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P.P.F. 
'l'O 'lH! COfJJR!SS: 

If 
I reco:~~~~end to the Coftttrur legislation~ 

~trh ; e:"\ror Feder al aupervi 11ion ot trattic in 

investoont eecur1 t1ealoi, ~;,'JiAst;J;--t~~--

In r pl te o r many a tate a tatutea the public in t he 

put haa auatainecl sever e loaaer through practicer ne1tber 

ethical r,or honert on the part or many per sons and cor porations 

aell1DB sec uri tie a. 

or oourre, the Federal GoYeriUient cannot and rhoulcl 

not taka allJ' action which might be oonatruad aa approYing or 

guarantoe1q; t hat newly issued aaouri t1ea are sound in the 

"' TC:I" aenae tha t their value will be maintained .m"'the proper ti ea 

which they repreaant •ill earn protl t . 

'nlere ir, ho.avor, an obligation upon ua to 1naiat 

t hat every haue o!' new aecuritier to be aol cl in interate.te 



2. 

co111111.erce shall be a ccompan ied by t ull public ity and inf ormation, 

and that no eaaent1ally i mportant element attendi ng the i ssue 

aLall be concealed traa the bl.iy1ns public. 

Thi s pr opo11al adds to the ancient rule or caveat 

tlcu.tr:,, 
emptor, the t urtbor ~ "let the s eller also beware. " 

It puts tho burden or t olli ng the whole truth . on tho .••!lor, -J­
)r ri....JJ ~·;,. ;:..J.,r;;., ~.t.-.sr.t•.J..:, - Ju..,.r. .. "'-"/A.-.~ 
._, bring back pub.f1c cont1dence . 1• n · '"teV ' !Y or M"i•~ 

sl t ld &OUt'!) inetO<'II88 thch a 1 t h r ough b ?fiQll$ lhea:l:ftft. 

The purpose ot the leg1alat1on I suggest 1e to p r o-

11.< 
teet public~ with the least poaaiblo inter -

"-
ter ence to honest business . 

~~ • 98' 1 U:Ol vfit b I p ] ~i a 't $»!.' Ueg 1a but 

one step in our broad purpose o r protecting 1nveatore and de-

poattora . It should b e followed by l egi slation relating to the 

b e tter aupe rY181on ot the pu.rcbeoe and sale ot ell pr oporty 

dealt 1n on exchanges , and~ by leg1alat1on 



.. 
j rr.£ .. 

to correct unethical and una ate ~on the part of o tf1cera 

and directors of' be.nka and other corporationS. 

What we seek 1a a return to a clearer under standing 

ot the ancient truth that t bose who manase banks, cor porations 

.wtuJ;~ and ot her agencies handl1fl6 or .......... otJie r people ' s money are 
A 

trusteea acting tor others. 



-· 



Inv:~.,uarr U )''>ul•atr_~hJ1_7JlOHnc 

lrtl 41U t •m tor F;.df'rlll Ml "''f'Yld"'flfk~{';:tftc ' " 

t ..... u-.rnt VCI,lrlttf"s I n td 

"1'nh h t ut -• lltp ln ou r bro..J. Ollr p•u• 

or proV e U Ac lnl't-aton Mid dll'f'CUlU.rl . It .._,ld 

be> rolloll·<.! b J l t't:l llatbn r r!• U l"C t.o tbeo bfott"'f' 

aurrv1,tor. or t.h., -..oi'I:I•:M' Mod .. tf' ot' ..tl Pnr.""rtl' 

de"t~l t. •ltn on ":n:h£nce<~ . · 

• . Tut• .rP' r reu l}u ,.rrg~ ! .. ~ ... tul ¥u·tc;. 

""~!E.""':.~ ·- ""--' - '"'-I-' :f' . ~-:,:::.a ' "' . .. ~ {r:;: 
. - ~~-

- 1 •• -., , .. ,,OF! 0 ilt:f) 
y_,.,...,._ln•t.booto t~te t , "1o:. .. ,..,,.,., t.-o•t ~ - J 

out 1lJr ~'.t' rtrU :>!" •,.rttl'lllll" lrYriJt '!lrflt , r-alll'd: ;,;L ~ 
1:'" .:lat1on baa bf''D Udf' r.r t-10 1Hvrt.,, ~<! ru· 1~ 

t.» ,. 11111 tor t..,;or ~ -oulo:S tond ror t.'l.o• r •ho t"OUid 

not a rrorJ t.!J r ::.ble. 

Gtlctt s;rn:l tton na• I"Uft t.._ .ed,. l"ro. t.he 

1:1 t v t <tual Wet baa rla.ll:rd h ll pq ~n-1~ or htt 

DNt:er ttYIM;<ll on 1 ::Jtr'tn t ranucU 'lr! l n't'Olll'llll 

a t.o"ll:l •1th W»JoC' trvt> .,. lu,. h4' .. ,., .no\17 u~fntltar, 

t.o tiv' pool of tndh1.o,~\ltll or cor;~Qratlon• •Hh hrce 

,.,.tnurce., ort· n not Ur.rtr o -.n -tll4h -thl b)' _.,,.,.._ 

l a ttoa to ra1 H o r dtopN'U .. r~~~.et (uot •! t on • =-a r out -tt 
"' ""' .,., "'- J .PJ rb 'fl.;. ~~;.. e.., -f. . 

