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D.C. 

24 September 1935 

PRIVATE AIm STRICTLY CONFIDENTIAL 

To all Members of the Code Commit~ee: 

The former members of the COde Committee have 
been requested by the S.X.C. to serve as a Conference or 
Consulting Committee to the Commission for the purposes set 
forth in 'their official draf~ of a proposed letter. co~ of 
which is enclosed herewith as Exhibit "A~. 

We are enclosing copies of the correspondence 
which p7eceded this letter together with the form of proposed 
publici ty releate by the Commission. (Exhibits "Il". "C", liD"). 

This correspondence which seems to fully cover 
the situation and the plan suggested therein are submitted to 
you for your consideration, 

Members of the Code Committee familiar with the 
discussions with the S.E.C. advocate prompt and favorable 
action. We are, therefore, asking you to express by telegraphic 
vote your approval or disapprOVal of the proposed plan. If the 
vote is favorable the letters will be formally exchant;ed and the 
statement released by the S.E.C. and a meeting of the members of 
the Committee will be promptly called. 

FLS:S 

Vert truly yours, 

Frank L • . Scheffey 
Acting Director 



Exhibit nAil 

Draft of letter officially submitted by Hr. Joseph :2. Kennedy 'Oll behalf 
of the Securities ' and Exchange ComnUssion. 

Dear Mr. Griswold: 

I bee to ackno~ledge your letter of September 19. 

Originally we d.iscussed with former members of the Code Com­
mittee a project of bringing about fair practices among investment 
bankers and eliminating fraud in the selling of securities, because 
tllat comrni. ttee was widely representative of the investment ba,lking 
business and because it had. already demonstrated its public vie1Opoint 
an& its willingness to worT. to achieve its avowed objectives. It is 
the continuance of a group of this character organized, not as a 
governmental agency, but having a certain status as the result of our 
recogni tion of it as the ngeacy for comr.ru.nication and cooperation with 
the investment b~~rs, that was the hope of ~ letter to you of 
September 12. Consequently, pending the consideration of :tJlans for 
permanent organization, the Commission would be glad to recognize 
this comr.littee as a cOllsultivG or conference connnittee to further the 
aims set forth in our previous correspondence. These objectives may 
be briefly summed up as follows: 

(1) To be a medium for pre senting the views of the investment 
bankers of the country on t he current problems of the day, not as an 
agent to make special pleas in behalf of its numerous pri!lcipals, but 
as a group who, because of thei~ experience and ability in this field, 
can be deemed to be trusted by the assenting investment bankers to ex­
press the public interest vier;point as seen by them and to have judg­
ments upon the ways and mer,ns by which com,non hopes can be translated 
into the realities of achievernen·~. 

(2) To set up regional or sub-connni ttees whim would con,iuct hear-
ings on complaints of unfair practices (of the type Which do not call 
for reference directly to state or federal authorities, arising be­
twe~n or against investment bal1..'<:ers who have assented to the super­
v's'on of the committee and to report the result of such hearings to 
the Connnission, 

(3) To be a center for continuing study of the 'Oroblems relating 
to the investment banking business so as to be prep~ed to deal with 
such new problems of regulation and organization as may present them­
selves for solution. 

Fai thfully yours, 



• 
Eon. Joseph P. Kennedy, 
Sec~~ities and Exchange 
Washington, D. C. 

Dear Hr. Ken:ledy: 

Chairman 
COJIl'i'li s sion, 

Exhibi t 11]11 

19th September 193~ 

Your letter of September 12 was presented at our meeting in New York 
on September 13 and was conoidere~ in conjunction with a verbal report of our 
conference of September 12 in yO\li" office. 

After thorough discus s io", the former members of the Code Conmi ttee 
present unanimously agreed that the program as outlined in your letter would be 
highly desirable from the point of view of the public and the industrJ. 

In the opinion of the Committee the effectiveness of such a plan will 
depend upon the extent to which the Committee truly represents the business and 
the relationship of the Co=itt ee to your Commission. 

The creation of another organization, or even a Committee, whose ob­
ligation to its members is to advocate or oppose laws or regulations to the sole 
advantage of investment bankers will serve no useful purpose. 

We understand, however, that your objective is to have a ,'epresentative 
body to whom y ou can turn for conferences and consultation concerning problems 
affecting a business with which this body is familiar, but it should be a Commit­
tee which will have the vi ev~oint of tho public interest as well as the investment 
bankers in planning to p.'omote f a ir 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 this respect because of the fact that they are 
most widely representative of the investment banldng business, from the standpoint 
not only of some 3,000 members formerly represented by the COIIIDittee but from the 
standpoint of sectional representation as well; and this seems to us to be cor­
rect, for in order to best serve the purposes discussed it will be necessary for 
the Committee to have the moral and financial support of a very large number of 
investment bankers. 

