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FROM: 

SUBJEC'r: 

... 
EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

June 3, 1975 

TO: ROBERT D. LINDER 

James M. FreyQJ1P/ 

Signing Statement on s. 249, Securities 
Act Amendments of 1975 

After I sent the enrolled bill file to you on May 29, the 
City of New York and Treasury, belatedly discovered that the 
conference committee had inadvertently added language to 
the provision amending section 28(d) of the Securities and 
Exchange Act of 1934 that apparently would prohibit imposi­
tion of taxes by State and local governments on a change in 
beneficial ownership or record ownership of securities by 
a transfer agent. 

As the June 2 letters from Chairman Staggers to the President 
and Senator Williams to Secretary Simon (copies attached) 
indicate, the House and Senate intend promptly to act on 
corrective legislation. 

Treasury and Mayor Beame of New York City recommend a recog­
nition of this situation in the President's signing statement. 
Under Secretary Schmults has proposed the attached language 
for insertion in Treasury's draft signing statement. ·The 
appropriate location for that language in the OMB draft 
signing statement would be as a paragraph following the 
first full paragra?h on page 2. · · 

Attachments 
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THE UNDER SECRETARY OF THE TREASURY 

WASHINGTON, D.C. 20220 · 

June 2, 1975 

MEMORANDUH FOR: The Honorable Paul II. O'Neill 
Deputy Director, Office of 

·Management and Budget 

FROM: Edward C·. Schmults ~ 
SUBJECT: .securities Reform Legislation 

Attached is proposed language for the Presiderytial 
Signing Message to cover the problem we discussed earlier 
today. 

I expect to receive shortly a letter from Senator 
Williams confirming the understanding that Congress will 
promptly consider corrective legislation. I will send 
you a copy of the letter. 

Please do not take any action until we have Senator 
Williams' letter in hand. 

Attachment 
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Insert to Recommended Signing Message. 

To be added at end of paragraph 3 on first page: 

In £his regard, I understand that the legislation 
contains an inadvertent t?chnical error concerning the 
presence of a transfer agent as a jurisdictional basis for 
state or local taxation of securities transactions. I also 
·understand that legislation to correct this error retro-
actively is being prepared and that such legislation will 
receive prompt consideration in Congress. When such 
corrective legislation is presented to me, I intend to 
sign it. 

. 
I.# 
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RECO!·J;·ITNDED PRESIDENTIAL . SIGliD·JG M'iSS/\GE 

·It is With great pleasure mat I siB;I into ·law tlL~ S".~curitics 
Acts Amendments· of 1975. In view of ·the impres::;ively J.a:r·ge fui.\Il.''e 
Cc1pital needs of the nation, it is extT\?Jnely iJEfXX'tant that v-1e 
have l1ec:.:lthy and vital capital :r.nrkecs that vr.:i.l1 be al,J.e -to fulfill 
these needs in the rrost efficient rrc.nner. I believe th:::;: eJ1ac·bnent · 
of this :Unportant securities reforut legislation v:ill m.J.1v-.: a positive 
and signi£icant contribution toHard~; strengthening our' c::-1pi·tal JIBr•}cets 
so that fuey can meet this challC!1ge. · 

'Dlis · legislation will effect the rrost fund::u!".:.:~J1tal reform of our 
securities ITBl"kets since the i930's. It will furb'1er our traditional 
goal of protecting investors, Hhile e1t the sam2 time prGT('Jting 
technological innovation and competi i:i ve forcer:;· \·li thin 'tlte securities 
indus .. L.ry that Hill strengthen the industry and contribute to JTDr>e 

efficient and fair capital markets. Tr,e legisl~:Jcion wiD_ direct and 
authorize the Sec uri ties and Exchanc:c Comrlission to establish a 
national JTBrket system for securities ~ad:ing :in \·Jhich competitive 
forces will be accorded the widest latit-ude. This :impor<tr::mt develop­
j!C:a"l't v.:i..ll be c.:u_--:::-i.:::d c~.: ~;i-t.~ -t.~~ f'.].:!.l p2....vrt:icir-\3.'t:ion of the securities 
industry through the crea"Lion u.l a Na:-tional i'1ar}cet Bc."Ja.r-d. The 

· establishment of the proposed syste111 should produce subs·t2"'"1tial 
benefits to investors in the financial comrmm:i.t-y and to the public 
in general by providing inc.r·edsed e .. LZicleJ1<..:y iTt the cxcc'..rtio:."l of . 
securities transactions. 

The legi.sJ.ation also calls for the establishment of a national 
system for clearing and settlli1g securities t-r.:msactions . 'Ihrough 
the utilization of rrrJdern col1Jl1iunications technology, :inl1..-)len12ntation 
of this clearing system will result in substantial sav:ings of both 
costs and time, not to mention an important reduction .in r>isks, in the 
process:i?g of securities tr~sactions. 

The legislation also confi-rms ~1e recent action of tJ1e Securities 
and Excharige Corrrr.ission, requiring the unfixing of public rates of 
CQ'TifJlission on Hay 1, 1975. The Administration believes that this JTDVe 
to competitive rates '~11 lead to JTDr~ efficient securities rrarkets 
and a strunger securities industry. However, should problems arise 
·in rraJ.r~g the transition to competitive rates, the legislation 
provides the Securities and Exchc!iige Corrnnission with a' sufficient 
degr-ee of discretion to deal with any such unforeseen adverse 
consequences. 

The legislation 
securities mlPkets. 
executj~ brokerage 

is designed to enhance public confidence in our 
It restricts ~~rs of securities exchanges from 

for associated or J~ged accounts. This· 

.. , 
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restriction on self-cleaJ.ing will rerrove a potential source of conflict 
of interest and will eliminate an existing advant<lge of instit-utions 

· over individual investors by denying institutions direct access to 
securities exchanges. The requirement for periodic disclosure by instit­
utional investors of their holdings and transactions in equity securities 
should als~ serve_to enhance public confidence in our securities markets. 

EnaciJnent of this legislation is consistent -.;-Jith the Administration's · 
objectives in seeJrjng refonn of our Federal regulatory agencies to elimi­
nate urmecessary l'egulatory restrictions and pro!T'Dte ·more efficient ~nd 
competitive jndustries. 'This legislation, v1hile it strengthens Federal 
oversight over the securities industry,·is designed to eliminate arti­
ficial barriers to competition that have existed '1.-ri. thin the industry, so 
as to provide for more efficient and less costly services to investors. 
;rt is hoped that in developing the national JTBrket system that the 
Securities and Exchange Conmission will review its existing regulations 
to detennine which might be eliminated as. unnecessary under the new rrarket 
system. Furthenrore , it is expected that, as we move to a national 
JIErket system, the current overlapping jl..l:r'isdiction of existing self­
regulatory bodies, and the ar.ldi tional costs such overlapping engenders) 
will be eliminated. 

