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" ‘'What I have thus far sgig. Suggests; T k;ﬁow; ‘that Section 22+ d).-shonla
bealed and that_mutual fund saleg chargeg should Jbe;determineds by

over what we now have. Anq there: aré ways of equalizing ‘the sitigs
independent dealer: distribut;edﬁ'vfu?nds'Wi;tiﬂ“thos;e‘v ‘Who emplbyf’(iabteréfs‘éi*‘ '

in the meémorandum of alternatives provigeq to you Whi'eh:frday-”bé, Troth the iy
dustry’s boint of view, Tess “drastic and ‘Whichr Wwe; On ‘balarice, deeny preferable
to an all-out competitive reginie.’ That a‘ltern'ati'Véfiis?‘to’/aﬁﬁéﬁ'df‘Se’fe‘tiof_nv’ 22{a)
to permit price maititenance up'to, birt only up to, 5o;. We sc’(inSidéréd*;ajil ‘of thegs
and while we were not persuaded that ‘thee: industry’s fears were =wa’x‘r;fmte‘d,%We=
recommended the approach found in séction’ 15 of the Bill: Undér the iy ;

sheltered from competitive pressy S at“the retail vel, but mutugr alegi
m c ject to g mares At the re '~ but aal- ot

8.

; ] Fice cotuipetition: Forig e

ber of reasons, ased ‘on' thé.view of Some that: i‘ﬁ'ﬁeﬁéﬂdeﬁt;hfbk@r-ﬁé@léﬁ's’

and their sdlesmen woulg ='in‘~'all‘fpmbiability’ far‘éﬂbétter'?und@r’a 5% ceiling: thay:

they would unger all-out competition. Those whi hold thig view e, that deleting:

Section 22 (d)- would Produce real competition ‘whigh: imight | tive ‘saleg:
organizationy gn advantage over Independent dealers. It doeg seem ‘g Bit: 'y

give‘?jeap
8Bt ans

realistic to expeot retail price competition to-de much te bring dotyn @ price of
those mutuajl ‘fund Shares which are S0ld ‘only by a- single ‘éxclisive Tetail dig-
tributor, at leggst immadiately. Although thig captive problem coulg be dealtﬁWifthi%"-&
for example, the law could require every  prineips] underwriter: tg ‘Make th
shares of its'funds available to- every registered bi"(aﬁkeride‘al'er Who ‘Wanted to el
em—the. Commsey . decider . any hat ("ight':’teﬁ’d’t@"
give large, captive ‘Selliing(orga_-ni’zation S'even'g ‘temporay advaritage: over ‘their
Smaller, independent competitors, Also, it ig impossible to-predict just how: miuch
downward Dréssure retail fpricev‘competiti'on‘ would ‘put on’ miutudl fund. ‘sale§
charges, While 1 am not persuaded that such. would be'the cise, ‘the industry hag
told us that market forces might drive the n’o'rm-al’jsalésil'oad'f’é‘ﬁr"'l‘i@l‘i)w 5%. 18
this occurred, ?eomp’eﬁi,tfidn-%Wﬁuld-h‘a;\'re a far more "markéd'j‘imya’ct oh‘/thev‘é'smm%
retail dealer and o that dealer’s salesmen than’the Cénimfssiol;"»s‘;preSeﬁft* ro-

In passing, I 'might ‘observe that thes’e,_~consid’;é'1"at;i'ma*s;;“ to which: 'thé“(;‘iomm‘iis;
sion gave muehfWéifght;in its"delibera’tiohs, ‘ought to' d‘é_rﬁomstt‘ateﬁ that'the . |.0;
Is concerned about the:small‘m=ap in the securitiey bustness, - T :

burely competitive~approach. _ .

‘ ‘Odmpéti'tion‘Wﬂl_u‘iadbﬁﬁted’fyid‘o a lot for the?khbwlejdgédble, Sophisticated,
Dprice-conseious Invéstor. But what would it"do fdz‘”tﬁe"*\iv'iddv’v‘Wh"d“l'l‘a'isfﬁever
hieard of the Wayp Street Journais Most peopls, not’ just: widows, ‘ave ot highly
Sophisticated in securities mattersg, They rely on the recommendations of sectri-
ties salesmen who holqd ;ﬂ;gemsel\ge_sﬂquvt to-haye _pecia,l,;!gnqw,‘lgdge and. wisdom
in this compneated',andf‘frisk-gaxposea7_,busfmess‘_,ov equity fih’vefsjtih;eﬁt.]Oompa;ri/son
shopping is difficult _for_ﬁer&bns' without all the tools of analysis at their command,
Hence free price competition in the sale of Iﬁutu"alﬂ.fund’s might well not achieve
the desired resylt, ' e [l A R

So at least it Seems to us, But we have never denied, that the question of .com-

Detition Yersus regulation is ,‘aﬁ“exceeding,ly close one.‘Pthap‘S]i,t would be ‘better
to permit sales charges to be set in a free market than to set them by law. Our
considerations ‘led us to Técommend g limited degree of Tegulation, Indeeq,
there may be other and more desiraple forms of regulation, (One Suggestion hag
been that the appropriate «‘sielrferegqlathjy institution shoyld. ttempt to.dea) with

he Dbroblem in the first Instance. with adequate /revjew,;an‘(; residual authority
in the. ,scom»mis‘silon, In thig latter connection, I sent. you a copy ‘of:,,’anju'()pih‘ign
of the'Depa_rtment of Justice «Whichﬁw‘as_‘ provided a:t?tpeix;‘equgst? of Senator Ben,




