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Allow me to restate in brief fashion tlle conclusions arrh'ed at in the conference held "' this morning' 
het,Jee'n members ofulHelJ 'old c

)I nvestme\lt JBankers Code" Comihitt~e' and l members 'of (he Securi t ies & 
E '" h .I;t· CI • ,I ~ II .II JL] I) <t1""'''''llh.:JJ 'Jd !lfl li..: '-,HI U. ')11, ~ II .. ' C(:J1 'II, I ~ til I 'xc a nge omllllSSlOll. ' • 
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There seems to be no auestion in the minds or the Commission as to the uti lity of an organization 
'I I . f t' J I, -r '1' ,1,..' -') 'IE .... · , 

representmg a Ila rge , number .0fLinvestment. , dealers in this "'ountry, This ' organization, erected UpOll 
~ j • l ' I .,..- 'h ... ·l ,),,1'1 ~ I , n'l r I 01 ! ~ 

~n ,approp'riat~ ,b{lsis" ,and rep'resenting ,~he l largestr possible ' lll}mper oflJtl;l.Osp. 'i}n}-' the jDusipess, could have a 
distinct value in several differentldi.re'ctionsp:anru lwould be lwelcomed bY ithe.Commissiol!"-.l ill !sJlq Ii 
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tfi cIn the first place, itJcould, be a .mosfteffective means whereby~ the dealers lof . this)$oOu.qtrY,lcou}d present 
th'eir pOintsIof viewlupon 'the n:(unerou8 I questions that are now pending andlJWilb be !pending in this.:.field to 
·this CommissIOn! tlierebY permittirtg' ~hJ 'Commission' rapidly .andoa'ccurafely'i t6' 1 grasp"tlieCCattitude of the 

I r, I" I OJ ' . I" I . " I, II ,'e:: I"~ .. 'l, t! On-JU(I 1 1 0 dealers as a whole towards pendmg questIons. . ' '!' j 
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,second lfullctlOll ,of such an orgamzatlOn revolves about the creatIon wltllln fhat orgamzatlon of 

, lJU" If' 1'''''!1 L (JlII,,\! It I., ., 
appropriate disciplinary and arbitral machinery. In the event that sncn machinery were created the Com-, 
mission }Youl!J..reIYlupon jt \0 hl!ndle C1Omplaints,a rising, fromIL~e, pub\ic and within the , indu.stry. The 
CODlmissio!l l would r) look 1 forward.. t d Itcooperating ';with the national and ~,region.a.l committees in much the 
same manner bll/which i't now deals with the business Jeonduct' cOlnmittees of the exchanges. 'nlis type of 
an organization would seem, from the standpoint of the dealers, to have the v81ue of pro"iding for an adjust­
ment of difficultfes"within the industry itself under thell direct supJrvisionri of the I Commission, It is, of 
course, to the interest of ev~ry oue concerned that HS much b f the AD.ecessary discipline that is to be 
. I , t I I I f·l· ..J. 

Imp0::icd should be sel~~l.mposed, ,11 HIII!I t; 10 n, tM1 ()" 'lilf '" ·,{fill(li('.~q '1; 'l)f 
Ir
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I In the third place, ,..it seems likely,. 8s understanding and knowledge of our security markets advances, 
thatdcgislation altering or expandingt"-the present scope of control over these markets will become necessary. 
It is, of course, desirable that the industry 88 a whole should be thinking and planning with l'eferellce to 
possibilities! of thiS)fipc3,"'.tJA.'n 'organization such as is proposed would seem to be au appropriate mechauism 
for tha t typehof' cobhnuotis stUay i na effon neceSsary in order' thaeproblems of this nature be solved to the 
satisfaction of all p rties concerned, . I. '1 ' 
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IIo:-l', .]OS!':PH P. KEXXEDY, Chairman 
Setll l'it ies and Ex(!hangc Commission: 
\Vashington, D, C. 

DEAR :'IIR. KEl'-ONJ:::DY: 

\rA:; II! X;,TOX , D. (' , 

lath September, 1933. 