'The enacurent of this legislation, of course , is only the initial 
step to the achievement of the desired changes in the organization a.'ld 
regulation of our securities ITBrkets. Ahead lies the d..lfLi..cult c:UJJ 

challe.i'lging task of shaping and developing the new national market 
system. ''Ihis task will take time and should proceed in close consultation 
with the securities ind'l:lStry, which possesses the necessary e>.:pertise and 
technical knowledge, as well as an intirra.te familiarity with the problerns 
involved in developing a new national JTP...rket system. 'The Ar-illlin.istration 
hopes that this work will progress rapidly in a spirit of cooperation and 
compromise so that the benefits of a new system ITBY be realized as soon as 
IX>SSible. 

. ,.., 

/ 



NINE:T'i"•FQURTH CONGRESS 

HARLEY O. STAGGt:ftS, W. ""'·• CH~t\IR1'41AN 

TORBERT H. MACDONALD, MASS. 
JOHN Eo MOS~, CALIF. 
JOHN D •. DINGELL, MICH. 
PAUL C. ROGERS, FLA. 
UON~L VAN D:.'::ERLIN, CAUF. 
I='REO B. ROONEY, PA. 
JOHN M. MURPHY, N.Y. 
DAVID E'. SATTERF1<=:LO Ill, VA. 
BROCK /.DAMS, V!,\ZH. . 
W .. S. (&Il-L) STUCKEY, JR • ., GA, 
BOB ECKt-IARtJT, TEX. 
RICHARDSON PREYER, N.C. 
.JAMES W. SYMINGTON, MO. 
CHARLES J. CARNEY, OHIO 
RALPH H. METCALFE. ILL. 
GOODLOE E. BYRON, MD. 
JAMES 1-f. SCHEUER, N.Y. 
RICHARD L. crrnNGErc. N.Y. 
H~NR't A. WAXMAN, <:AUF. 
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TIMOTH'l t:. WIRTH, COt.O. 
PHILI? n. SH.I\RP. !NO. • 
"NtLL'.\Y. t-.1. S«:O::H-!EAD. MICH. 
W. G. (Bi:...L) HC:f","I~R, N.C. 
JAMES J. FLORIO, N.J. 
ANTHONY TOBY MOFFE:TJ', CONN. 
JjM SAHTINJ, NEV. 
ANDREW MAGUIRE, N.J. 

SAMUEL L. DEVINE, OHIO 
JAMES To BROYHJt..L, N~C. 
TIM LEE CARTER, KY. 
CLARENCE J. BROWN, OHIO 
JOE SKUBITZ, KANS. 
.JAME:S F, HASTINGS, N.'t. 
JAMES M. COL.LlNS, TEX. 
LOUIS FREY, JR., FLA. 
JOHN Y. MCCOL.Lt5T£R. N::BR. 
NORMAN F. LENT, N.Y. 
H. JOHN HEINZ Ill, PA. 
EDWARD R. MADIGAN, ILL. 
CARLOS J. MOORHEAD, CAUFe 
MATTHEW .J. RINALDO, N..J. 

W. E. WILLIAMSON. CLERK 

The President 
The \'Jh i te House 
Washington, D. C. 

!v!y dear i'-1r. President: 

<tongrezs of tbe ~niteb ~tates 
~ouse of ~epresentatibes 

Committee on 3Jnterstnte anb .ffoteign (Commttte 
l\oom 2125, l;apburn 1f}oul:(e 0trice JL)uillling 

Ulasbin!Jton, jj),Qi:. 20515 · 

'•" 

...._--;..•_ 

June 2, 1975 

I have discovered a drafting error in the bi II S. 249 which was 
transmitted to you for signature last week. 

Through inadvertence section 28(d) of the Securities and Exchan9e 
Act of I 934 as amended by this b i I I v1ou I d, among other things, prevent 
-ony ~tJte or pot itic:JI subdivisicn fro~ impclsing Qny tax or. :: ,::~angc 
in .beneficial ownership or record ownership of securities by a trans­
fer agent. The section should have been more narrowly circumscribed. 
It \·las the Conferees' intent to only override state and local taxes 
which sought to tax clearing agencies and certain transfer agent de­
positories (TAOS). Thus the reference to registered transfer agents 
in section 28(d) (contained in section 21 of the bit I) should have 
been 1 imited to those transfer agents who operate faci I ities permit­
ting a transfer of record ownership o.t securities vlithout physical 
issuance of securities certificates. 

I have discussed this matter ..., i th counse I , \'lho has had repeated 
conversations vlith Under Secretary of the Treasury Ed SchMu!tz. 
have assured him that I vii II take steps to have corrective legislation 
considered before the Committee at the earliest moment. 

