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LETTER OF TRANSMITTAL 

SecUrrTIES AND ExcHANGE COMMISSION, 
Washington, D. C., August 17, 1939. 

Sir: I have the honor to transmit herewith a report on investment 
counsel, investment management, investment supervisory, and invest- 
ment advisory services, which supplements the Commission’s over- 
all report on its study of investment trusts and investment companies 
made pursuant to Section 30 of the Public Utility Holding Com- 
pany Act of 1935. The Commission’s survey of investment counsel 
services was not of the same nature as its study and investigation of 
investment trusts and investment companies, and this report merely 
indicates the nature, development, magnitude and some of the more 
important problems of these investment counsel organizations. The 
Commission’s conclusions and recommendations with respect to in- 
vestment counselors will be included in that part of its over-all 
report which will contain the Commission’s conclusions and recom- 
mendations on investment trusts and investment companies. 

Part One, Part Two, and Chapters I and IT of Part Three of its 
over-all report and a supplemental report on Investment Trusts in 
Great Britain have heretofore been transmitted by the Commission 
to the Congress. Part One, transmitted on June 10, 1938, discusses 
the nature, classification and origins of investment trusts and invest- 
ment companies, and has been printed as House Document No. 707, 
75th Congress. Part Two, the transmission of which was completed 
on March 10, 1939, consists of a statistical survey of investment trusts 
and investment companies, and has been ordered printed as House 
Document No. 70, 76th Congress. Part Three, of which the most 
recent section was transmitted on August 7, 1939, deals with the 
abuses and deficiencies in the organization and operation of invest- 
ment trusts and investment companies, and has been ordered printed 
as House Document No. 279, 76th Congress. The supplemental re- 
port on Investment Trusts in Great Britain was transmitted on June 
26, 1939, and has been ordered printed as House Document No. 380, 
76th Congress. 

The study was under the general supervision of Commissioner 
Robert E. Healy, with Paul P. Gourrich, former technical advisor 
to the Commission, as director of the study, the late William R. 
Spratt, Jr., as chief of the study, David Schenker as counsel, and 
L. M. C. Smith as associate counsel, in collaboration with members 
of the staff. This report was prepared under the supervision of 
Rella Resnick Shwartz. Paul P. Gourrich, former director of the 
study, whose resignation from the Commission was submitted on 
March 31, 1939, did not participate in the preparation or considera- 
tion of this section of the report. 

By direction of the Commission: 
Roeerr E. HEALY, 

Acting Chairman. 
The PRESIDENT OF THE SENATE 
The Speaker oF THE House oF REPRESENTATIVES, 

Washington, D. C. 
Im
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Chapter I 

ORIGIN, SCOPE, AND CONDUCT OF STUDY 

A. INTRODUCTION—ORIGIN AND LIMITED SCOPE OF STUDY 

In connection with its study of investment trusts and investment com- 
panies, conducted pursuant to Section 30 of the Public Utility Hold- 
ing Company Act of 1935, the Commission made a survey of invest- 
ment counsel, management, supervisory, and advisory services. The 
Commission’s jurisdiction to make the investigation into these organ- 
izations was incidental to its main study. As a consequence, the 
Commission did not make the same type of study and investigation 
of investment counsel services as it did of investment trusts and in- 
vestment companies. Detailed studies were not made, either through 
questionnaires or field investigations of individual investment counsel 
organizations, to ascertain the economic functions performed by or 
possible defects and abuses existing in these organizations. This 
report, therefore, is of limited coverage and comprehensiveness since 
it does not include all investment counselors and does not analyze in 
detail their basic problems. The report merely indicates the growth, 
development, and magnitude of the investment counsel business and 
points out some of the problems which appear to be present or 
inherent, therein, 

The survey was intended to exclude any person or organization 
which was engaged in the business of furnishing investment analysis, 
opinion, or advice solely through publications distributed to a list of 
subscribers and did not furnish specific advice to any client with 
respect to securities,! and also accounts with respect to which the 
organization furnished only economic advice and not advice relating 
to the purchase or sale of securities. Where the investment counsel, 
investment management, investment advisory, or investment super- 
visory service did not constitute the sole activity of an organization, 
the study dealt only with the department of the organization engaged 
in the business of furnishing such service. 

B. CONDUCT OF STUDY 

1. Investment Counsel Questionnaire 

The Commission sent to investment counselors a questionnaire 
consisting of two parts. Part I, to be answered by all investment 
counselors, was general in scope and asked for data relating to the 

1 The survey included only those persons or organizations who were engaged primarily 

in the business of furnishing investment counsel or. advice and therefore did not include 

lawyers, accountants, trustees, customers’ men in brokerage offices, security brokers and 

dealers, and other similar persons who may give investment advice in similar capacities. 

2 The Commission does not consider that its mailing list constituted a complete cover- 

age of the names of all investment counsel firms in the United States. In preparing this 

list the Commission had to resort to various sources, including the classified directories 

of each city in the United States, the Regional Administrators of the Securities and 

Exchange Commission, Securities Commissioners of all the States, and the registration 

statements of brokers and dealers filed with the Commission. 