YOlll' letter I)f September 12 was presented at our meeting' in New York on September 13 and was CO li · 

sidel'ed ill conjunction with a verbal report of our confcf'cnce of September 12 in your office. 
Aftcr thorough discussion, the former members of the Code Committee present unanimously agreed 

HUlt the progl'am a:-; outlined in your letter would be highly desirable from the point of view of tbe public 
and the indystry: 

III the opinion of the Committee the effcctiveness of such a plan will depend upon the extent to which 
the Committee t ruly represents the business and the relationship of the Committee to your Commission . 

The creation of another organization, or even a Committee, whose obligation to its members is to 8th-O ­

cate or oppose laws 01' regulations to the sole advantage of investment banl~ers will serve no useful purpose. 
\Ve understand, however, that your objective is to have a representative body to whom you can turn 

for confcrences and consultation concerning problems affecting a business with which this body is famil iar. 
hut 'it should be a Committce which will have the viewpoint of the public interest as well as the im'estmcnt 
bankers in planning to promote fair practice and the elimination of fraud. 

We assume that you have discussed this project with the former members of the Code Committee 
to assist in t his :respect because of the fact that they 'are most widely representative of the investment 
bankiu(:t business, from the ,standpoint not ouly of some 3,000 members formerly represented by the Com­
mittee but. from the standpoint of sectional repl'esentation as well ; and this seems to us to be correct. for 
in order to best serve the purposes discussed it will be lIe(Oessary for the Committee to have the moral and 
finalH'iai ~l1pport of a very large number of investment bankers. 

We could not ask investment bunkers to support sneh a plan if the Committee were to be merelv 
3nother organization created for promotiomU purposes. f The purpose of its creation must be definite ml~1 
the public need for it shown. . I I (j I 

For this reason it appeared t~ all, members bf out 'Committee present that it was necessary to reqnest 
'you to add to yom' earlier letter a statement to the effect that, pending the consideration of plaus for n 
permanent organization, official recognition of the fWlctions ,of the Committee wonld be made bv the Securi-
ties and Exchange Commission. , ' r' ~ 

It would of course b~ clcarly slated that the Conunittec would possess no governmental or quns i.go \,eru­
mental autho,rity whatever but would serve as a Committee, l'eprcscntati\'e of the busilless, to confer with 
the Securities and Exchange Commission on matters or importauC'e to the publie affecting' the in\·est.ment 
industry, and to discuss the possibility of the formation of n plan for a more permanent or .... anization to 
l'O-OfJC1·Ht.(~ in the suppression of fraud aud lthe promotion of' fail' practices. ~ 

Such a Conimittee could be dcsi~lHlt 'ed by yO\l tiS 11 "Conference" or j'Collsllltation l) Committee. or 
by such ot.her term 'as you might deem advisable or desirable. This recognition of the need for such a Com. 
'rnittee as outlined in your letter. \Vould meet with prompt respollse ou the part of the iudl1stl-y and wonld 
place the CommjUee ,in a position to go to the investment bankers of the country and ask for their ap. 
provsl or disapproval of the prqposed action. If suhsta ntial upproyal were obtained, the fumllcial support 
of those in accord would follow. ' 

\Vhile we believe the details of any such program a~ outlined in yonI' letter ca n best be worked out ill 
conference, it may he desirable, from the standpoint. of Inter explaining om' ideas to the industry itself, 
that we suggest to you for consideration a more speeifi(' stutement of pl'ogrnm. The duties of the Commit­
tee, hl'OflllJy speaking, would be: 

(1 ) '1'0 advise with the COlHmission us to CUITCII \. problems. serv ing liS a Illc{iinlll throng-h which the 
opinions of a large body of investment hom-,es would be placed before the Commission to '-'ether 
with the viewpoint of the Committee il:-;cl1' on these problems. ~ 

(2) Under the guiuance of Iho Commission, to se t up Rt"gional Committees or sub-committees which, 
under the supervision of the main Committee, would conduct preliminary hearings on complaints 
of unfair practiecs nrisill g hctweell im'cstillcut bankers who arc consenting' members of the group 
and who assent to t.hc supe rvis ion of the Committee. 
'rhe Committee would of course submit all reports of the results of preliminary hearings to your 
Commission. It should be l1Jlllcl'stood, or CO Ul'se, that no questions involving acts properly refer­
able to State 01' District Attorneys wouhl be J'(I f\'rred to the Committee. 



