14. I8 THE FRONT-END LoAp JUSTIFIED BECAUSE MOST 0oF THOSE . WHO HAYVE INVESTED
IN CONTRACTUAT PLANS HaAvVE MADE OR courp REALIZE A PROFIT DESPITE THE
FRONT-END LoaDp DEDUCTIONS 7 ) . : :

Despite the generally rising levels of the Stock markets during the bast 15 or
cars, 10"and 12 years aftep Dburchasing contractual Dlans, 25 bercent and 83
bercent of the investors in twe of the four contractual Plans which have sup-

. mitted data had lost money, f . IR = :
~..Nor have the plan Sbonsors denjed that most of those who lost money’ did so
because*of,the front-end load deductions, In view of ‘the generally rising market
levels, very few would have had a loss haq the usua] saleg load de’ductic‘)‘n‘ been
applicable rather than the front-end loaq. L i

‘Even more important, berhaps, is the fact the the risks ereateq by this form
of selling are borne solely by the Planholders, The sale of g Security does not
Create g Profit-sharing arrangement between the broker-dealer and his customer.
Yet the sellers take one-half of the firgt Year's Dbayments ang only half (or less )
of the investory bayments for that period 80 to work for him, - ,

remedies they offer are, however, woefully inadequate

-One such Suggestion is'to extend the 30-day refund Drivilege, Dresently offered

by plan Sponsors that account for 70 bercent of the contractua) pl.anﬂbusiness,

to all contractual plang, . However, ‘€Xperience ‘showg ‘that thig brivilege does
not redices the'high: redemption ‘and, Iz;pseg‘éra‘tes, On contractual plang,

The Special Study’s survey of contractua] plans sold in February 1959 found

i or redemptiong and lapseg

on contractug] pPlans sold with the 30-day refund Privilege wag higher than the

comparabple figure (82.99%) for contractual plans solq Wwithout that Privilege *

But how can he know what hig financial future wiyy be? Adverse Ppersonal cir-
cumstancesg long after the sale may render him,ﬁnanmally, unable t;o continue

hig purchases—eand Ido nont»suggest, as the blan \spoinsors have,r!tha,t ,thqse\cirqu‘m-

I Mestimony of Association of Mutual Fund Plan Sponsors, Ine, R, 443, : SR
ee Keport of Special Study of Securities ‘Markets, 88th Cong,, 1st Sess., House Doc..
No. 95, Pt, 4, p; 2638, Tabl/ef'XI~11.‘ : : i . :