3 
178120—39 2  



2 SECURITIES AND EXCHANGE COMMISSION 

date, State, and form of organization of investment counsel firms, the 
number of their employees, the nature of their affiliations, and 
whether they numbered among their clients investment trusts and 
investment companies and/or commingled or common trust funds 
clients. Part II, to be answered by investment counsel firms which 
had investment trust and investment company clients during the 
period from January 1, 1933 to June 30, 1936, called for information 
with respect to their organization and activities; their method oft 
solocitation of accounts; the nature and extent of their services; 
the basis of their compensation; the extent of their affiliation with 
investment trusts and investment companies; their activities other 
than that of furnishing investment advice; their security transactions 
with their investment trust and company clients; their control over 
the accounts of such clients; their investment policies; the type, 
number, and size of their accounts; the custody of securities and 
funds of their investment company clients; and the affiliations and 
business experience of their officers and directors.* 

The Commission received 394 replies to the questionnaire.” Those 
persons and firms replying include, in all probability, all the larger 
and more important investment counsel firms in the country. 

Of the 394 replies received, 56 were submitted by investment counsel 
organizations which had investment trust and investment company 
clients at some time during the period January 1, 1933 to June 30, 
1936. | 

2. Public Conference With Investment Counsel Firms 

The Commission held a public conference on February 11, 1938, 
with representatives of some of the larger investment counsel firms 
who testified with respect to the status, functions, general problems, 
and possible regulations of investment counsel organizations.” 

3 Hereinafter in the report reference to investment trust and investment company 

clients will include commingled or common trust funds. See Commission’s Report on 

Commingled or Common Trust Funds Administered by Banks and Trust Companies. 

4 In connection with the preparation of the investment counsel questionnaire the Com- 

mission conferred with a committee composed of : Mr. Axe of E. W. Axe & Co., Inc.; Mr 

Stevens of Brookmire Corporation; Mr. Bush of Brown Bros. & Harriman; Mr. Story of 

Brundage, Story & Rose; Mr. Chapin of Clarke, Sinsabaugh & Co., Inc.; Dr. Shaw of Edie 

& Davidson, Inc.; Mr. Blackett of Fitch Investors’ Service; Mr. Langmuir of Dean Lang- 

muir, Incorporated; Mr. Sedgwick of Loomis, Sayles & Co.; Mr. Leavitt of Moody's 

Investors Service; Mr. Bolles of Poor’s Publishing Co.; Mr. D. B. Smith of Scudder, 

Stevens & Clark ; Mr. Shaw of A. Vere Shaw & Co. ; Mr. Zoller of Standard Statistics Co. ; 

Mr. Brady of Van Strum & Towne; Mr. Flynn of Young Management Corp.; and Mr. 

Ottley and Mr. Newbold of Young & Ottley. 

5 See Appendix A, which gives a list of the firms which replied to the questionnaire, 

showing location by city, or main place of business and date of organization. 

¢ The Twentieth Century Fund, Inc. estimated that there were from 3,000 to 4,000 

investment counsel firms doing business in the United States (The Security Markets, 

1935, p. 648). Business Week, in an article in its issue of September 19, 1936 (p. 42), 

concurred with the Twentieth Century Fund, Inc. Mr. James N. White, of Scudder, 

Stevens & Clark, also indicated that the figure 394 would not account for all the invest- 

ment counsel firms in the United States. (Public Examination, Investment Counsel 

Firms, at 21563.) 

7The representatives who testified were: James N. White of Scudder, Stevens & 

Clark; Dwight C. Rose of Brundage, Story & Rose; Robert H. Loomis of Loomis, Sayles 

& Co.; Douglas T. Johnston of Johnston & Lagerquist; John H. G. Pell of Pell-Kip & 

Skinner, Inc.; Rudolf P. Berle, counsel to Investment Counsel Association of America, 

also testified. This public conference did not cover specific investment counsel organi- 

zations, but dealt with investment counsel problems generally.



Chapter II 

HISTORY AND GROWTH OF INVESTMENT COUNSEL 

A. PERIOD OF ORGANIZATION IN THIS COUNTRY 

The emergence of investment counselors as an important independ- 
ent occupation, or profession, did not occur until after the close 
of the World War. Of the 394 firms covered in the study, only 
10 firms were organized prior to 1919.) For the most part investment 
advice had been furnished, prior to 1919, by individuals and firms, 
not as part of a business of servicing the investments of clients for 
a consideration but as ancillary to their regular business or profes- 
sion. Lawyers, banks and trust companies, brokers and dealers in 
securities, in the course of their business furnished investment advice 
to their clients, depositors and customers.’ The extent to which such 
investment advice was furnished was described by Mr. White of 
Scudder, Stevens & Clark as follows: 

Q. Prior to the establishment of these investment counsel organizations, what 

was the situation with respect to the class of individual to whom the purchaser 

or the investor could look for information? 

A. Well, the chief sources of information—do you mind if I speak about 

Boston, being the place with which I am most familiar? 

Q. That is all right. 

A. In Boston where investment banking houses, brokerage houses are usually 

found in combination, banks, professional trustee, which was quite an institu- 

tion in Boston, and lawyers. 