.. 

I. thi~lk it is important that I should again emphasize that our present organization, is a skeleton 
orga11l7..atlOll, that we are without fund s available for the purposes suggested, that the effectIveness of the 
sllgg-cstion with relation to hearings will depend upon the amount of financial support given the Com­
mittee by the industry and that at least in the preliminary stages it would be desirable that only typical 
complaints or such complaints as we have the fnnds und personnel to handle should be submitted to the 
Committee; otherwise, the plan itsel f is not likely to I work to our or your satisfaction, 

(3) To confer with your Commission concerning problems set forth in the last paragraph of rOnT 
letter. 

The opinion expressed by the members of our Committee at the meeting was that the dealers of the 
country if clearly informed of the purpose and scope of your letter would give hearty support to this 
program, if the Committee duties were made clear to them as has been suggested. We might then look for-
ward to a very large membership. r: I I l < 

Upon r eceipt of your approval and the official announcement of the plan, we shall be glad to proceed 
immediately to work out details of the program outlined above, in co-operation with the Commission. 

" Yel'Y truly yours. 
B. HOWELL GruswOLD. JR., 

Chairman, 

I 
OFFICE OF THE CHAIRMAN 

SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON 
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DEAR AiR. GRISWOLD: J[ 

I beg to acknowledge your 'letter of September-ltt. I" !, 

September 26, 1935. 

Originally we 'discussed with former members of the ICode Committee a project of bringing about 
fair practices amoHg investment bankers und eliminat ing fraud,in the selling of securities, because thnt com­
mittee was widely representative of the investment banking business and because it bad already demon­
strated its public viewpoint and its willin~'11eSS to work to achieve. its, avowed objectives. It.is the continu­
ance of a group of this charal'acter organized l Hot as a governmental agency, but having a certain status as 
the 1'('sult of our recognition of it as the agen~y for commuuication a~cl cooperation with the iuvestment 
bankers that was the hope of MI'. Kennedy's letter to you of September 12. Consequently, peudiuo- the 
considel;ation of plans for pcrmanent organization, the Commission would be glad to recognize this o('om_ 
fllitlee a!) a consultive 01' conference committee to furth er the aims sct forth in Ollr pre\·ious co rrespoll-
dence. I rl'JI(~SC objectives may be briefly summed lip as follows: .11 I II 

(1) 'ro be a medium fori presenting the views of the im·estment bunkers of the country on the 
current probl(>nls of the <lay, not as an agent to makc special pleas in behalf of its numerous princi­
pals, but us a group. wh~, bccause of their experience and abili~y .in this 6~ld, c~n be deemed to ,be 
trusted by the asscntmg l1lYestroent ballliCl'S to express t.he pnblLc IIlterest \"Iewp01l1t as seen by them 
amI to have judgments upon the wnys al~d , mealls uy whloh !;Olllllwn hop,es elln be translated into the 
real it ies of acllievement, I , \ I 

(2) 'fo set up regional or sub-committees which wonld cOllduct hearings on COltlphliuts of unfair 
pJ',act\ces (of ~he type whieh po 1I0~ cull !'or reference djl'ectly to state .o~ federal 8uthori!ies) arising 
hetween 01' a"uinst investmellt bunkers who hu\'e asscnted to the supel'VlSlon of the cornnllttee and to 
report the l'e~llt of such hearings to the Commission, 

(3) To be a center for continuing study of tlte problems retnting t.o the invcstment bauk.ing busi­
ness so as to be prepared to deal with such new problcms of regulation Hlul organizat ion as may pre­
sent themse1ves for solution. 

l\ln. B. H OWELl, GRISWOLD, JIl. / Clwtrmun. 
Investment Bankers Code Commilh:c. 
'Vnshingtoll. D. C . 