Sincerely yours, 

~~~ 
CHA I Rflit\N 

HOS:bf 



,., JO..,N '$,.~P1(MAN. ALA. J(ii-{N TOWER. TEX. 

Ho\RIItts0W A. WILLIAMS, Jff•• N.J. EOWAJtD W. BROOK£. MASS. 
'!'" THOMA$ J. ~C tNTYR£, N.H, BOB PACKWOOD, OREG. 

ALAN C:IIANSTON. CALIP'. J£s-JE HEL'MS!-N.C. · 
ADLAI r.: ST£VEN'f>if"~ ILL. JAKE GARN, UTAH 
.IOS£,-H R .. SlOE .... JR •• DEl. 
ltOBERT W.ORGAN, H.C 

KENNETH A. MC LEA1'4, STAF"P' DIRECTOR 
ANTHONY T. CLUFF, MINORITY STAFF DIRECTOR 

OTH£LLA C. POMPIER, CHIEf" CLERK 

COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS 

WASHINGTON, D.C. 20510 

June· 2, 1975 · 
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The Honorable William E. Simon 
Secretary 
Department of the 

· \-lashing ton, Do C. 
Treasury 

20220 

Dear Mr. Secretary: 

Through inadvertance, the Securities Acts Amendments of 1975, now 
before the President, contains a provision lvhich will have a serious and 
unintended impact on the ability of state and political subdivisions to 
impose taxes on stock transfers. I am writing to you to express my con­
cern over this regrettable error and to assure you of my intention to take 
every action necessary to achieve a prompt and proper resolution of the 
matter. 

As you are aware, one important objective of the securities reform 
legislation is to facilitate the development of a. national securities 
processing system. As the bill progressed through both Houses of Congress, 
it contained a provision designed to eliminate interstate impediments to 
the developme-nt of this system tvhich might arise from state and local taxes 
imposed on changes in mmership of securities. merely because the facilities 
of a clearing agency might be physically located in the taxing jurisdiction. 
These provisions were carefully designed, however, to preserve state taxing 
pmvers over transactions with which the taxing state had the traditional 
jurisdictional bases for taxation. 

As it emerged from the Conference Committee and was subsequently 
adopted by the Senate and the House, the final version of S. 249 contains 
additional new language which has caused Senator Tower and me, among 
many others, great concern. The effect of the additional language is to 
make unlawful the imposition of a tax by a state where the only basis for 
the tax is the transfer and issuance of a ne\·1 certificate by a transfer 
agent located within the state. The practical impact of this language is 
to proscribe the present taxing po1.·1ers of state and local governments in 
a manner not necessary to achieve the purposes of the securities reform 
bill. In economic terms, millions of dollars in stock transfer tax 
revenues will be lost to state and local governments at a time when they 
can least afford them. 
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The Honorable William E. Simon 
June 2, 1975 
Page 2 

As the principal sponsor of s. 249, I can state without equivocation 
that the Congress never intended the bill to have this effect. Unfortun­
ately, the prob~m arose out of technical difficulties encountered in com­

. bi11ing. ~he House and Senate bil~s. and the complexity of the subject nmtter. 

The need to act iQmediately to further amends. 249 to clarify Con­
gressional intent is well-recognized and widely-shared. Senator Tm-1er and 
I are working toget~er to achieve an expeditious and satisfactory resolu­
tion of this unfortunate error. In this connection, we understand that 
Congressman Staggers, Chairman of the Committee on Interstate and Foreign 
Commerce and a chief sponsor of the House version, intends to introduce a 
corrective amendment once s. 249 is enacted to accomplish the desired 
objective. Moreover, we understand he is confident of his ability to get 
House passage early next \veek. This being the case, I want to assure you 
and others \.;rho may be concerned that Senator Tmver and I intend to request 
that the House-passed bill be held at the desk and considered by the Senate 
without delay. 

s. 249 represents far-reaching and forward-looking revisions of the 
Nation's basic securities laws. It enjoys the unanimous support of 
interested government agencies, affected industries, and both Houses of 
Congress. \Vith the correction of this inadvertent error, I believe the 
Securities Acts Amendments of 1975 will bring long overdue and salutary 
changes to a vital component of our capital markets and fl.nancia1. services 
industry. It is my hope, therefore, that the Treasury Department 'tvill con­
tinue to urge its prompt enactment. 

l<lith every good wish, I am 
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STATEMENT BY TilE PRESIDENT 

The American economy has grown and prospered over 

the years through a system of free enterprise more vigorous 

and successful than any economic system in the world. 

Capital investment has produced millions of jobs and 

thousands of business opportunities for Americans. 

The success of that investment system is convincingly 

demonstrated in every index of the magnitude and basic 

strength of our econonfj, and in comparison with the 

economies of other nations. 

Today, our economy is faced \vith serious challenges. 

An unprecedented supply of capital will be required 

over the next fe\·1 years to help finance the business 

and Government investment necessary to restore and broaden 

capital base needs. In order to insure that our capital 

markets continue to function fairly and efficiently to 

meet these challenges, it is vital that we constantly seek 

ways to improve their operations. Among other things, 

we must be sure that lav;s and regulations written 30 or 

40 years ago do not unfairly interfere \-lith the need for 

changes in our modern-day markets. It is \vi th this important 

·goal in mind that I am very pleased to sign into law today 

the Securities 1\ct Amend:;;cnts of 1975. 

This uct v1ill provide important ne\-7 directives to the 

industry and its regul<Jtors to iw;\.lrc that competition 

is always a prime con:sidcr.:1tion in establishing or abolishing 

m.'lrket rules. And it vJ:i.ll continue to strengthen the rules 

calling for hish stanc1;n:ds of fj n.Jncial capability and 

ethical behavior on tho pnrt of Uwsc individuals and 

institutions v:hich perform important m.3rket functions. 
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The Importance of Competition 

The act seeks to insure that market participants 

function with the highest degree of efficiency and that 

the capital markets will themselves be orderly and 

accessible. The key ~o reaching this objective will be 

a new national market system for securities. The act 

charges the industry and the Securities and Exchange 

Commission to work cooperatively, but in the words of 

the House-Senate Conferees, it is intended that "the 

national market system evolve through the interplay of 

competitive forces as unnecessary regulatory restrictions 

are removed." No Government formula nor any industry 

system of exclusionary rules can match the incentives 

and rewards for innovation and improved efficiency which 

natural competition provides. 

This legislation encourages greater use: of available. 

improvements in electronic and communications technology 

as the basis for a fully-integrated trading system. A 

system in which buyers and sellers are aware of the full 

range of securities prices will help insure that artificial 

restrictions on competit~on no longer distort the market's 

true expression of supply and demand. It will also help 

reduce the cost of transacting trades. 

The act also directs members and supervisors of 

securities exchanges to examine rules which tend to limit 

the number and variety of participants eligible for 

membership. Open competition within exchanges is just 

as important as competition between different markets, 

and the right to enter these markets and provide a 

necessary public service should not be subjected to arbi­

trary institutional rules which limit competition. It 

is my hope also that the SEC will, in the process of 

helping to shape the national market system, take steps 

to eliminate obsolete or overlapping regulations which 

unncces~arily constrain the market. 
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I also want to stress the importance of the SEC's 

decision to disallow all fixed rates of brokerage 

commission previously set by those firms and individuals 

which comprise the securities industry. 

It is my strong belief that Government has unwisely 

condoned a wide range of anti-competitive price regulation. 

My Administration will continue to press for legislative 

reforms to amend or abolish such practices. I commend 

the SEC for its efforts and the industry for its cooperation 

in reaching the important goal of freely_ competitive 

pricing for a full range of brokerage and other services. 

I am confident that, in the long run, this policy \'lill 

produce a much healthier industry. 

New Protections for Investors 

Public confidence is a vital ingredient if our capital 

markets are to continue to attract a wide variety of in­

vestors. Though large institutions have become increasingly 

active as owners and traders of securities, individuals 

still represent the backbone of the American capital system. 

This act provides important new safeguards which 'tlill help 

insure public trust in the securities markets. Annng these 

safeguards are new rules for brokers' financial strength 

and accountability. The act imposes ne>., restrictions on 

"self-dealing" to eliminate a potential conflict of in~erest 

and deny institutions a special advantage ever individual 