The statistical services were much more a compilation of facts than they are 

today. There was much more attention to statistical facts and not so much to 

opinions, or interpretations of those facts. 

The investment banking houses, large investment banking houses in Boston, 

occupied a very entrenched and a very respected position. It was not at all 

uncommon for individuals to have their lists of securities on file at investment 

banking houses and brokers of the larger and older, more established type, and 

to go down quarterly say, for a review. 

A large number of people whom I approached in soliciting business for the 

firm in the early years were completely satisfied with the fact that they were 

being given competent and sound advice by the investment banking houses. 

The brokers were more of a secondary source of advice, while the banking 

houses knew quite a bit about bonds and not so much as a rule about stocks, 

the brokers knew more about stocks and very little about bonds insofar as 

their function was concerned. Their attention was centered on the more 

active stocks, per se, to some extent. 

8 See Appendix A for dates of organization of these investment counsel firms. 

° For example, Scudder, Stevens & Clark had been first organized, in 1919, as an invest- 

ment banking firm, but soon was transformed into an investment counsel organization. 

(Public Examination, Investment Counsel Firms, at 21638.) 

10 Public Examination, Investment Counsel Firms, at 21640-2.
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Professional trustees were not a general source of information except for 

their beneficiaries, but their advice was disseminated pretty broadly. They 

considered it a real part of their business to be as familiar as they could with 

securities and particularly to exercise a general overriding common sense, 

which is a definite part of an investment program, without so much technical 

knowledge, but an element of sophistication about what could and could not be 

accomplished in the investment. 

The availability of such service to investors created an additional 
incentive to a purchaser or trader in securities to patronize particular 
brokers or investment bankers with the resultant increase in their 
brokerage or securities business. 

However, after the World War a marked tendency developed in 
the growth of a class of investment counselors unaffiliated with any 
other form of financial organization. When examined on the causes 
of this development, Mr. White testified: 1 

Q. Will you, in your own words, in as great detail as you can, tell us what, 

in your opinion, occasioned the initial formation of investment counsel or- 

ganizations in this country, against what background did they come into being, 

what was their genesis, what reasons prompted the formation of investment 

counsel organizations, and what did you hope to accomplish that was not being 

accomplished before those organizations were started? 

* *® LJ] ® ® * LJ 

A. Prior to the War there was a much smaller number of securities in which 

there was a general public interest; of course, a much smaller number than 

there are today, and a smaller number than there were even in 1919 after the 

War. 

The principal buyers of general securities were professional buyers, banks, 

insurance companies, trustees—that is, for investment purposes. 

The flotation of the Liberty Bonds created a much larger public interest in 

general securities than there had been before. That created a tremendous 

market for the borrowing of capital by industry. 

The post-war boom in stocks also attracted, for somewhat the same reasons, 

the attention of private individuals who up to that time had been more likely 

to put their funds in savings banks, mortgages, local investments, the man- 

agers .of which they knew personally, or which were such a factor in their 

surroundings, their neighborhood, that they felt some confidence in them. 

In 1919 the original partners of the firm looked around the field and saw 

what they considered to be a gap in the financial picture, which was that 

there was no agency which was solely representing the private buyer of 

securities. 

There were many sources of advice, but no one to whom he could turn and 

retain professionally the way he would retain a lawyer on a technical problem 

11 Some brokers continue to furnish investment advisory services to their customers 

gratis. Mr. Paul Shields of Shields & Company, members of the New York Stock Ex- 

change, testified (Public Examination, Chain Store Stocks, Inc., at 156434) : 

Q. You say that there is a tendency in the Street for the larger commission houses 

to organize substantial research organizations to supervise the accounts of the more sub- 

stantial customers and offer them an investment advice as part of the brokerage service? 

A. Well, I don’t know how general it is; I certainly think that is the trend—a num- 

ber of houses started it, charging a fee for it, and following the lead of the investment 

counsel sort of thing, and I think that that is gradually dropping out, and the service is 

being provided for no additional charge, and that is what I am doing. 

12 Op. cit. supra, note 10, at 21637-40.



INVESTMENT TRUSTS AND INVESTMENT COMPANIES 5 

where he was up against technical men on the other side who knew more 

than he did. -*. * * 

Not only did several firms, which had for many years included 
an investment advisory department in their organization, segregate 
their investment counsel activity from their brokerage activity and 
create separate independent investment organizations, but there 
developed, since 1920, a distinct class of persons who held themselves 
out as giving only personalized investment advisory service. 

Table 1 classifies the 394 individuals and firms replying to the 
questionnaire according to the year of their organization. 

