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Information Circular ♯lQ9-68

AM電RICAN S冒OCK EXCHANGE

Membershlp Services DIvIsIon

ME MORANDUM

I肌e 3, 1968

To:　　　Members and Member Organlzatlons

Subject:　Member Firm Efforts to ControI Speculatton

In January, the Board of Govemors of the Exchange issued a dlrectlve

to member organlzattons in an effort to help them dlscourage unwarranted,

unlnfomed speculation. The directive asked member organlzations to

.　revlew recent transactions for unusual concentratlon.

.　conslder the adequacy of thelr sales policles,

.　revlew sales procedures with their reglstered repre-

Sentatlves wlth a vlew to dissuadlng unwarranted

SPeCulat10n aed cautionlng customers of the risks

lnvoIved, and

.　review the use of purely technlcal or market factors as

the 3Ole basis for recommendation3 to CuStOmerS.

In an effort to ma丸mlze the effect and beneflts of the §urvey. the

Exchange ls summarizlng below the key responses received with the view that all

member organizations wlll be lnterested ln studylng the ldeas and measures being

used to gulde customers and protect them agalnst uninfomed and unwise partlci-

Pation in the market.

〈○ver)



The increaslng activity in the securities markets makes thls sunmary

Partlcularly approprぬte and helpful at thls tlme. In forwarding this materぬl.

the Exchange urges each member organizatlon to review lts surveillance and

CO叫Pliance procedures and to adapt to lts own use any of the steps listed below

Whlch lt ls not uslng and which may appear useful and feasible.

Methods and procedures empIoyed by member f競ms to counter

unwarranted speculation may be generally summarlzed as follows:一

Transaction Review s

Member firms are taking a number of steps to revlew transactions

in order to detect unusual concentratlon in low-Priced or volatlle

lssues and to detemine the記aSOnS for concentration, lncluding:

.　A dauy revlew of the blotter to detect unusual actlvlty.

.　Da11y and perlodlc revlew of transactlons′ by securlty and

by branch omce, for slgns of concentratlon.

.　Dally or perlodlc revlew of activlty in each customer account.

Wlth emphasIs on very actlve ac∞untS and new accounts.

.　Adetalled review, in the case of clearlng flms, Of the

Weekly and monthly Concentration Summarles provided by

the Exchange.

.　Prompt investigatlon by the responslble partner, Sales

manager or branch office manager of any and all unusual and

unexplalned activity and concentration of transactlonsこ



Sales Policies Oriented to Excessive Speculation

Some or all of the followlng measures are being empIoyed by firms

in efforts to hel p control excessive activity and interest on the part

of customers in low-Prlced or volatile tocks:

.  Imposing more stringent margin requirements on volatile

and low-Priced issues, SuPPlementing the Exchange's

Program Of special 100% inltねl margin requlrements on

selected lssues.

.　Llmiting or ellmlnatlng commlssion eredlt to regis亀ered

representatives on low-Priced issues (llsted and/or over

the counter). some flrms. for example. on lssues sel11ng

under ;2, SOme On issues below $3 and others on issues

under $5 per share.

.　Prohlblting so11cltation of orders in lctw-Prlced or partlcularly

VOlatile lssues; marking of such orders as unsolicited;

requ血lng that customers indlcate in wrltlrlg thaLt SuCh orders

are unsolicited; requiring partner approval of sollcited orders

in low-Priced or very volatne issues.

.　Prohlbiting so11citation of any orders not reasonably based

On PrOPer eValuation of investment merit or not appropriate

to the clrcumstances and objectives of the customer.

.　Requlring par血er approval and initlal11ng of all orders in

low-Priced or hlghly volatlle lssues.

.　Refu§al of all orders in low-Priced lssues.





Basis for Recommendations to Public Customers

To be sure that recommendatlons to customers are soundly based

and appropriate, firms are following:

.　A po11cy that registered representatlves may soliclt orders

Ohly ln issues recommended by or approved by the虹

research departments.

.　A po11cy that technical or purely marketぬctors may not

serve as the sole basis for recommendations but must be

used only to complement fundamental ref:earCh.

A revlew of this llst of policles and procedures, and e錐ective use

Of any whlch may be appropriate' Should assIst member孔rms in strengthening

thelr efforts to assure proper tlandllng of customer accounts ln the face of

helghtened speculatlve lnterest and posslble excesses.

Questions regardlng this clrcular may be dlrected to the under-

Slgned′ telephone 964-3200, eXtenSion 20l. or to Mr. James E. Bacon. VIce

President, Survelllance Divislon, eXtenSion 357.
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