is a desire to permit mutual fung salesmen to offer a rebate of all ‘or a portioh
of the sales Lommission as an inducement to.purchase mutual. fund shares. Per-

B. Oomparison ‘to stock ‘ewchange firms E , - o

The bill is an attempt with reference’ to the sales charge to cast the distripy.
tion of Mutual Fung shares in the same mold as transactions in stock on the
stock exchanges. 1t is true that a number of stock exchange brokers have estab-
lished ‘mutual fun .,de'pa:rtments and have salesmen Speeializing in the sale, of
mutual funds, but a very substantial bortion of shares of mutual funds are sold
by direct selling, o‘manizations wholly unrelated to stock e_xchange,brokers.._But
the mutual funds that are sold by stock exchange firms are usually sold:in an
entirely different manner from the manner in which those firms conduct their
stock,,eXchange operations. Thus, the fact that some stock exchange brokerage
houses’ gel] mutual fund shares outside the stock exchange, in addition to their
regular stock exchange business, is no justiﬁabl.e; reason to regulate the sale: of
mutual fund shares in g comparable manner ‘to stock exchange transactions,
These sales operations are two entirely Separate businesses with’ completely dif-
ferent attributes ang. should be so considered by the Congress, :

B, Distinctions from stock emhangc‘ operations ; ‘ '

The usual sale of g mutual fund share ig 2 more complex and time é‘onsuming
operation than the sale of shares on the stock market by a stock broker. The
structure, JPortfolio, investment objective,and 41'estrictions,,sales load and other ;
material fe,atures of each fund is complex and requires eonsid‘erable explanation

Shares of stock. The duty of clearly explaining the investment ig blaced upon
the salesman, most of whose sales in our company, which comprises about 159,
of the industry, are made by direct contact, by direct sales in the home or office.
Why. should the compensation of @ mitual Tund salesman who makes most of his

both on the purchase and sale of g listed stock. Oy mutual fund salesmen. receive
"o Gommission, for, nor is any charge imposed on, the redemption or transfer

of last year’s sales' when 10 billion shares were listed and 1,809,351,000 sold
(see New:Yo‘rk\ Stock Exchange Fact Book, 1966) ang trading is up. this year.
The salesman of listed stocks on the stock exchange is the beneficiary of this

G. So-called self-regulation, L , S

In the hearings there has been some mention of self-regulation with respect
to the sales charge of fund companieg gg an alternative to the drastie reduction to
5% maximum as requested by the SEC. The term “self-regulation” is misleading
in. the context in which it has been used in the hearings. Some believe that. it
‘meang industry regulation “Withot government interference,” (See remarks at-
lines' 18-15, p,’ 600, typewritten transcript, House Hearings, October 17, 1967.)
Others use the term to mean industry regulation of the NASD type “with govern-
ment i‘nterfer‘ence.”,Actu‘ally Sself-regulation” of the NASD fype is similar to