TABLE 1.—Dates of organization of 394 firms replying to the investment counsel 

  

  

  

questionnaire 

Year of organization Ang min Year of organization Anus Ouyimal 

LY Si I RR LO 1 YE Y007 aio aes 8 38 

1880. Ce aie 1 OTA928. et 9 47 

1007 Lee 1 a EEG 10) RS Sia at mf 20 67 

: 511 I NO Ee oh DIY 1 AA HOB0 rte ease 23 90 

11 Ce SOR Re I 2 RL ERC eo SAR SAE hi Sa 44 134 

$41 i A OR Ra Se 2 Re A REE a cote Lh 55 189 

3 413 RE LT = 1 LER AE RM PE SL Dl St he 41 230 

M010: SRE 2 in NE Lin, Ci ESS nh 44 274 

100 a RE Se CA ar Lie Cu RE ESR Sel CS ei 40 314 

i} § BERL rom PS Gr Sa SE ORI NI RC LE LE BE Se LT ea i be aint 54 368 

1 11 Ble MO SS tl Oe PTET Dnt i pad Bhs Sanaa YS Dn Fi A BAN SN 13 381 

34H OS eC Cl Pn 3 WiOnknown. ci oc ns 13 394 

YO ane 5 19 

0 Sa RT IRE LP a 6 25 Rotal mar erprsae Ti: 394 394 

1 On Eo Pali SA EL 5 30             
  

From 1920 to 1929, only 36 of the 394 investment counsel firms 
studied were formed.’> Commencing in 1929, however, the number of 
new investment counsel firms increased rapidly. During the two 
years 1929 and 1930, 43 investment counsel firms were organized, or 
approximately the number organized from 1889 through 1928. The 
number of firms organized annually averaged approximately 46 for 
the period 1931-36. This marked increase in the number of firms 
organized was, according to Mr. Shields, attributable to the demands 
of the investing public, which required supervision of its security 
investments after its experience during the depression years. 

A. * * * T am spending a very substantial amount of money to do that, 

as a part of the brokerage service, that is, supervision of accounts and advice. 

Those people have found out through the depression that it is not a question 

of buying one security and keeping it but that it is constant supervision of the 

securities that they own, and the average person with a moderate amount of 

money isn’t able to do that. They haven’t the facilities for it. 

12 This number included 6 of the 49 firms which have investment companies among 

their clients. 

14 Public Examination, Chain Store Stocks, Inc., at 15643,
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B. GEOGRAPHIC DISTRIBUTION OF INVESTMENT COUNSEL FIRMS 

1. State of Organization 

Investment counsel firms have been organized in at least 30 states 
(Table 2). The majority of the investment counsel firms were organ- 
ized in the chief financial and commercial centers: New York with an 
aggregate of 128; California with 83; 2* Massachusetts with 38; Illi- 
nois with 30. 

TABLE 2.—States of organization of 394 firms replying to the investment counsel 

  

  

questionnaire 

State Nimbet State Number 

ANT I Ss ean ed Nevada’. oo lio lisa Sal sub iad ry 

7 Te Ea A Sr Se Se CR feat ee New Hampshire cou iis iain asales adn at 

AT ROANEAS le a a mm a Y | Now. Jorsey.i os eolnieiesusisdioi amon 5 

California... oi a dius S83 A ENew Mexlen. iui ri ira naan 1 

STL DR Eee Sh le RE i Saks New York «oo i ns tne 128 

ColoraA0 oot ic an ae Se em EES 1 Bn) En She es CRESS EI es 1 

Connegtient..........coiriibonsioi nied EET TB LOE Cl SA Sa OL SCA ont Bas 

DIOIBWOLO! os heh ma ai Ew Bash wn i EEG © Vere Sn len EE Se NE 8 

lobia aE ei YC OKIahOMA Ss Sean da en 2 

Georgia ci a AR OIeOON ri. a ede 1 

YAaR0. cra a a TW Pepmsyivania. oo. aaa 5 

Ean CR Ie CLE SRR EL 80 Rhode ¥sland J. =u Coie coin dad aui 1 

rT hh TOE ei Se EN CHT Yl SonthiCaroldns. 0 on Sa ea 

{FOE GIES ish Ast SERED Se i South Dakoln aa i ahaa 1 

3H Ct ERE a LR SI Fl DenNOSEEO. i. civ an tains ne abi sn] Ld EE 

KORO Ye oad nana NA BEET 110 TC de Sn i a Se SSE 4 

TouisIOng. oo ic aT ae ed 80700 I on US ORR pn TR ee I DN 

1% 0 Ba SIRO a a a a le ST IT Noermont.. oo... o.oo inion che ner 

MMEYIANA to cv rane Sse eed i 2 Virginia oo cn ea cer. aie Sa 

Massachuselts. smo coc bo naa Und ATT TITY Ea Be a ee ME SS 3 

Michigan oo ae sa 1H West Viroinda: coi adr 

Minnesota i oii saa asad LL] 4 (\"Wiseonsin cl oie cb ils oh 5 

MVISSISSIDDE coud. rn ac LEE te WYOMING... oa es aor Ais os des 

Missoni. co ry 9.0 Washington, D. C......c..oie ci dnmeua se nei® 

MONEANG... i ase a OnRNOWD. an ae i en Can 18 

Nobraska od etal Loi lla tks Sf aetin 

Tolal il. loi dlaiidida lil 394         
  

2. Location of Main and Branch Offices 

Only 33 of the 894 firms replying to the questionnaire maintained 
branch offices throughout the United States. The aggregate number 
of such branch offices was 86 (Table 8). The majority of these firms 
with branch offices were the larger organizations which had invest- 
ment trust or investment company clients. : 