4w.-"''l"~ "' . ( fJ ~~ ~A, 1-¥ 7' '}),,..,.,~ 
)t-..... ...fL, ··~--~-~-·•</, ,, 



The exchanr• ln aan: peru or t.h~ country 

llt!.teh deel ln ucurtttea and e-odlUea conduct , o r 

courM, anattonal bvalneaabte~aethelr eultO"''I'ra 

lh·,. ln •n•ry par t o!' Ull' oount.J'7. The aanac,.rs at 

Ll)•ne t'uhancea h.av , lt U true , o~n ~'l,;PCt.J".......,:. 

t/J-I;.:~n:1; :~l~•. '~df~~.e!.R 4. 
~A"ro..S ~lley o r natlonal N"CVl,.t l'XI,~ , J. 

tb . ::d:. ilWI64SI Z I•&.•:"" ~~~~~' 
[t ts v bl'ller that ~xcllaacr• tor 4 t"lll lnc 

ln •"cvrltles and e~lUtoa erl' nl'euaary Uld or 

4etlnlu vo.lut' to our evt111'1'e1el and arrt cultunl ur ... 

Nevcrth.d,.,.. , 1t IMOUlc! be Cl\lr neUonal pOllC)' to 

I'I'Sl1'1Ct 0 ., f"r aa ~Ulbll'0 tbtUS"O(ti,Ht'X-

cbat~C'S ror punl)' lpPeulllthl' Oi)f'ntl,.,:ll . 

I t.'lt~fOrl' r f'C:T.Ii:l.-=4 to th• C'oncr•n thf' 

enact..:nt of l PCl sleUJOn p roYldlnl: tor tba l'"fU!Ulon 

b)' th,. i'..St-1'..1 Co•erruamt or tile o;J~ratbna or n·e~~:u 

4•·&11nc 1n ..-cvrlUe a &n4 ~ltl•• for tO• p"''V.C-

U oo ot lnw,at.ora, ~or the .. !'IP'I111111'1h>r ot •~luea , !IIDd 

ao tar •• tt :ur ba po~atHa, tol' t lloo f' \taltlaUoo or 



In 'V' •aaq:e to 701.1 laat March propo•in& le&1alat10D tor Federal 

.upervili OD of trattic in in.,.etMI:l.t. eeeuri tiu I l&id 

•Thia ia but oae et.ep in our broad purpoae of protectin& lnV .. tora 

and. d.epoait.are. Itehould be followed tv l eci a:U.tion r e.U.tin& to the 

better euperviaion of the purcbe.ee and Nle of all property dealt with 

be benefited tv tbeir aound pem-

~NCt reJUla.tlOD. 

Ufectiwe pern..a.t reJUlation .uat lodge cootinulni power 1D • 

penwmt ada1nlat.rat1n •cenc::r to t 

~ore• ccapllance with tM l.a•. I t. • 

pric .. and. the creatiOD of fictitioua we 

penooe of liait..ed MMa (and protect the t 

pre .. ion of the value of hie produota.) It • 

HCurit.iee offered 



t.o puree MCUritJ.ea {aDd 

Ule Mller be'M!'e or aiaroPN:aent.aUona 

be.nkera a.nd lu'okere entrustA>d with r ... 

or ca..erce at~d induat.ly and the rbk.inc 

t.he uneeonoaic diversion or n.o.t1on&l 

ucw) IIIIJ hereaft.er ~ aaaured ot 

c IJSt.. --r be 1naulat.e4 ap.i.nllt 

that insiders 111q no loncer lflWJ' 

vast tribute b7 unacrupuloua uae or such .arket places. 



been broll,lht on n unethical ••thod• ot tinan and bankifl8 a~inatA 
apeculat haa also bean a contr1but1fl8 ctor. 

This Congress liN pertotwed • Ulletul aerviee in proY141nc tor tM 

dho~t. ot ~ banke tro. the bmtat.ent bu.ainen and. t'Ule prot.ectloa • 
ot t.he i.Jr<oeaUnc public by noquirinc tzoue t.ntol'I'&Uon relatlna; to otterinp ot 

aeou:r1t1ea . 

'nlere r -in11 t.he taot , however, that. outa14e the field or leJitiaate 

1n•eetaent , naked ~ulaUon haa been .ade tu too all u:r\111 and !ar too ••'1 
~-' ' ..,...,.,. tor thDaa who could and. thoM who oould not. attord to pable. 

' 
Such apeculaUoo haa run the acale troa the 1ncU.Yidual. • bo baa rhkild 

atockJ with whoae trua valua be waa • holl7 unt.....War , to the pool ot 1nd1rlduala 

;.jfi-,t 'fll~rr:; • • , .... ,. 

or oorporatlona with l arge r eaourcoal\ which IIOU£ht b1 • An1pula.t1on t.o r aiae ,. 



or depree• .arket q1.10t&t.1one ru out. or Un• w1 t.ll reaeon. 

The exchanps in IU.f\1 pe.rta or the COtmtry which deal 1n 1eour1 Uea 

and cOUIOdJ.Uea collduct, or oouree, a national bual.nesa becall8e their cuat.o.ere 

true, often taken at.epa to correct certain obottoUJI abuses: and Tet. beca_. U.re 

11 no bro.d. policy or naUon&l rerulaUon, we C&rlnot. b. cert&ln U..t abuMI IU"' 

eliat.nat.d. 

Operations lpciCIIllt.orl 1n (rlin CliO lut. ·-~ 

tbe recru::lnc or poole on the New Yor k S £xchance are aat.~ co.on 

..... 

~1 Uea are neceaaary and o! de!ln1 t e 'l'llue to our -mal and agrlcul tural 

lite. Nwertheleu, lt ahould be our national policy t.o rutrlot, 111 tu •• 

po11lble, the uae or t heae uchan&•• tor pure!¥ apeculat.lve operat.lona. 

I therefore rec:-nd t.o the Concreu t.h• enae~t. or lechlat.ton 



tor the IJ&l'eaue,rd1ng ot valuea , and 10 t a r •• 1t. -.y be possible , for t.he el t.lnat1on 
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