investors. The act further requires periodic disclosu7e 

by institutional investors of their hpldings and transactions 

in securities • / 
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Conclusion 

My Administration is seeking major reforms in many 

Federal regulatory agencies, to eliminate unnecessary 

restrictions and promote more efficient and competitive 

industries. 

This legislation is the product of ten years of 

intensive work by several Administrations, the Congress, 

the Securities and Exchange Commission and the many 

elements of the securities industry. 

The product is a good one, and it represents the 

first of what I hope will be a long series of much-needed 

regulatory reforms. 

I 
I 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

MAY I 9 1915 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 249 - Securities Act Amendments 
of 1975 

Sponsors - Sen. Williams (D) New Jersey, Sen. Brooke 
(R) Massachusetts, and Sen. Tower (R) Texas 

Last Day for Action 

June 4, 1975 Wednesday 

Purpose 

Authorizes the establishment of a national securities market 
system and a transaction clearing and settlement system; re-
quires the elimination of fixed brokerage commission rates; 
requires the registration of municipal securities brokers and 
~ea~c::.L ~ i J:I.L.Ui!.i.i>.i. i::::; seJ..f-aealing ana tne COmbl.nation Of brokerage 
and money management by exchange members; requires public dis­
closure of holdings and transactions by institutional investors; 
and authorizes SEC appropriations for fiscal years 1976 and 1977. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Securities and Exchange Commission 
Department of Justice 
Council of Economic Advisers 
Federal Home Loan Bank Board 
Federal Reserve Board 
Department of Labor 
Federal Trade Commission 
Federal Deposit Insurance Corporation 

Discussion 

Approval (Signing State-
ment attached) 

Approval 
Approval 
Approval 
Approval 
Approval 
No objection (Informally) 
Defer (Informally) 
No comment (Informally) 
No objection (Informally) 

S. 249 is the result of ten years of effort on the part of the 
Executive Branch and the Congress to produce comprehensive legis­
lation that goes far toward modernizing regulation of the secu­
rities industry. 



The bill calls on the SEC to supervise the establishment of a 
national market system, one in which ultimately all quotations 
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and sales transactions for common and preferred stocks, bonds, 
debentures, warrants, and options would be available to interested 
buyers and sellers through an interconnected information network. 
It would further require that public orders (as distinguished 
from members' orders) receive priority. The objective would be 
to provide investors the opportunity to buy and sell at the·best 
prices available. s. 249 would accomplish this by directing the 
SEC to work with the securities industry to facilitate the 
establishment of such a system, rather than by directing the 
SEC to implement one directly. It would rely on competition and 
self-regulatory bodies to a great extent but also would strengthen 
SEC 1 s oversight and regulatory powers to ensure that the bill's 
key ingredients in such a system, i.e., a composite quotation or 
transactional reporting system, would be implemented. 

Registration of exchanges and associations 

S. 249 would require that exchanges, securities associations, 
and self-regulatory organizations of brokers and dealers continue 
to register with the SEC. The bill would restrict the authority 
of these groups, however, to limit their membership. An exchange 
would not be allowed to decrease its membership below that of 
Mav 1. 1975. and could be required to increase it if the SEC 
determined that an increase was necessary in order to remove 
impediments to competition. An association could restrict member­
ship to those engaged in certain types of businesses but could 
not deny membership to registered brokers or dealers solely 
because they engaged in another business in addition to the 
qualifying business activity. 

The bill would require the SEC to review all existing exchange and 
association rules and regulations within 180 days of enactment to 
determine if they were anti-competitive. It would also require 

. the SEC specifically to approve any proposed rule changes or to 
start administrative proceedings to determine why they should not 
be approved within 35 days. SEC would be required to reach a 
decision on proposed rule changes within 180 days. Provisions 
for extensions of these periods and for judicial review of such 
decisions are included. Of particular concern to the Congress, as 
noted in the conference report, are rules which would prevent an 
exchange member from trading· an exchange-listed stock anywhere 
except on that exchange, effectively limiting membera.from search­
ing out the best price for their customers. 
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Information and handling 

One of the assumptions behind the prolonged effort leading to 
this bill has been that an effective national market system must 
be supported by a national information system so that brokers 
and dealers know where the best price is available. The SEC 
would be given authority to regulate securities information 
processors, i.e., those organizations engaged in collecting, 
processing, or publishing information relating to quotations 
for securities and previous transactions. It was the intent of 
the Congress that SEC efforts be directed at ensuring that vari­
ous exchange or other information systems be compatible with each 
other and provide the broker or dealer with adequate information 
to complete his transaction. · 

It has also been assumed that a national market system must have 
an efficient system for clearing and settling transactions and 
transferring ownership of securities. S. 249 would give the SEC 
general regulatory authority over all facets of the securities 
handling system, including clearing agencies, securities depos­
itories, and transfer agents. 

Although the SEC would have limited inspection powers over all 
institutions, the existing bank regulatory agencies would continue 
to inspect those financial institutions which are otherwise subject 
to their purview whose functions also included transfer or depoEit 
~= sc~l:.ri t:!..~!:. Thi~ p~~ ..... i=:ic~ ::""cp=·==c:lt:: a ccr.:p=c=.i::~, ~~f:!_:;::t.in; 
views of the Comptroller of the Currency and the bank regulatory 
agencies~ SEC would have_preferred to have full regulatory and 
inspection authority in SEC. 

Fixed commission rates 

The bill would require the elimination of fixed commission rates 
for public brokerage services as of the date of the bill's enact­
ment. However, it would allow members acting as brokers on the 
floor of an exchange for other members or as oddlot dealers to 
continue fixed rates until May 1, 1976. The bill would give the 
SEC a·uthori ty by rule to reimpose fixed rates for transactions 
involving amounts of up to $300,000 until November 1, 1976, if 
it determined that they were in the public interest. After 
November 1, 1976, fixed rates could be reimposed only after a 
more formal proceeding that determined the rates were reasonable 
in relation to the service and that they were necessary to 
achieve the goals of the securities acts, as amended. 

The SEC administratively eliminated public fixed rates as of 
May 1, 1975. There was much outcry from the industry that the 
SEC did not have the authority to require competitive rates and 
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an expectation that the SEC action would be subject to extensive 
court challenges. Because S. 249 which clarifies SEC's authority 
was about to become enrolled, those threatened court actions did 
not materialize. 

An important adjunct to the abolition of fixed rates is a pro­
vision clarifying the right of money managers to pay more than 
the lowest brokerage fee available, if research services are 
also provided. Under fixed conunission rates, research services 
were often provided at no extra cost as a means of attracting 
more customers. Under the new system of competitive rates, 
fiduciaries may pay a higher conunission rate than the lowest 
available, provided that the rate is determined "reasonable" 
and that other services such as research or custody are also 
included. Federal or State laws prohibiting such higher payments 
would be void unless enacted after the date of enactment of s. 249. 

Third market trading 

The bill would authorize the SEC to prohibit "third market trad­
ing," (that not on a national exchange) if SEC determined after 
an "on the record" proceeding that such trading was causing 
serious disruptions in the markets for listed securities (those 
traded on an exchange). The Conference Committee report on the 
enrolled bill states "These provisions are generally referred to 
as 'failsafe powers,' reflecting the expectation that they are 
provis1ons wh1cn may oniy be used as reguiatory powers ot iast 
resort." 

Institutional members 

The bill would restrict self-dealing by exchange members effec­
tive on the date that fully competitive rates are established. 
Allowing for certain exceptions and exemptions, the bill would 
prohibit members from making transactions on an exchange for their 
own account, or the account of an "associated person." This pro­
vision would effectively prohibit such institutions as insurance 
companies or mutual funds from obtaining exchange seats. Under 
fixed rates, it became desirable for such institutions to seek 
exchange seats in order to recapture the large volume of com­