15 California is one of the few States which has had a statute requiring investment 

counselors to register with the State Securities Commissioner. The California Commis- 

sion was therefore probably able to obtain a better coverage of the investment counsel 

firms organized and/or doing business in California than most of the other States, be- 

cause of this registration. See Appendix F for California Statute relating to the invest- 

ment counsel. This statute will be considered briefly in Chapter VII, infra, “Regulation of 

Investment Counsel Firms.”
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TABLE 3.—Number of branch offices of 394 firms replying to the investment 
counsel questionnaire 

  

  

  

Number of branch offices Nynhe of Number Number of branch offices Nuh of Sumber of 

ETH dS ta SRL SEI 13 13 Ba foie Fw 3a 0 0 

Ce mel LN IL ah be 8 160 Tres a a Ey a 0 0 

Bt eo 7 71 1 | 6 LER as Tn ee Te 0 0 

a TD 1 Ast Over 10. Tei cr 1 17 

Fv eied Sn SER SR ER Te 3 15 

| RES en OL CT has 0 0 Polal::...iolusi ios 33 86 

? ER ROG DE SEA 0 0             
  

The small number of branch offices established by investment 
counsel firms may be attributed to two factors. Most of the invest- 
ment counsel firms have been organized as sole proprietorships and 
have remained “one-man investment counsel firms.”*® Furthermore, 
in view of the comparatively recent development of investment coun- 
sel firms, they apparently have not, as yet, achieved the degree of 
popularity with the investing public sufficient to warrant their ex- 
pansion through the medium of branch offices. 

C. FORM OF ORGANIZATION 

The largest number of investment counselors included in this sur- 
vey were individuals or sole proprietors. Relatively few of them 
had investment company clients. On the other hand, the majority 
of those investment counselors which had investment companies 
among their clients were organized as corporations (Table 4). 

TABLE 4.—Form of organization of 394 firms replying to the investment counsel 

  

  

  

questionnaire 

; : Firms with in- 
Firms without 

Form of organization investment com- | vestment com- Total 
any clients pany clients at 

p end of 1936 

Sole proprictorship.. .. dio oo ora 163 8 171 

BT YL re ee RR Eg eh MRR UC 114 32 146 

Parlnership: on Eee 44 6 50 

IB LYELL 1 Ce a Sn SE 21 3 24 

FE Tt) Ee LT SE lL et ie Le 3 5 Bn a ell fo 1 

Voluntary association... bas. oo olicc loo Sil nfa ul 1 1} 2 

1) va dh et EL Se CR SA 344 50 394       
  

D. SIZE OF INVESTMENT COUNSEL FIRMS 

The size of investment counsel firms may be measured in two ways, 
by the amount of funds they supervise and by the number of their 
employees. 

18 See Table 4 for form of organization of investment counsel firms.
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1. Size of Funds Administered by Investment Counsel Firms 

Detailed figures as to the amount of funds administered were re- 
ceived from 51 of the 394 investment counsel services. These 51 
firms managed, supervised, and gave investment advice with respect 
to funds aggregating over $3,900,000,000.* 

Of these 51 firms, six organizations managed, supervised or gave 
investment advice with respect to approximately 78% of the total 
amount of funds administered by these investment counsel firms. 

The variation in the size of the funds administered by these 51 
investment counsel firms, as of June 30, 1936, is shown in Table 5. 

  

  

  

TABLE 5.—51 investment counsel firms, classified by the size of funds 
administered 

{ Amount of 

Funds administered (thousands of dollars) Foe of Junds ab 

lars) 

CELT RE IT) rie OM lel Se es UR Ee Di TE LIV Ls HR Ne IE Me 1 2 

123 11 Be A AIR a EI BC CE DLE ON I Sn GR a SE Sl 5 306 

106-5002" asd J FEF pda oy 30 SR ae HANES a celia CRS 6 1,180 
B00-1000: coo Sot fl AEE or SOTTO 3 1, 634 
3,000=10,000 0. Ce a re me ss 7 34, 406 
0000-25000: 50 an oi hn AT A SALE TCE RE Fy. EISEN 9 129, 419 
5, 000=50,000 +55 sr cits iat bin a wR mE mS AEA Ee TSS 6 174, 970 

50,000-75:000; 5. crore oa lon le Ee a Se Je ey 6 350,415 
Z 5 000=T00,000)..5... «i a5 met or mm br di mn Ee PE as ps Sali om ee et a Re 2 181, 704 

100,000-1,000,000. >. ZU INE TER SEROTEC CH aie ml 4 923, 465 
Over LO00,000- 4: L 3 ind en ane TE a Sr Be 2 2,143,198 

FOLAL oo dit es be a LC SER SW LL 51 3, 940, 502       
  

Table 6 classifies the total funds administered by 49 of the 51 
investment counsel organizations according to the type of the client. 

