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be given to any proposals Submitted by the industry. Thug far, the industry hag
presented nothing except proposalg that woulg serve to further insulate the
advigory feeg from' judicial scrutiny. While it complains, for e€xample, about
the vaguenesg of ‘the standards that we have recommended gg appropriate for
determiningreasonarblenesrs of fees, it hag made no suggestion .as to changes in :
the standards made which would assist it in thig apparent quest for greater
certainty. The industryappear@ﬂ to be interesteq only in the king of certainty

usual standards of fiduciary duty. Here corporate managers gre dealing with
the  entitieg they contro] under conditiong which involve serious conflicts of
interest and marked differenceg in bargaining Dower between amateur investors
and professionaj advisers who control billiong of dollars of: bublic capital in g
few hands. We submit that the bublic interest,reqmnes this legislation.

IX. VV'HAT.OF, THE EFFECT OF SALES LoaAps REDUCTION ON SELLERS op
MUTUAL FUND SHARE?

During the hearings, much has been said about the adverse effect that the
sales load brovisions of H.R. 9510 and 9511 would have on those who sell mutua]
funds. The extent of thig adverse effect has, we believe, been exaggerated. A
decrease in 8ross revenue, if it occurs, may lower the income of at leagt some
€ beople who sell the item in question, ‘Of course, this is based on the
assumption that l'ovver‘salevsohargevs Will not make funqg shares more attractive
and thereby: sti\mulate;sales._Upon this Aassumption, enactment of the bil would
lower. the rearnings: of many. mutual fund sellers.and. may:. cause some of. them
to leave the business, : i ;

Now it is never pleasant to recommend a courge of action that will make. life
for some beople less comfortabie. Neverthelegg the Oommms‘saon, after years of
“careful consideration, unanimously concluded that, if the price maintenance
Scheme in the statute—which hag had the effect of raising costs—is tq be
continued, Substantia] reductions in mutual fund saleg charges woulg be in the
Dublic interest and that legislative action to achieve that objective is needed,

writers, there ig g constant upward Dressure on saleg loads. The strenuous op-

Dosition of almost every segment of the securitieg industry to the very thought of
free retai] price competition in the mutual fundbusiness is based upon the as-
Sumption that the prices now paid by mutu:al fund buyers are far higher than ’

It seems strange: to,so’me that, by and large, these high purchase Ccosts to buyers
have not resulted in high incomes for retail sellers, There is, however, a fairly

Selling mutual funds is an €asy occupation to enter, Almost anyone not found
guilty of 4 serious crime ean become a mutual fund salesman. Ang Since fund
salesmen are, with rare exceptions, compensated on g Dure commission basis,
another salesman adds little to the employer’s costs, Any sales that the new sales.
man makes (no matter how few or.small) ‘Produce income for the employer, It

efforts beyond that ig more difficult. Prospects aren’t that numerous because the
ratio of salesmen to brospective investors ig 80 high. In thig connection, I might
boint out that M. Cornelius Roach of Waddell & Reed, Inc,, estimated before