mission dollars paid in trading their portfolios. Treasury and 
Justice had strongly supported tying the elimination of institu­
tional membership and self-dealing to the elimination of fixed 
rates. 

In addition, S. 249 would prohibit members dealing for·an account 
in which they or an associated person exercised investment dis­
cretion. In effect, it would require the separation of money 
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management and brokerage services. This latter prov~s~on was 
deemed necessary to eliminate possible conflicts of interest 
brought about by a money manager earning brokerage fees by 
"churning," or excessively turning over an account's portfolio. 

Registration of brokers and dealers 

s. 249 would require all brokers and dealers (whether firms or 
individuals) to register with the SEC and would require the SEC 
to take affirmative action on all applications. Within 45 days 
the SEC must either approve the application or start administra­
tive action to determine whether it should be denied. Such re­
view would have to be completed within 120 days. Within 6 to 
12 months of an approval, the SEC would be required to conduct 
an inspection to see if the broker or dealer was conforming to 
all applicable rules and regulations. The provision would also 
require the SEC to issue minimum capital requirements for brokers 
and dealers and authorize it to prescribe minimum training and 
competence standards. 

Municipal securities 

s. 249 would require securities firms and banks which underwrite 
and trade securities issued by States and municipalities to 
register with the SEC. The exemption for issuers of municipal 
securities would continue. The provision would establish a 15-
member self-regulatory Municipal Securities Rulemaking Board 
with broad rulemaking, but no enforcement or inspection, authority. 
SEC oversight would be the same as for other self-regulatory bodies. 
The SEC would be responsible for inspection and enforcement with 
respect to dealers which are securities firms and would share that 
authority with bank regulatory agencies for those dealers organized 
as banks. 

Institutional investors disclosure 

S. 249 would require large institutional investors to report their 
holdings and transactions to the SEC. It would require investors 
having a portfolio worth $100 million or executing a transaction 
of at least $500,000 (or such lower amounts as SEC prescribes) to 
report to the SEC. All information would then be publicly avail­
able, except under limited circumstances. Treasury, in letters 
to both Houses, supported such disclosures for holdings, but 
opposed it for transactions. Transactional disclosure could place 
some investors at a disadvantage by helping to reveal_ .the invest­
ment strategy of the institutions which manage their funds. 
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National Market Board 

s. 249 would authorize the establishment of a 15-member advisory 
committee, the National Market Board. In addition to advising 
the SEC on proposed exchange and association rule changes and 
the future of the national market system, the Board would be 
authorized to conduct a feasibility study of the need for a 
new self-regulatory body to administer the system. Treasury 
opposed the creation of a new regulatory organization because 
the SEC has already used its authority to appoint advisory 
committees and because it was felt that the Board would be 
strongly inclined to recommend its own continuance. The enrolled 
version, however, is an improvement over the original Senate ver­
sion because it establishes an advisory committee rather than a 
new self-regulatory body immediately. 

SEC authorizations 

s. 249 would authorize appropriations for the SEC of $51 million 
for fiscal year 1976 and $55 million for 1977. The Administra­
tion's proposed budget called for $47.2 million for 1976 and 
$49.2 for 1977. The SEC has estimated that it would cost an 
additional $4 million per year to implement this bill. 

* * * * * 

This enrolled bill is a major first step in regulatory moderniza­
tion of the securities industry. While it increases regulation 
in some areas, (e.g., adding control over dealers in municipal 
securities) it goes far toward removing impediments to competition 
which have grown up throughout the industry. 

It will be a large aid in helping the industry keep pace with the 
changing American economy and technology and ensuring that the 
consumer receives the benefits of better service and generally lower 
prices. We recommend that you take this opportunity to draw atten­
tion to the need for similar reforms in other industries by high­
lighting the pro-competitive and investor protection features of 
this bill and by urging the SEC to continue to press for quick 
implementation of the National Market System. A draft signing 
statement is attached for your consideration. 

9~- .• rn.cr/ 
/Assistant Director 

for Legislative Reference 

Enclosures 
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STATEMENT BY THE PRESIDENT 

The American economy has grown and prospered over the years 

through a system of free enterprise as vigorous and successful as any 

economic systen1. in the world. Capital investment has produced 

millions of jobs and thousands of business opportunities for Americans. 

The success of that investment system is convincingly demonstrated 

in every index of the magnitude and basic strength of our economy, 

and in comparison with the econon1.ies of other nations. 

Today, our economy is faced with serious challenges, and an 

unprecedented supply of capital will be re'}uired over the next few 

years to help finance the business and governrnent investment neces-

sary to restore and broaden the capital base necessary for future 

growth. In order to insure that our capital markets continue to 

function fairly and efficiently to meet these challenges, it is vital that 

we constantly seek ways to in1.prove their operations. Anl.ong other 

things, we must be sure that lav.:s and regnl.:1.ti9ns written 30 or 40 years 

ago do not unfairly interfere with the need for changes in our modern-day 

markets. It is with this important goal in mind that I am very pleased 

to sign into law today the Securities Act Amendments of 1975. 

This act will provide important new dirc,ctives to the industry and 

its regulators to insure that competition is always a prime consideration 

in establishing or abolishing rnarket rules. And it will continue to 

strengthen the rules calling [or ltigh stanrl ard s of financial capability 

and ethical behavior on the part of those individuals and institutions 

which perform important market functions . 

The Importance of Com petition 

The act seeks to insure that market participants function with the 

highest degree of efficiency and that the capital. markets will themselves 

be orderly and accessible. The key to reaching this objective will be a 
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new National Market System for Securities. The act charges the 

industry and the Securities and Exchange Commission to work coop-

eratively, but in the words of the House-Senate Conferees, it is 

intended that "the national market system evolve through the inter-

play of competitive forces as unnecessary regulatory restrictions 

are removed." No government formula nor any industry system of 

exclusionary rules can match the incentives and rewards for inno-

vation and improved efficiency which natural competition provides. 

The legislation encourages greater use of available improve-

.. 
ments in electronic and communications technology as the basis for 

a fully-integrated trading system. A system in which buyers and 

sellers are aware of the full range of securities prices will help 

insure that artificial restrictions on competition no longer distort 

the market's true expression of supply and demand. It will also help 

reduce the cost of transacting trades. 

The act also directs members and supervisors of securities 

exchanges to examine rules which tend to l~mit the number and variety 

of participants eligible for membership. Open competition within 

exchanges is just as important as competition betweendifferent markets, 

and the right to enter these markets and provide a necessary public 

service should not be subjected to arbitrary institutional rules which 

limit competition. It is my hope also that the SEC will, in the process of 

helping to shape the National Market System, take steps to eliminate 

obsolete or overlapping regulations which unnecessarily constrain the 

market. 

• I also want to stress the importance of the SEC's decision to dis-

allow all fixed rates of brokerage commission previously set by those 

firms and individuals which comprise the securities industry. 

It is my strong belief that government has unwisely condoned a 

wide range of anti-competitive price regulation. My Administration 

will continue to press for legislative reforms to amend or abolish such 
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practices. I commend the SEC for its efforts and the industry for 

its cooperation in reaching the important goal of freely competitive 

pricing for a full range of brokerage and other services. I am confi­

dent that in the long run, this policy will produce a much healthier 

industry. 

New Protections for Investors 

Public confidence is a vital ingredient if our capital markets are 

to continue to attract a wide variety of investors. Though large insti­

tutions have become increasingly active as owners and traders of 