TABLE 6.—Accounts of 49 investment counsel services, classified foeonding to 
type of client, June 30, 1936 

  

  

  
  

Anon o Average 
otal funds funds per 

Type of client Ne in accounts Pores of | account (in 
(in millions thousands 
of dollars) of dollars) 

Investment {rust orcompany. a... ooo 90 311 17.3 3,455 

Common or commingledfund. ... sevoeeeeeeoanea.o 7 4 0.2 589 

Banks... Jiri. es ont sr nn at 59 189 10.5 3,195 

Tio insurance companies. ........ ae Bio 3 10 0.6 3,392 

Other insurancocompanies. --...... cornea is 24 117 6.5 4,870 

Nonprofit CrganizZotionS c...cvom ens cmon m mmm as hmm = 60 35 1.9 576 

Othercorporations. =... ... 4 i... a, 431 206 11.5 478 

Otherellents:.....co. 0 aad os ei i ae 3, 301 926 51.5 281 

Hy lS SU I Wee A Le ER Se 3, 965 1, 800 100.0 452       
  

17 All but 2 organizations (the largest 2) reported as of June 30, 1936. The 2 largest 

investment counsel organizations reported as of the middle of 1937 and the end of 1937, 

respectively.
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The importance of private or individual clients is indicated by the 
fact that, measured by the number of accounts of “other clients” 
administered (most of whom are individuals), these individual or 
personal accounts represented about 83% of all the accounts admin- 
istered. However, the average amount of funds per account was 
$281,000 for this group of “other clients” and was thus smaller than 
the average for any other group of clients separately reported. 

The remaining 2 of the 51 firms showed the following distribu- 
tion of their accounts: 

  

  

      

Amount of | Percent of 
funds total 

($000,000) 
ssa Ra EE eC LR Te ge EE LL CL a] 1,374 64.1 

Inst ntions Re ne Ee 419 19.6 

Individuals: enn La 350 16.3 

J IE ee A DC RR RE es 2,143 100.0 

  

Only about $311,000,000, or 17%, of the total funds administered 
by these 49 investment counsel firms represented investment company 
funds. The average size of the investment company account super- 
vised by investment counsel firms was much larger than the average 
size of the accounts of the other types of clients. In comparison 
with other clients of these investment counsel firms, however, invest- 
ment companies were relatively few in number. A majority of the 
investment companies covered in the Commission’s study of invest- 
ment trusts and investment companies which were managed by per- 
sons or organizations other than the officers and directors of the 
investment companies, were managed or supervised either by anecil- 
lary management companies or pursuant to management contracts 
between the investment company and the sponsors of the investment 
company. Investment counsel firms supervised the portfolios of 
about 20% of all management investment companies proper, with 
assets amounting to about 11% of the assets of all investment com- 
panies in this group. 

2. Number of Employees 

The size of investment counsel firms may be further measured by 
the number of persons employed. Of the 394 firms replying to the 
Commission’s questionnaire 362 gave information on the number of 
persons employed and reported a total of 3,928 persons (Table 7).18 
Over three-tenths of the total were employed by the 50 investment 
counsel firms which had investment company clients, with an average 
of about 25 persons per firm. The 312 reporting firms without in- 
vestment company clients, which represented about 86% of the total 
number of firms included in this survey, employed 2,672 persons, or 
an average of over 8 persons per firm—another indication of the fact 
that the average size of the investment counsel firms with investment 

13 The number of persons employed includes sole proprietors, partners, and officers. 

All the data refer only to those employees occupied in investment counsel activities. 

178120—39——3
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company clients was much larger than the firms without such clients. 
Appendix C classifies the number of persons employed according 

to the form of organization of the investment counsel firm. The 
table shows that investment counsel firms in corporate form em- 
ployed about 53% of all employees or 16 persons per firm, partner- 
ships 14% of all employees or 12 persons per firm, and sole proprie- 
torships only 9% of all employees or 2 persons per firm. 

TABLE 7.—362 firms replying to the investment counsel questionnaire, classified 
by number of employees at the end of 1936 “ 

  

Firms without invest- Firms with investment 

  

  

  

ment company clients company clients Total 

Number of employees aa Stes isnot cl 
r Number of | “grooms | Number of | “porn” | Number of | “piri” 

employed employed employed 

meg epg pe Bh SL He 194 398 12 28 206 426 

(nL Se 8 0 SS, RI 59 368 15 88 74 456 

10-00: ie 33 463 8 129 41 592 

UI RR EI aA TH SE a A CARE rd 159 4 96 11 255 

Lt EA a Sale, (al Sa % 220 4 135 11 355 

CLE et Cael clon Sat HC a I 47 1 42 2 89 

50=80e. 0. an lular 2 109 2 113 4 222 

G0=00 Lc dr ee 1 00] ot ad a SS es 1 60 

O01: in rE Old 2 711 5 Ee UR Se 2 140 

i LC RL Re Oe 1 3 Ree Re ea A TR 1 88 

O00 a 2 183 1 91 3 274 

300-149: 2... ade haa 2 229 1 122 3 351 

Ep RT DAS SO 1; 186 1 186 

00-200 tr te 1 208 1 226 2 434 

Total: oo teal. 312 2,672 50 1, 256 362 3, 928             
  

2 The number of employees includes sole proprietors, partners, and officers; 32 firms replying to the ques- 

tionnaire did not give information on the number of persons employed.



