2, July, 1968

To: All NASD Members sad Branch Offices

A real and present danger in roday’s securities markets is the jncrease in the speculative fever
which appears > be gripping a large number of individual investors and 10 some extent institutional
mvestnrs,

Particalacly in view of the industry’s crivical paperwork backlog caused by currenc high sales
volume in both the lsted and unlisted markess, any firm policy or operating procedure which adds
o or encourages customer speculation s uvawarrasted and should be reviewed carefully hy man-
agement.

Buring this perind of high volume and possible specalative abuses, where opezationai diffical-
ties do exist, such acuvities av sales contests, special incentive programs and jvcreases in expendi-
tures for advertising or promotionsl lterature are inappropriate.

dinte one of our important functions is that of service, it would be equally foolhardy 16 in-
crease continually sales forces andd sales rrajoing activites at the same time that your operations
depariment aod s personnel, as well as dearing and transfer faciliries, cannot hasdle prescos levels
of securities transactions.

One arer of imeowdiate concern is thar of new equity issues which increased fonrfold in 1967
aver 1966 and this rate has recelorated so far this year, This has been accampanied in many isstances
with substantial premmms in prive, It should be pointed out that historically this kind of a new issuc
marker has resulted in excesses that have eveorually Jed to severe rcdd;ustmem Therefore, caution
shoald be exerdised so thar members do not contribote 1o these excesses in this area.

Some NASE member firms bave voluntarily initiated their own meassnres o help stem rechiess or
tmprudent speculation ami excessive volume. A few of these policies are described below for the

information and review of all personnel charg cod with the admimstration or management of NASD
member Hrms, o '

ot Amanan s s nn pnnn

. Limitations o8 new issue transactions in the period immediately following the offering.

Z, ’i_fhe disallowanee of cormmission payments. tosalesmen on transactions in low price sevurities.

}at”;egmemd xqmuamm,gsmgm&tmme t}m daems hme securitics in d;czt

The rcguirem

£ig ht W den} LB O pavmt,nts ‘on sransactions Whu‘t the semnrms are oot deinucd bv the cizmt
in an approprizie leagth of tme

?mpmmg monetary penalties for eorrections that must be made on confirmutions or other r
ords wh;dz are cased by 2 registered represeagative error, |

5. Clieny soopunes which babinslly require sxsensions o time for payment or delivery shoudd be
rf«":evv ed ffcqucudy

It should be emphasized that the anti-speculation measnres described in this report were volune
tarily adopted hy some NASD member fivms and may ot he appropeiate for the opeeations of all firms.
However, we feel that menagement personm,l may fimld the pruwdurcs outlined here useful in decid-
ing what steps should be wken in conpection with their own operations,

Sincerely,

B ) dit

Richard B. Walbert
President