securities, individuals still represent the backbone of the American 

capital system. This act provides important new safeguards which 

will help insure public trust in the securities markets. Among these 

safeguards are new rules for brokers' financial strength and accounta­

bility. The act imposes new restrictions on "self-dealing" to eliminate 

a potential conflict of interest and deny institutions a special advantage 

over individual investors. The act further requires periodic disclosure 

by institutional investors of their holdings and transactions in securities. 

Conclusion 

My Admlnistration is seeking major reforms in many Federal 

regulatory agencies, to eliminate unnecessary restrictions and promote 

more efficient and competitive industries. 

This legislation is the product of ten years of intensive work by 

several Administrations, the Congress, the Securities and Exchange 

Commission and the many elements of the securities industry. 

The product is a good one, and it represents the first of what I 

hope will be a long series of much-needed regulatory reforms. 
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Insert to Recommended Signing Message. 

To be added at end of paragraph 3 on first page: 

(z.n this regard, I understand that the legislation 
contain~; an inudvertent t.echnical error concerning the 
presence of a transfer agent as a jurisdictional basis for 
state or local taxation of securities transactions. I also 
understand that legislation to correct this error retro-
actively is being prepared 1and that such legislation will 
receive prompt consideration in Congress. When such 
corrective legislation is presented to me, I intend to 
sign i.t) 
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STATE~lliNT BY THE PRESIDENT 
? 

j 

The American economy has grown and prospered over 

the years through a system of free enterprise more vigorous 

~ 
any \economic system in the \vorld. and successful than 

Capital investment has produced millions of jobs and 

thousands of business opportunities for Americans. 

The success of that investment system is convincingly 

demonstrated in every index of the magnitude and basic 

strength of our economy, and in comparison with the 

economies of other nations. 

Today, our economy is faced with serious challenges. 

~ An unprecedented supply OI FapJ.tal \vill be required 

over the next fe>v years to 

·markets continue to function fairly and efficiently to 

meet these challenges, it is vital that we constantly seek 

ways to improve their operations. Am:mg other things, 

we must be sure that laws and regulations written 30 or 

40 years ago do not unfairly interfere with the need for 

changes in our modern-day markets. It is with this important 

goal in mind that I am very pleased to sign into law today 

the Securities Act Arnendmen.ts of 1975. 
~ f""'P~u. oJ.. Crh-1p~ Iii~~ 

This act \vill provide important new directives to the 

industry and its regulators to insure that competition , 
is always a prime consideration in establishing or abolishing 

market rules. A11d it will continue to strengthen the rules 

calling for high standards of financial capability and 

ethical behavior on U1e part of those individuals and 

institutions which perform important market. functions. 



·--~ 

l' 

2 

The act seeks to insure that market participants· 

function with the highest degree of efficiency and that 

the capital markets will themselves be orderly and 

accessible. The key to reaching this objective will be 

.)(a new Utional ~rket )ystem for ~ecurities. The act 

charges the industry and the Securities and Exchange 

Commission to work cooperatively, but in the words of 

the House-Senate Conferees, it is intended that "the 

national market system evolve through the interplay of 

competitive forcesJas unnecessary regulatory restrictions 

are reiiOved." No Government formula nor any industry 

system of exclusionary rules can match the incentives 

and rewards for innovation and improved efficiency which 

natural competition provides. 

This legislation encourages greater us~ of available 

improvements in electronic and communications technology 

as the basis for a fully-integrated trading system. A 

system in which buyers and sellers are aware of the full 

range of securities prices will help insure that artificial 

restrictions on competition no longer distort the market's 

true expression of supply and demand. It will also help 

reduce the cost of transacting trades. 

The act also directs members and supervisors of 

securities exchanges to examine rules which tend to limit 

the number and variety of participants eligible for 

membership. 

enter these markets and provide a 

necessary public service should not be subjec~ to arbi­

trary institutional rules which limit competition. It 

is my hope also that the SEC will, in the proces.s of 

helping to shape the ~tional ~rket sYstem, take steps 

to eliminate obsolete or overlapping regulations which 

unnecessarily constrain the market. 
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I also want to stress the importance of the SEC's 

decision to disallow all fixed rates of brokerage 

commission previously set by those firr.s and individuals 

which comprise the securities industry. 

It is my strong belief that C~vernment has unwisely 

condoned a wide range of anti-competitive price regulation. 

My Administration will continue to press for legislative 

reforms to amend or abolish such practices. I commend 

the SEC for its efforts,and the industry for its cooperation, 

in reaching the important goal of freely competitive 

pricing for a full range of brokerage and other services. 

I am confident that, in the long run, this policy \vill 

produce a much healthier industry. 

New Protections for Investors 

Public confidence is a vital ingrsdient if our capital 

markets are to continue to attract a \vide variety of in-

vestors. Though large institutions have become increasingly 

active as owners and traders of securities, individuals 

still represent the backbone of the American capital system. 

This act provides important ne\v safegue.rds which \'Till help 

insure public trust in the securities markets. Among these 

safeguards are new rules for brokers' fia.:.ncial strength 

and accountability. The act imposes Lew restrictions on 

"self-dealing" to eliminate a potential conflict of interest 

and deny institutions a special advan'::o..;e C'Ier individual 

i!}Vestors. The act further requires periodic disclosure 

by institutional investors of their holdings and transactions 

in securities. 
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Conclusion 

My Administration is seeking major reforms in many 

Federal regulatory agencies~lirninate unnecessary 

restrictions and promote more efficient and competitive 

industries. 

This legislation is the product of ten years of 

intensive work by several Administrations, the Congress, 

the Securities and Exchange Commission and the many 

elements of the securities industry. 

The product is a good one, and it represents the 

first of what I hope will be a long series of much-needed 

regulatory reforms. 

' / 



STATEMENT BY THE PRESIDENT 

The American economy has grown and prospered over 

the years through a system of free enterprise more 

vigorous and successful than any other economic system 

in the world. Capital investment has produced millions 

of jobs and thousands of business opportunities for 

Americans. The success of that investment system is 

convincingly demonstrated in every index of the magnitude 

and basic strength of our economy, and in comparison with 

the economies of other nations. 

Today, our economy is faced with serious challenges. 

An unprecedented supply of new capital will be required 

over the next few years to help restore and broaden a 

sound, expansionary capital base through business and 

Government investment. In order to insure that our 

capital markets continue to function fairly and 

efficiently to meet these challenges, it is vital that 

we constantly seek ways to improve their operations. 

Among other things, we must be sure that laws and regula-

tions written 30 or 40 years ago do not unfairly interfere 

with the need for changes in our modern-day markets. 

It is with this important goal in mind that I am very 

pleased to sign into law today the Securities Act 

Amendments of 1975. 

The Importance of Competition 

This act will provide important new directives to 

the industry and its regulators to insure that competition 

is always a prime consideration in establishing or 

abolishing market rules. And it will continue to strengthen 

the rules calling for high standards of financial capability 

and ethical behavior on the part of those individuals and 
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institutions which perform important market functions. 

(In this regard, I understand that the legislation 

contains an inadvertent technical error concerning the 

presence of a transfer agent as a jurisdictional basis 

for state or local taxation of securities transactions. 

I also understand that legislation to correct this 

error retroactively is being prepared, and that such 

legislation will receive prompt consideration in Congress. 

When such corrective legislation is presented to me, I 

intend to sign it.) 

The act seeks to insure that market participants 

function with the highest degree of efficiency and 

that the capital markets will themselves be orderly and 

accessible. The key to reaching this objective will be 