Chapter III 

AFFILIATIONS OF INVESTMENT COUNSEL FIRMS 

A. INTRODUCTION—AFFILIATION WITH BUSINESS OTHER THAN 

GIVING OF INVESTMENT ADVISORY SERVICE 

All investment counsel firms have not restricted their business 
interests or activities to the supervision of the accounts of their in- 
vestment clients. There were 136 investment counsel firms, or 35% 
of the 8394 investment counsel firms included in this survey, which, 
in addition to furnishing investment counsel advice, carried on other 
activities, or were affiliated with other businesses. Forty-six percent 
of the 50 firms with investment company clients, and 33% of the 
firms without investment company clients, were affiliated with other 
businesses. These affiliated interests were for the most part related 
to some branch of finance. 

TABLE S8.—Affiliations of 394 investment counsel firms at the end of 1936 

  

  

  

  

Firms with- | Firms with 

Other business of affiliated organizations SUL ives: Thin Total 
pany clients clients 

Brokersor.denlersdnseenritios. ool eaten ols 45 8 53 

Publication of investment manuals and periodicals... ________ 16 4 20 

Financial Counsel. cul oo a aat 6 3 9 

General businessieounse). o.oo ooo. . ara ri 7 1 8 

PruStwork. oi a RRA SLE Filcadauii ttt, 7 

Onderwrll Ing ats ii hrm dR Ree HES EER 4 3 7 

Business MOMAZOMABNL. woud rer dante ~ ant or Srp oS A eh ie & a 5 1 6 

Realestate management. tc 2 aes > 0 Ba ER 4 

Beat coda lo dealers es A Eas oul TAR La AN oni e 4 

Tvalustionofsecuritien. (ol. olf. cal oie Ben Saas Bunn ut 3 

TaN ANA lS ns ann pied Bi i mn mH Em HEE 6 ERE 3 

olan COM DAI Ss tL rE p58 DSR ht 2 

ISTP ANCE DY ORAL vm mm m= omc imi = coon rom Se re Sa ee wil bP 2 

Bsiate planning C2 ae] ) BLAS Ls SE 00 1 

Estate and taxicounsel. ii Lud ada LL HS bo RB LR TH en 1 

Import and export merchandise... ........ i. cccemeSimmiede aa. j LAL re 1 

Industrial management and reorganization...) LL. 1 1 

Investment DAN KerS.. oo ee at a te ena lS a 3 1 

Mining Ls LL ae LL a SASS Ra ) 52 HAIER LE Sc 1 

Pablo utility. cos A LE a a, re a) Vali ousl titans 1 

DO IBOLT. iiss ons is fh sm i detaitnd 0 in nn 0 mo ml i At A Bl min ym vt 0 1 1 

SD Ola es i ed a i ES Ss Bis SE SE 113 23 136 

No al ations. ne a ala St 231 27 258 

4 Wy IR ER Sa NL SL RMA St aan bk 2 05 TELE 344 50 394       
  

s This table lists the designations of other affiliations precisely as furnished by the firm replying to the 

questionnaire. 

11
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The largest number of investment counsel organizations asso- 
ciated with other businesses were connected with brokers or dealers 
(53 firms) and publishers of investment manuals and periodicals 
(20 firms). This marked association of investment counsel organi- 
zations with these two types of activities may be attributable to the 
fact that research and statistical organizations are not uncommon 
with these businesses. ; 

B. AFFILIATION WITH INVESTMENT TRUSTS OR INVESTMENT 
COMPANIES 

Altogether, there were 56 investment counsel firms replying to the 
questionnaire which furnished investment counsel advice to invest- 
ment trusts and investment companies during the period 1933-36. The 
majority of these firms were directly affiliated with their investment 
company clients.* The nature of the affiliation varied. In some in- 
stances, the officers of the investment counsel firm were officers of the 
investment company. In other cases, the officers and directors of the 
investment counsel firm owned shares of these investment companies; 
some investment counsel organizations held a controlling stock inter- 
est in the investment company, while others merely held smaller 
blocks, apparently for investment purposes only. Some investment 
counsel firms themselves owned shares in the investment company 
to which they furnished supervisory or management services, al- 
though the amount of the stock held by the investment counsel firm 
in their investment company client was not always sufficient to give 
the investment counsel direct control over the client. Furthermore, 
in one case, not only did the investment counsel firm own shares of 
the investment company client, but the company in turn owned shares 
in the investment counsel organization. Finally, some investment 
counsel firms were the organizers and sponsors of their investment 
company clients. 

The effect of the relationships between these investment counsel 
firms and their investment company clients is reflected in the nature 
of the service and the degree of supervision which these firms pro- 
vided with respect to the funds of their investment company clients. 
In those cases where the investment counsel firm, either directly, or 
indirectly through its officers or directors, held a controlling interest 
of the stock of its investment company client, the firm of course had 
a greater control over the funds of its investment counsel client 
than in those cases where there was no affiliation between the invest- 
ment company firm and its investment company client. However, 
even in instances where the investment counsel firm did not have a 
controlling stock interest in its investment company client, the fact 
that the firm owned some stock of its client seems to have been 
reflected in the nature of the services which such firm gave to its 
client. : 

19 Appendix D lists these investment counsel firms and their investment company 

clients, showing (1) existence of affiliations, and (2) nature of power they have with 

respect to the management of their client’s funds.



