Addregs of Jazes C, Sarpent, Reglonsl Adminiutrator
of the ilew fork legional (ffice of the Securitios &
Exchanse Lommission, at the leneral Linney eeting
of the Rew York-ec.rity Lcalers Association at the
LCowntown Athletdic Clubh, Fay 3, 1956.

It is a great pleasure for re to appear Lefore the Low
York Security Tealers Association at their Cereral Dinner-lieeting.
This 15 the seconi opportupity since 1 assunsd the office of.the
ltegional Admdnistrator of tie kew York iegional Uffice of the SEC to
be with you at a dimner, The last tizs was on the occasion of your
30th Annaal Linner, whith was Leld inthe Grand Zallroom of the Elltrore
Fotel, on I'riday, Farch 9, 1956. I au also very hoored to te asked
to say a few words to you tonight,

When yoor organisetion was forred over tnirty years
agoy it was forimed with full recognit:on of the need and bhencfits to bte
gained from solf-rogulation of the over-the-counter business, I note
that your then expressed high principles included a desire to prorote
and uphold the fair end eguitable principles of trade, {o maintgn the
higtest standards of businoss cthicg and integrity over the association
merbars, and thus to promots the interests of the investing public
and its rmerbers, In wy brief association with many of you who are
here tonight, I have seen strong evidences of a continuation and an
implimantation-in your daily work and functions of these fully ex-
pressed and high-rdnded principles,
X would also like to say that these principles are

comparable to tie basic tonets which I an sure Congress had in mind when
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it specifically roquired the Securities and Fxchange Commlssion
to insist upon full and fair disclosure of the pertinent business
and financizl informatlon to the meabers of the investing public,
Only by such disclosure can the confidence and faith in the
capital markets be reintained,

Of course, you all know that as the he;d of the Kew
York Regional Uffice of the Securities ard Ixehenze Cormission, I
cannot speak for tho Commission, You must slso rezlive that as the
Chief Federal ‘ccurities officer in the Few York and Kew Jersey
erea, I am concernad with carrying out the high purpeses exzrossed
by Congress in the securities laws,

Tre tremendous current eccromic activities in the
sscurlties business have increased the task of the Commission in
earrying out the Congressional mandate to protect the interests
of public investors, For instance, the armount of corporate securi-
ties registered with the Commission for sale to the public during
1955, consisted of 938 rezistration statements, totalling nearly
12 biliton dollars, and under legulation Als §300,000, exemption
15628 offerings for a total of 29l million dollars. Comparing
these to tge scourities registercd in the year 1935 of 2.8 billion,
or to 1942 when 800 million dollars of securitiés vere rogistercd,
or with resseet to Pegulation A's to the year 1946 when thers
were 1348 offeringzs for an aggregate qfrering price of 162 million
dollars, you can get aﬁ idea of the tremendous finsncizl activity

of recent date and the relatively large increase in the volums
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of work which must be done by this Cormission, “There has elso

been a concomltant increase in ihe trading in oorporate securie
ties where market value of 211 shares traded on the nationnl securie
ties exchanges amounted to 15.3 billion dollars in 1935, and to
almost L0 billion dollars ig 1955, ‘This rather startling browth
has inevitably increased the natursl attractiveness of ths socurie
ties business &s_a vocation,

You also know that under the fecurities Ixchange Act
of 1934 the Commisaion has the responsidbility for regulating the
practices of the stock exchanges, of.the over-the-countey rarkets
and of brokers and dsalsra, Tnis Act prohibits any broker or
dealer froem using the rails or other means or instrumentality of
inter~stats commerce to effect any transaction in or induce the
purclase cr tzle of any security otherwlse ihen on a national
securitics exchange, unless such br§ker or dealer is registered
¥ith the Commissions The nigch velwns of corporate financing
and the large increass in securdties trading has attracted into
the broker-dsaler ranks many persons who are untrainzd in financial
affairs, and who have had limited, if any, experience in handling
the sscurities or funis of otler persons, Hany of thece now
raglstrants have limited capital, and are not imbued with tre
sense of professional calling, inteprity, honeoty and fair dealing
within the securities business. The number of broker-dealers
registered with the Cémmission durin; the past fiscal year
has risen from L11l as of Decerber 31, 1953, to 4206 as of T'ecember
31, 195k, to LLLS as of Lecember 31, 1955, and to L4521 as of
Harch 31, 1956, or a 411 numcrical increase in registration, which
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is exactly 10% cn the noses In the lenvor=Colorado region,
there were 118 registered broker-dezlers as of Decembep 31, 1953,
vhereas as of Tocenber 31, 1955, there wera 265, or an increase
of almost 75%,.

¥hile 4 have no particular desire at this time
to eriticize any particular persons or activities, nevertheless,
a8 the Chiéf foderal “ecuritics officer in this Few York area,
I feel it is incumbant upon mo on this occasion to indulre |
in a few cautionary words or admonitions, I am decply concerned
that many of the 4merican pzople are becoming increasingly dige
satisflied with certain aspects of tie securities business and
the cacital merkets in this country, by rozson of certain abuses
by a2 few brokers and dealc:x;s in securities transactions, which
abuges sre similar to those indulged in way back in the 20's,
iore specifically, I fear there are attempts being mnde by
certain persons to get nesdimup public distribution of new
securities without benefit of registration and without full end
tair.disclosure to the investing public of the economic facts
and circumstances of particular comganies, Such brokers or
dealars wi.o are indulg;im; in these practices will urnquestionably
cause great damage to the capital rarketsy to the extent that
such practices have as their ultimate offect financial injury
to public investors, I hope that every merber of this
organization is greatly elaried whenever he learns that securie
ties bave been sold in utter disregard of the Federal securities
laws, Thus, where speculative seourities aro sold through high
pressure sales campaigns to individuals who camiot shoulder such
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speculative risks, and who Lave no knowledge of the speculative
nature of the stocks purchased, the ultinate effect of such sales
is to cavse a withdrawing of the confidencs a2rd the faith of
the little and the big investor from the capital rorket place.
This fact causes me great concern, as I am sure it doos to all
of you, I might alse point out trat the Attorney\(’eneral of
the State of lew York hag recently recommsnded to the Conpress
that euthority be given to the SHC to pass upon the merits of
securdties. Such a recom:erxiaﬁcn constitutes a rathar drastic
change from the Pederal philosuphy es expressed ih the securi-
ties laus, which is to require the Comrission viporously to insist
upon the principles-of full and fair disclosure of the economic
facts behind any particular corporation whoso securities are
for the first tdme bsing sold. I1n making reference to the
recommendation of the lew Yorksitate ftbtorney Cereral I am not
expressing an opinion :8 to whether llam in favor of such e
drastic change, tut 1 menlion it only to ewphasize the greot
concern of the liew York Ctate Attorney Ccneral for the protection
of public investors.

- And now 4 would like to state, in ilke “ew York
Regional Office there are six sections, In additiﬁn to the
Enforcement Section, we have a Regulation A Section, a Corplaint
and Inquiry Section, where inforrmotionzl requests from the public
generally sre answered, an Gffico of Investigation, & arket

furveillance Section, arnd a Reorganization “ection. I want you
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to }mo.w thet the office is opan from 9 to 5:30 fi¥e days a
week, and I assure you that we vwho occupy that office will
always be reedy, willing and very happy {o se¢ any of you to
discuss 2ny of your problems and to attempt to answer to the
best of our ebility any guestions which you may want to pose,
Apain, I want to thank you all for & very fine

occasion and an cxcellent dinner,



