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its commitments to. its present and prospé'c‘tiy'ef\éustomexs"and to a growing na-
tional economy. ‘To pare. down profit margins, while causing costs of investor
‘services to rise may well change the investment industry in ways that will be
adverse to the public interest. -~ e o R

' v ‘ " CONCLUSION

On the basis of the criteria set forth in this statement, the key propbsals in
HR 5910 and 5911, if adopted, would, in our view, result in less rather than more
protection and in poorer rather than_ better service to, the investor. The evidence
~at hand is inade uate for the :e‘stablishment of guidelines which may well prevail
for the next generatio‘n and have & serious’ impact'upfdn an industry as dynamic
and important to the national welfare as the mutual fund industry. ' s
" We submit that the implementation of these proposals wille 5o
Result in the deterioration of service to the investor. Some' firms may
~ discourage mutual fund business. _Eewei' new and specialized funds will be
“developed. Motives f‘ox"'uinno-vatidn’ rill bé 1ess compelling and gervices will
peretrenched. e e e o
‘Result in less protection for investors; because it will curtail the industry’s
financial capacity ‘for raising its standards and introducing new ‘safeguards.
Discourage cOm. etent individuals from ‘entering the securities business by
reducing compensation and the availability 'of financial ‘incentives. -
Finally, the legisrati’on‘beffore this Commiittee promises ‘to set down‘legislative
guidelines which could be controlling for many years. In our"view, ‘the case
presented for jc’hajhges",of <o fundamental ‘a nature has not: been ‘sufficiently
'documented through essential bafsf‘ic;rejs'eal_'ch;},' ot DR R
- Mr. DAVAN'L_'.']:‘»hankyou,sir.: e s e e T e
The Association of Stock - Exchange Firms 1s 2 54-year-old
organization of member firms of the New York Stock Exchange. Our
510 member organizations offer a complete array of f1n’iv'evstment,‘seifvmes ,
t0 all classes and sizes of 1nvestors——1nd1v1dua1 and institutional. They
account, according to New York Steck Txchange research estimates,
for at least 40 percent of all mutual fund sales to the investing public.
Many of our member firms are also members of the American,
- Midwest, and other leading security and commodity exchanges as well
as active in over-the-counter markets and 1n investment banking. =
- We wish to add to tl}e]record_ our thoughts on. how the seclirities
industry can best meet, 1ts commitment to the consumer-investor, the
public owned corporation, and the general public, We will suggest

soundly functioning ecurities business and

specific criteria for a
evaluate the proposals presently before Congress against these
standards. Sl : S e
For financial institutions to function in the public interest, they
(1) Provide facilities which are adequate to the growing needs and
changing requirements of 2 constantly expanding economy. '
2) Be able to withstand shock and be able to sustain losses.
(3) {Attract;and retain efficient ‘and camp’etent‘management; :
- (9) Contribute to economic growth by “attracting savings for
investment. : ; SRR S RPN N
Applying these principles to the securitles and mutual fund in-
ustries, they require that such organizations have the resources and
(A) Provide highly trained and qualified sales personnel who are
properly motivated to serve the public by educating, advising, and
protecting the investor. Provide “plant and"’eqtﬁpment”;—‘ofﬁces' and

the proper tools for handling a,,_,s,ubstantiallvglumepf transactions—

<o that investors in smaller com anities as well as big cities may have