We could not ask investment bankers to support such a plan if the Com­
mittee were to be merel~ another organization created for promotional purposes. 
The purpose of its creation llI\lst be definite and the public need for it shown. 

Eor this reason it appeared to all members of our Committee present that 
it was necessary to request you to add to your earlier letter a statement to the 
effect that, pendillG the consideration of plans for a permanent organization , of­
ficial recognition of the functions of the COllillittee would be made by the Secur­
ities and Exchange Commission . 

It would of course be clearly stated that the Committee would possess 
no governmental or quasi-governmental authority whatever but would serve as a Com­
mittee, representa tive of the busine ss, to confer with the Securities and Exchange 
Com;nission on matters of impo!'tance to the public affecting the investment industry, 
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• 
Hon. Joseph P. Kennedy - 2 - 19th Sept. 1935 

and to di.cuss the possibility of the formation of a pl~~ for a more permanent 
organization to co-operate in the suppression of f,aud and the promotion of fair 
practices. 

Such a Cornnittee could be designated by you as a "Conference" or "C~nsulta­
tion" Cor.unittee, or by such other term as you might deem advis,:,ble or desnable. 
This recognition of the need for such a Committee as out11ned 1n your letter would 
meet with p~ompt response on the part of the industry and would place the Commit~ 
tee in a position to go to the investment bankers of the country and ask for the1r 
approval or disapproval of the proposed action. If substantial approval were ob­
tained, the financial support of those 1n accord would follow: 

\Th.il " we believe the details of any such program as outlined in your letter 
can best be worked out in conference, it may be desirable, from the standpoint of 
later explaini~ our ideas to the industry itself, that we suggest to you for con­
sideration a more specific statement of program. The duties of the Committee, 
broadly speaking, would be: 

(1) To advise with the Comraission as to current problems, serving as a 
medium through which the opinions of a large body of investment houses 
would be placed before the Commission together with the viewpoint of 
the Committee itself on these problems. 

(2) Under the guidance of the Commission, to set up Regional Committees 
or SUb-COllllli ttees which, under the supervision of the main Commi ttee, 
would conduct preliminary hearings on complaints of unfair practices 
arising between investment bankers who are consenting members of the 
group and who assent to the supervision of the Co~~ttee. 

The Com:nittee would of course submit all reports of the results of 
preliminary hearings to your Commission. It should be understood, 
of course, that no questions involving acts properly referable to 
State or District Attorneys would be referred to the Committee. 

I think it is important that I should again emphasize that our present 
organization is a skeleton organization, that we are without funds available for 
the purposes suggested, that the effectiveness of the suggestion with relation 
to hearings will depend upon the amount of financial support given the Committee 
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 funds and personnel 
to handle should be submitted to the Committee; otherwise, the plan itself is not 
likely to work to our or your satisfaction. 

(3) To conf0r with your Commission concerning problems set forth in 
the last paragraph of your 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 oupport to this program, if the Committee duties were 
made clear to them as has been sug~ested. We might then look forward to a very 
large membership. 

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

Very truly yours, 

B. Howell Griswold , Jr . 
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Exhibit "c" 

SEClJ"rtITI::S AND EXCHANGE C01.(.:rSSION 
WAShINGTON, D. C. 

September 12, 1935, 

My dear Hr. Gri swold: 

Allow me to restate in brief fashion the conclusions arrived at in the 
conference held this morni!1g between members of the old investment Ba,1k:ers Code 
Coromi ttee and members of the Securities & Exchange Conmission. 

There seems to be no question in the minds of the Commission as to the 
utility of an organization representing a large na~ber of investment dealers in 
this COWltrj' . This organization, erected upon an appropriate basis, and repre­
senting the 18.l·gest possible .,umber of those in the business, could have a dis­
tinct value i:l several diffel'ent directions, and would be welcomed by the Com­
mission. 

In the first place, it could be a most effective means whereby the dealers 
of this cou.~try could present tho. ir points of view upon the numerous questions 
that are now pending and will be pending in this field to this Commission, thereby 
permitting the Commission rapidly and accurately to grasp the attitude of the 
dealers as a whole to\,ards pending questions. 

