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ticularly vulnerable to alleged “high pressure” selling. The facts show,
however, that this is not the case at all. A nationwide Survey was con-
ducted by Benson & Benson, Ine.; of Princeton, N..J -» for Invest-
ment Company Institute which provides a profile of the contractual
Plan investop. The survey showed that the median contractual plan-
holder is 43 years old ; is'a high school graduate or better ; is engaged
in a profession, or ag an executive, or 1n g skilled or semiskilled ca-
pacity ; owns a home worth $17,000; carries $13,000 of life msurance ;
~holds cash and savings bonds and securities aggregatin’g’$4:,500;,and
has a family income of $11,000 per year. o T
The survey shows conclusively that the contractual planholder has
two outstanding characteristics whicl, distinguish him from other mu-
tual fund shareholders, One of these is that he is not seeking to invegt
accumulated capital ; instead, he ig seeking to accumulate capital by the
&Ilocation of current income to an investment medium—in thig case,
equity securities, which brovide him not only the prospect of com.
pound accumulation, but also a hedge against inflation and deprecia-
tion of the value of the dollar. The other characteristic ig that in the
majority of instances the contractua] Planholder is not generally ac-
customed to investing in securities; he does not have a brokerage ac-
count and would not, be likely to do so had he not been sought out
by a salesman, and had the advantages of equity investing explained
to him, R , L
~The SEC’s statement that 8 to 4 hours per sale are required support
this thesis. L :
_ That contractual plans are sold on ap honest and torthright basis
should be readily apparent from the fact that from 1940 to the end of
January of this year, of a total of 3,656 complaints with respect to se-
curities matters received by the N ational Association of Securitieg
ealers, only two pertained to contractual plans, The SEC would
have you believe to the contrary by its constant allegations, including
those made at these hearings, that the front-end load induces “high
pressure” selling, although it has failed to substantiate this claim with
any evidence at all, . ) N
~ Despite the Tact that, as the statistics referred to above show, the
losses incurred by planholders whe terminate thejrp plans in the early
Jears are very small In _comparison to the profits realized by or ac-

cerned with methods of preventing losses resulting from ear]
terminationsg, Although dollar losses may be small, they can stil] hurt
when the cause of the early liquidation of the plan ig financial stress,
rather than a mere change in investment strategy, and although, as T
described earlier, and T think thig is import‘a,nﬂt, planholders have the
right to withdraw up to 90 percent, of the liquidation value of their
shares and to reinvest an equivalent amount without additional sales ,
charge at a later date, some planholders in financial stress do not feel
they will have such funds available in the future to reinvest and there-
fore terminate theiy plans. The President. directed his concern, to indi-
viduals who suffer financial stress in hig special message on consumer
Protection - delivereq earlier this year when he said of mnvestors of
modest means in contractual plans: ~ L

They may face g substantial losg if finanecial difficulties force them to withdraw
from the plan at an early date. - ‘
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