Faithfnlly yours, 

J. M. LAxDrs, 
Cha1·rman, 



SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON 

SECURITIES AC~' OF 1933 
Release No. 503 I .. 

" ,. 
The members of the former Investment Bankerc Code Committee composed of 21 investment bankers 

selected by investment bankers during the days of the Code as representative of all seetiofL'; of th-e 
cftlllltry and all cl~~se~ 'of dealers have been asked by the Securities and Exchange Commission to act 
<IS a consultative or conference committee to cooperate with the Commission for the suppression of 
fraud a.nd . the, prpmotion of fair practices and to assist the Commission by being a meuium for the 
presentation -of- -the viewpoint of the investment ballkers 011 the current problems of the day. 

j. U) 

'l' he new Committee will be requested by th~ Securities and Exchange Commission to conduct 
preliminary hearings (through sub-committees or oth~rwise/) of certain complaints of unfair pl'actices 
between and against consenting investmellt bankers who accept the supervision of the Committee. It is 
hoped that these committees will exercise functions akin to those exercised by business conduct com· 
mittees of exchanges. In cases of complaints which do not require direct reference to either state or federal 
nuthorities all investment banker will have the opport~nity J~o have a preliminary hearing in his own 
locality before men familial' with the customs and practices of investment banking and competent. to 
make recommendations to the Commission . 

.. 
'rhe Securities and Exchange Commission will also confer with the new Committee upon the de­

sirnbilityr of developing plans for a permanent organization of a self-regulatory, self-disciplining body 
of iuvestment bankers with a view to cooperation with the Government for the elimination of fraud and , 
the promotion of fair practices. 

• I 
During the past summer an inquiry wns sent to some 3200 investment bankers registered under the 

former Code, asking if they desit'ed to support an organization formed for the above purposes. A 
majority replied and replies received show that of those wbo \"oted over 90<;'0 favored such action and 
offered to support such an organization. 

~ow that the ! Securities and Exchunge COlUmission has acted the Committee will orgauize invest­
ment bankers aud form them into an organization for the purposes cited. 

I 

frhe new 
following: 

CO ll fe ~;ence Committee of t.he Seem'it ies alld Exchange Commission is eOlUpo~('d of the , 

n. Howell G I'i~ wold, J 1'., UlwinuHIl , Soulheuste:'u Dist rid; Frnnl'is A. BOll Her, \. ice-Cha irmull, 
Central ~Iut(;',..; Distl'ict; Syduey P. Clurk, 'l'I'CCl SUrCI', PeHHsylnutia District; Frank L. Sl'iletl'c.)'t Director. 
'Va~hillgtoll, D. C.; .Art.hur ll. Bosworth, Hoeky .i\[0ulltain Uistl'iet; Ul'Oq;l' \\'. 13o\'eHizC' l', :\('W lork 
District i Edwurd J. Costigan, ~I ississ ippi V lllley Di::, trid; nnlph '1'. Crane, Kew York DistL'jct; Harry 
::; . Ul'uudc, Pacific 1\ol'thwest Dilitdct ; Edward ll . lIilli ~lL'd, )Iiss iss ippi Valley District;; 'V. Hubel't 
l~ c llllcdy, !\Iillllcsola District; IJllllllll·tine \'. Lamar, :--iuuthCl'll District; Lawrence 11. Marks, New York 
Di!,trict: j Fl'Hllk :\Jc:\air, Central Btull'S District; HobC'rt Ii. ,\iouLton, Cillil'oruia District ; Daniel ,Yo _\Iyers, 
Ollio District j Joseph It Swan , ~cw York Ois lL'ict ; 11 f' III'Y B. 'l'ompkills. Southern District; }o' rank 
Wl'edclI , California District; !ji<iIlC'Y J . \rcinbcl'l!. :\ew Yurk Dish'ict j George \rhitney, Xew York 
Di stl'ict i Orriu G. 'Vood, :\ew ElI :;lalHl District . 
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