a new National Market System for Securities. The act 

charges the industry and the Securities and Exchange 

Commission to work cooperatively, but in the words of 

the House-Senate Conferees, it is intended that "the 

national market system evolve through the interplay of 

competitive forces, as unnecessary regulatory restrictions 

are removed." No Government formula nor any industry 

system of exclusionary rules can match the incentives 

and rewards for innovation and improved efficiency which 

natural competition provides. 

This legislation encourages greater use of available 

improvements in electronic and communications technology 

as the basis for a fully-integrated trading system. A 

system in which buyers and sellers are aware of the full 

range of securities prices will help insure that 

artificial restrictions on competition no longer distort 

the market's true expression of supply and demand. It 

will also help reduce the cost of transacting trades. 
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The act also directs members and supervisors of 

securities exchanges to examine rules which tend to 

limit the number and variety of participants eligible 

for membership. Open competition within exchanges 

is just as important as competition among different 

markets. The right to enter these markets and provide 

a necessary public service should not be subject to 

arbitrary institutional rules which limit competition. 

It is my hope also that the SEC will, in the process of 

helping to shape the National Market System, take steps 

to eliminate obsolete or overlapping regulations which 

unnecessarily constrain the market. 

I also want to stress the importance of the SEC's 

decision to disallow all fixed rates of brokerage 

commission previously set by those firms and individuals 

which comprise the securities industry. 

It is my strong belief that Government has unwisely 

condoned a wide range of anti-competitive price 

regulation. My Administration will continue to press 

for legislative reforms to amend or abolish such practices. 

I commend the SEC for its efforts, and the industry for its 

cooperation, in reaching the important goal of freely 

competitive pricing for a full range of brokerage and 

other services. I am confident that, in the long run, 

this policy will produce a much healthier industry. 

New Protections for Investors 

Public confidence is a vital ingredient if our 

capital markets are to continue to attract a wide variety 

of investors. Though large institutions have become 

increasingly active as owners and traders of securities, 

individuals still represent the backbone of the American 
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capital system. This act provides important new 

safeguards which will help insure public trust in the 

securities markets. Among these safeguards are new 

rules for brokers' financial strength and accountability. 

The act imposes new restrictions on "self-dealing" to 

eliminate a potential conflict of interest and deny 

institutions a special advantage over individual 

investors. The act further requires periodic disclosure 

by institutional investors of their holdings and 

transactions in securities. 

Conclusion 

My Administration is seeking major reforms in many 

Federal regulatory agencies to eliminate unnecessary 

restrictions and promote more efficient and competitive 

industries. 

This legislation is the product of ten years of 

intensive work by several Administrations, the Congress, 

the Securities and Exchange Commission and the many 

elements of the securities industry. 

The product is a good one, and it represents the 

first of what I hope will be a long series of much-needed 

regulatory reforms. 
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STATEMENT BY THE PRESIDENT 

The American economy has grown and prospered over the years 

~2-.G ~ 
through a sy'stem of free enterprise "38 vigorous and successful ;&D any 

economic system in the world. Capital investment has produced 

millions of jobs and thousands of business opportunities for Americans. 

The success of that investment system is convincingly demonstrated 

in every index of the magnitude and basic strength of our economy, 

and in comparison with the economies of other nations. 

Today, our economy is faced with serious challenges~ .0 an 

unprecedented supply of capital will be required over the next few 

years to help finance the business and government investment neces­
~ 
~ ~., 

sary to restore and broaden ~capital base . .aeee ss; ~ ft:tttH;e 
-----

grow~·=--rn--orde-;-to-i~sure that our capital markets continue to 

function fairly and efficiently to meet these challenges, it is vital that 

we constantly seek ways to improve their operations. Among other " 

things, we must be sure that laws and regulations written 30 or 40 years 

ago do not unfairly interfere with the need for changes in our modern-day 

markets. It is with this important goal in mind that I am very pleased 

~ 
to sign into law today the Securities Act Amendments of 1975. 

This act will provide important new directives to the industry and 

its regulators to insure that competition is always a prime consideration 

in establishing or abolishing market rules. And it will continue to 

strengthen the rules calling for high standards of financial capability 

and ethical behavior on the part of those individuals and institutions 

'\Vhich perform important market functions. 

The Importance of Competition 

The act seeks to insure that market participants function with the 

highest degree of efficiency and that the capital markets will themselves 

be orderly and accessible. The key to reaching this objective will be a 

X 
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new y{tional ~arke~$ystem f~urities. The act charges the 

industry and the Securities and Exchange Commission to work coop-

eratively, but in the words of the House-Senate Conferees, it is 

intended that "the national market system evolve through the inter-

play of competitive forces as unnecessary regulatory restrictions 

are removed." No government formula nor any industry system of 
-:::::_ 

exclusionary rules can match the incentives and rewards for inno-

vation and improved efficiency which natural competition provides. 

~ 
~ legislation encourages greater use of available improve-

ments in electronic and communications technology as the basis for 

a fully-integrated trading system. A system in which buyers and 

sellers are aware of the full range of securities prices will help 

insure that artificial restrictions on competition no longer distort 

the market's true expression of supply and demand. It will also help 

reduce the cost of transacting trades. 

The act also directs members and supervisors of securities 

exchanges to examine rules which tend to limit the number and variety 

of participants eligible for membership. Open competition within 

exchanges is just as important as competition between different markets, 

and the right to enter these markets and provide a necessary public 

service should not be subjected to arbitrary institutional rules which 

limit competition. It is my hope also that the SEC will, in the process of 

helping to shape the pa.tional ~rket~tem,. take steps to eliminate f. 
obsolete or overlapping regulations which unnecessarily constrain the 

market. 

I also want to stress the importance of the SEC's decision to dis­

allow all fixed ~es of brokerage commission previously set by those 

firms and individuals which comprise the securities industry. 

It is my strong belief that government has unwisely condoned a ..,..--
.......-........ 

wide range of anti-competitive price regulation. My Administration 

vvill continue to press for legislative reforms to amend or abolish such 
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practices. I commend the SEC for its efforts and the industry for 

its cooperation in reaching the important goal of freely competitive 

pricing for a full range of brokerage and other services. I am confi-

dent tha) in the long run, this policy will produce a much healthier 

industry. 

New Protections for Investors 

Public confidence is a vital ingredient if our capital markets are 

to continue to attract a wide variety of investors. Though large insti-

tutions have become increasingly active as owners and traders of 

securities, individuals still represent the backbone of the American 

capital system. This act provides important new safeguards which 

will help insure public trust in the securities markets. Among these 

safeguards are new rules for brokers' financial strength and accounta-

bility. The act imposes new restrictions on 11 self-dealing" to eliminate 

a potential conflict of interest and deny institutions a special advantage 

over individual investors. The act further requires periodic disclosure 

by institutional investors of their holdings and transactions in securities. 

Conclusion 

My Administration is seeking major reforms in many Federal 

regulatory agencies, to eliminate unnecessary restrictions and promote 

more efficient and competitive industries. 

This legislation is the product of ten years of intensive work by 

several Administrations, the Congress, the Securities and Exchange 1\ 
I 

Commission and the many elements of the securities industry. 

The product is a good one, and it represents the first of what I 

hope will be a long series of much-needed regulatory reforms. 



STATEMENT BY THE PRESIDENT 

The American economy has grown and prospered over the years 

