
— — |
|
|
|
¢. How often did these instonces accye? CHECK ONE :
Once or twice —_——— 35-1 .
Three or four Himes —_— B2
A half dazen nimes — L Fu-n
A dazen times or more - sp-a
!
d. How mony different individual & indulged in thess practices? CHECK ONE '
One I Y |
Few B '
Half dozen B !
More thon @ holf dozen — 1.4

-v-j. A ﬁ':ql‘_-\:ﬂ"\- n\‘"-"h -r*,q f’-ﬂ -':: .'!H--r.r ;—:—‘r-‘ﬁ- i

: nﬂ‘
L.
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QUESTIONS ON THIS PAGE ARE ONLY FOR MEMBERS WHO ARE NORMALLY ON THE ‘FLOOR QUE
17. In your activities en the floor, hove vou personally enceuntered any instonces in ﬂ-né_ past' 24 months where HNoor traders 19,
hove homperad your awn afforts to complale o transoetian? . S ) T CHECK ONE
[+ {:Gl‘lﬁh:!nﬂy- o I ]
b. Freguently .~ . apep
c. Decasionally w  5z3
d. Seldam ' s@-a ]
e, Mever _ — az-s
f. Mot applicoble e )]
18. In your ochivities on the floor, have you personally encountered any instances in the pusi 24 months where floor raders
have helped you te complete a transaction? '
CHECK OMNE |"
a. Conztontly I ¥ YR 2
b. Frequently —_— stz |
& Dccasionglly —— 533
d. Seldam e siaal]
e, Mever . % S
f. Nat appli coble —_— :.'msl. L
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25 With espect o the eihies of Deo tadiun el on- el il dailowing siciements mo sl nearly expressos your o a7

LTI PR B

s Fiow wosing iy esseovially unsthical

. The o we seme aspecis of floor trading
. chich coule be cansidered unevhical I 3 B
. Unem sound rulzs and proper surveillaree,
ige shoul-:' be no evhizsal prnl.‘.\lems
<y By g lurge_. are 15 nof|1ir|g E.‘Thid:o“y
wesng wiin dloer troding £7n
<o Fige e teading i funggmenraily ehice —— Lt
<Rl e gositaz ta sxpress a definite
¢miimen at thrs time
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QUESTIONS ON THIS FAGE ARE FOR ALL MEMBERS

I YOUR THOHGHTS O FLOOR TRADIHG RULES
i

vigw?

CHECK OME

[IF With respect to Hoor treding rules, which one of the fallowing statementz most nearly exprésses vour ova point of
'
|

a, Fleor trading shou ld be eliminared

681
_ b. Floor trading miles should be much more restricn ve
l than they are now Ba-2
'r' £. Floar trading rules shauld be mare restrictive than
' they are now #a-3
: d Floer trading is well contrelled under present cuies Eea
e. Flaor troding rules should be somewhat less
' restrictive than they gre now Ba.5
g f. Floor trading rules should be much less restrictive
. than thay ore now F8-5
. g- There should be no restrictiens on Hoor roding ]
h. Mot in a position to express a definite opinion ot
this fime Ee-n
Fledse state remson far chaice:
".E'E. [n your fudgment and experience, are the rules governing flear trading . . .
PLEASE COMMEMT ON EACH
: a ... reasonobly uncomplicated? 6o
- b.. .. sufficiently comprehensive? —_— To-
' t. ... elearly warded? 1.
d. .. . easy bo infetpret in pracfice? L E
: _ c. ... simple to opply on the floor? 73-
i f. ... easy to enforce adherence to in
busy markels? 74-
Q. Speci[i;uﬂy, what chﬂnges in Haor Trading rples woyld yo suggesr? CHECK ONE
4. Me chonges ar ol 789
k. Mot sufficiently acqueointed with rhe workings of the
rules in actugl practice to make suggestiens of
this time T3z
c. Changes as follows: 73-2

5.
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YOUR FURTHER COMMERTS [

This space is for all members' cormments, ideas and recammendations. Attach
additional pages if necessary.

Thank you for helping us to develop an authoritative account of floor trading. .—.EL

CRESAP, McCORMICK and PAGET
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