A second function of such a.~ organization revolves about the creation 
within that organizatio:l of appropriate disciplinary and arbitral muchinery, In 
the event that such machinery were created the Com;nission would rely upon it to 
handle compla.ints arising from the pu.blic and within the industry. 'l'he Commis­
sion wou.ld look forward to cooperating with the uational and regional committees 
in much the same manner in which it now deals with the business conduct com­
mittees of the exchanges . ~nis type of an organization would seem, from the 
standpoint of the dealer s, to have the value of providing for an adjustment of 
difficulties within the industry itself under the direct supel~ision of the Com­
mission. It is, of cou.'se, to the interest of every O!le concerned that as much 
of the necessary discipline tha t is to be imposed should be self-imposed. 

In the third place, it seems likely, as understandin& and knowledge of 
our security markets advances , that legislation altering or expanding the present 
scope of control over these mru:kets will become necessary. It is, of course, 
desirable that the industry as a whole should be thinking and planning with 
reference to possibilities of this type. An organization such as is proposed 
would seem to be an appropriate mechanism for that type of continuous study and 
effort nece ssary in order that problems of this nature be solved to the sa.tis­
faction of all parties concerned. 

Sinc~rely yom"s, 

Mr. 3. Howell GrisV1old, Jl~., Chair~"'1, 

Investment Bankers Code Comni ttee, 
Washingto~ , D. C • 

J os eph P. KelUl edY , 
Chat rlllB.!l. 
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Exhibit "D" 

l.lE~.!O?Ju'IDm.1 OF nEl'ls :aELEASE BY S. E. C. 

The members of tne former Investment Bankers Code Committee composed 
of 21 investr.lent bankers selected by investmel1t banl:ers during the days of the 
Code I1S rep.esentative of all sectioas of the country and all classes of 
dealers have been as!:ed by the S.B.C. to act as a consultative or conference 
committee to cooperate with the Corn:nission for the suppression of fraud and the 
promotion of fair practices and to assist the Commission by being a medium for 
the presentation of the vieTipoint of the investment bankers on the current 
problems of the day. 

The new Committee will be requested by the S.B.C. to conduct prelimi­
nary hearings (through sub-committees or otherwise) of certain complaints of un­
fair practices between and against consenting investment ba1L~ers who accept the 
supervision of the Committee. It is hoped that these com~ittees will exercise 
functions akin to those exercised by business conduct committees of exchanges. 
In cases of complaints which do not .equire direct reference to either state or 
federal authorities an investment banker will have the opportunity to have a 
preliminary hearing in his own locality before men familiar with the customs and 
practices of investment banking and competent to make reco~~endations to the 
Commission. 

The S.B,C. will also confer with the new Conference Committee upon the 
desirability of developing plans for a permanent organization of a self-regulatory , 
self-disciplining body of investment bankers with a view to cooperation with the 
Government for the elimination of fi'aud and the pror.lotion of fair practices. 

During the past Slli:1lller un inquiry was sent to SOme 3200 investment 
bankers registered under the former Code, asking if they desired to support an 
organization formed for the above plll'Poses. A majori ty replied and replies re-· 
ceived show tha t of those Ivho voted over 90',0 ft.vored such action and offe.ed. to 
support such an or~anization. 

Now that the S.B.C. has acted the Com~ittee will org~~ize inve s tment 
bankers and form them into an organization for the purposes cited.. 

The new Conference Coru,uttee of the S.E.C. is composed of the follow-
ing: 

B. Howell GrisVlold, Jr., Chairman, Southeastern District; Francis A. 
Bonner, Vice-Chai"man, Central States District; Frank L. Scheffey, Director, 
Washington, D. C.; Arthlll' H. Bosworth, ;{OCY.y llountain District; George W. 
Bovenizer, New York District; Sydney P. Clark, Penasylvania District; Edward J. 
Costigan, MiSSissippi Valley District; Ralph T. Crane, lIew York District; Hro'ry 
S. Grande, Pacific l10rthwest District; Edward H. Iiilliard., Mississippi Valley 
District; \'1. Hubert Kelmedy, !.Iinnesota District; Lamartine V. Lamar, Southern 
District; Lawrence H. Marks, New York District; Frank /..IcNair, Central States 
District; Robert H. Moulton, California District; Daniel W. ~ers, Ohio District; 
Joseph R. Swan, New York District; Henry B. Tompkins, Southern District; Frank 
Weeden, California Distl'ict; Sidney J. Weinberg, New York District; George Whitney, 
New York District; Ol'rin G. IVood, NeVI England District. 