through a system of free enterprise as vigorous and successful as any 

economic system in the world. Capital investment has produced 

millions of jobs and thousands of business opportunities for Americans. 

The success of that investment system is convincingly demonstrated 

in every index of the magnitude and basic strength of our economy, 

and in comparison with the economies of other nations. 

Today, our economy is faced with serious challenges, and an 

unprecedented supply of capital will be required over the next few 

years to help finance the business and government investment neces-

sary to restore and broaden the capital base necessary for future 

growth. In order to insure that our capital markets continue to 

function fairly and efficiently to meet these challenges, it is vital that 

we constantly seek ways to improve their operations. Among other 

things, we must be sure that laws and regulations written 30 or 40 years 

ago do not unfairly interfere with the need for changes in our modern-day 

markets. It is with this important goal in mind that I am very pleased 

to sign into law today the Securities Act Amendments of 1975. 

This act will provide important new directives to the industry and 

its regulators to insure that competition is always a prime consideration 

in establishing or abolishing market rules. And it will continue to 

strengthen the rules calling for high standards of financial capability 

and ethical behavior on the part of those individuals and institutions 

which perform important market functions. 

The Importance of Competition 

The act seeks to insure that market participants function with the 

highest degree of efficiency and that the capital markets will'.themselves 

be orderly and accessible. The key to reaching this objective will be a 
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new National Market System for Securities. The act charges the 

industry and the Securities and Exchange Commission to work coop-

eratively, but in the words of the House-Senate Conferees, it is 

intended that "the national market system evolve through the inter-

play of competitive forces as unnecessary regulatory restrictions 

are removed." No government formula nor any industry system of 

exclusionary rules can match the incentives and rewards for inno-

vation and improved efficiency which natural competition provides. 

The legislation encourages greater use of available improve-

ments in electronic and communications technology as the basis for 

a fully-integrated trading system. A system in which buyers and 

sellers are aware of the full range of securities prices will help 

insure that artificial restrictions on competition no longer distort 

the market's true expression of supply and demand. It will also help 

reduce the cost of transacting trades. 

The act also directs members and supervisors of securities 

exchanges to examine rules which tend to l~mit the number and variety 

of participants eligible for membership. Open competition within 

exchanges is just as important as competition between different markets, 

and the right to enter these markets and provide a necessary public 

service should not be subjected to arbitrary institutional rules which 

limit competition. It is my hope also that the SEC will, in the process of 

helping to shape the National Market System, take steps to eliminate 

obsolete or overlapping regulations which unnecessarily constrain the 

market. 

I also want to stress the importance of the SEC's decision to dis-

allow all fixed rates of brokerage commission previously set by those 

firms and individuals which comprise the securities industry. 

It is my strong belief that government has unwisely condoned a 

wide range of anti-competitive price regulation. My Administration 

will continue to press for legislative reforms to amend or abolish such 
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practices. I commend the SEC for its efforts and the industry for 

its cooperation in reaching the important goal of freely competitive 

pricing for a full range of brokerage and other services. I am confi-

dent that in the long run, this policy will produce a much healthier 

industry. 

New Protections for Investors 

Public confidence is a vital ingredient if our capital markets are 

to continue to attract a wide variety of investors. Though large insti-

tutions have become increasingly active as owners and traders of 

securities, individuals still represent the backbone of the American 

capital system. This act provides important new safeguards which 

will help insure public trust in the securities markets. Among these 

safeguards are new rules for brokers' financial strength and accounta-

bility. The act imposes new restrictions on "self-dealing" to eliminate 

a potential conflict of interest and deny institutions a special advantage 

over individual investors. The act further requires periodic disclosure 

by institutional investors of their holding• and transactions in securities. 

Conclusion 

My Administration is seeking major reforms in many Federal 

regulatory agencies, to eliminate unnecessary restrictions and promote 

more efficient and competitive industries. 

This legislation is the product of ten years of intensive work by 

several Administrations, the Congress, the Securities and Exchange 

Commission and the many elements of the securities industry. 

The product is a good one, and it represents the first of what I 

hope will be a long series of much-needed regulatory reforms. 
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The Importance of Competition 

The act seeks to insure that market participants 

function with the highest degree of efficiency and that 

the capital markets will themselves be orderly and 

accessible. The key to reaching this objective will be 

a new national market system for securities. The act 

charges the industry and the Securities and Exchange 

Commission to work cooperatively, but in the words of 

the House-Senate Conferees, it is intended that "the 

national market system evolve through the interplay of 

competitive forces as unnecessary regulatory restrictions 

are removed." No Government formula nor any industry 

system of exclusionary rules can match the incentives 

and rewards for innovation and improved efficiency which 

natural competition provides. 

This legislation encourages greater use of available 

improvements in electronic and communications technology 

as the basis for a fully-integrated trading system. A 

system in which buyers and sellers are aware of the full 

range of securities prices will help insure that artificial 

restrictions on competition no longer distort the market's 

true expression of supply and demand. It will also help 

reduce the cost of transacting trades. 

The act also directs members and supervisors of 

securities exchanges to examine rules which tend to limit 

the number and variety of participants eligible for 

membership. Open competition within exchanges is just 

as important as competition between different markets, 

and the right to enter these markets and provide a 

necessary public service should not be subjected to arbi­

trary institutional rules which limit competition. It 

is my hope also that the SEC will, in the process of 

helping to shape the national market system, take steps 

to eliminate obsolete or overlapping regulations which 

unnecessarily constrain the market. 
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I also want to stress the importance of the SEC's 

decision to disallow all fixed rates of brokerage 

commission previously set by those firms and individuals 

which comprise the securities industry. 

It is my strong belief that Government has unwisely 

condoned a wide range of anti-competitive price regulation. 

My Administration will continue to press for legislative 

reforms to amend or abolish such practices. I commend 

the SEC for its efforts and the industry for its cooperation 

in reaching the important goal of freely competitive 

pricing for a full range of brokerage and other services. 

I am confident that, in the long run, this policy will 

produce a much healthier industry. 

New Protections for Investors 

Public confidence is a vital ing~edient if our capital 

markets are to continue to attract a wide variety of in­

vestors. Though large institutions have become increasingly 

active as owners and traders of securities, individuals 

still represent the backbone of the American capital system. 

This act provides important new safeguards which will help 

insure public trust in the securities markets. Among these 

safeguards are new rules for brokers' financial strength 

and accountability. The act imposes new restrictions on 

"self-dealing" to eliminate a potential conflict of interest 

and deny institutions a special advantage over individual 

investors. The act further requires periodic disclosure 

by institutional investors of their holdings and transactions 

in securities. 
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Conclusion 

My Administration is seeking major reforms in many 

Federal regulatory agencies, to eliminate unnecessary 

restrictions and promote more efficient and competitive 

industries. 

This legislation is the product of ten years of 

intensive work by several Administrations, the Congress, 

the Securities and Exchange Commission and the many 

elements of the securities industry. 

The product is a good one, and it represents the 

first of what I hope will be a long series of much-needed 

regulatory reforms. 