Chapter IV 

NATURE OF SERVICE TO INVESTMENT COMPANY 

CLIENTS 

A. DISCRETIONARY OR ADVISORY POWERS 

The powers of investment counsel firms with respect to the man- 
agement of the funds of their investment company clients were either 
discretionary or advisory. Discretionary powers imply the vesting 
with an investment counsel firm control over the client’s funds, with 
the power to make the ultimate determination with respect to the 
sale and purchase of securities for the client’s portfolio. In contrast, 
vesting advisory powers with an investment counsel firm merely 
means that the firm may make recommendations to its client, 
with whom rests the ultimate power to accept or reject such 
recommendations. 

Seventeen of the 56 investment counsel firms studied had such 
discretionary powers with respect to the funds of their investment 
company clients. These investment counsel firms were practically 
all included in the group which were associated with their invest- 
ment company clients, either through stock ownership in the in- 
vestment company, through a membership on the board of directors 
of the investment company, or through sponsorship of the investment 
company. Two additional investment counsel firms apparently also 
possessed discretionary powers with respect to the management of 
their clients’ funds through a power of attorney given them to 
manage the funds of their clients. In some instances, although the 
terms of the management contract between the investment counsel 
firm and its investment company client did not expressly vest dis- 
cretionary powers with the firm, such powers can be inferred from 
the relationship between the firm and its investment company client.2° 

No consistent practice has been adopted by investment counsel 
firms with respect to discretionary or advisory powers. Apparently 
the investment counselors are not in agreement on the feasibility of 
adhering to one or the other type of account. For example, Mr. 
Shields testified that his brokerage firm did not.accept discretionary 
accounts: * 

Q. Now, in those instances where you give investment supervision, that is, 

advice to the brokerage accounts that you have, of course the ultimate decision 

rests with the customer, isn’t that so? 

A. In all cases. 

20 For example, Dominick & Dominick organized, sponsored, and had a majority repre- 

sentation on the board of directors of National Bond and Share Corporation; and Scud- 

der, Stevens & Clark organized, sponsored, and had a majority representation on First 

Investment Counsel Corporation, Second Investment Counsel Corporation, and Third 

Investment Counsel Corporation. 

21 Op. cit. supra, note 14, at 15647. 
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Q. Those are not discretionary accounts? 

A. We don’t accept any discretionary accounts. 

In contrast, Mr. White of Scudder, Stevens & Clark indicated 
some advantage might exist in allowing investment counselors to have 
discretionary powers over their client’s fund : 2 

Q. Do you know of situations of discretionary accounts operated by the 

investment counsel organization other than those which were created by the 

exigencies or contingencies of a person having to leave the country or being 

away? Is it unusual or rare in an investment counsel organization to have a 

discretionary account, even though the individual is physically present? 

A. No, and just from hearsay, I understand that some firms strongly recom- 

mend them, and I can well see why, because it is more efficient, and should 

in the long run give better investment results. 

Mr. Theodore T. Scudder, of Scudder, Stevens & Clark, testifying 
at the public examination of Sterling Securities Corporation, implied 
that some advantages may exist in vesting with the investment 
counselor discretionary power over the management of the invest- 
ment company portfolio: 2 

Q. Which brings me to a fairly important point. Based on your experi- 

ence with the Sterling Securities Finance Committee, what is your opinion 

with respect to the management of investment trust portfolios where you 

have a finance committee or an executive committee? As a result of your 

experience what conclusion did you reach? : 

A. Well, the conclusion that I think we reached,—was this: we had experi- 

ence with the Investment Managers Company where there were three or four 

investment experts. Our experience was that the policy of investment was 

not satisfactory. That was one reason why that company was sold, so 

that we wouldn't be in that situation. The same thing was true in Sterling. 

I say Sterling, but it would have been true in any other companies where 

there were several cooks. That is the reason that we never after that period 

were willing to advise any other investment trust and we have maintained 

that policy up to date. In the case of our own trust the situation is differ- 

ent, because there is only one cook and that cook lives or dies on its own 

belief. They may be wrong, but at least they are their own beliefs and not 

a compromise of several beliefs * * * 

* * * * * ? * * 

A. * * * T believe that the result will reflect some definite policy rather 

than a compromise on policies. Whether the compromise of policies would be 

more successful over a period of time, I think it is too soon to say. 

* * ’ * * * * * 

Q. Don’t you think you can successfully advise an investment trust or [does] 

the existence of the board of directors and finance committees make it impos- 

sible to successfully advise that type of institution? 

A. TI feel we would rather be 100 percent responsible for results rather than 

that. 

* * ES % * %* * 

We had come to the conclusion too many cooks spoiled the broth. In other 

words, you had better have one management and not two or three. 

2 Op. cit. supra, note 10, at 21664-5. 

23 Public Examination, Sterling Securities Corporation, at 14769-70.
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B. EXECUTION OF ORDERS 

It appears that the vesting of discretionary powers with the invest- 
ment counselor to administer the funds of the investment trust 
carried not only complete power with respect to the selection of 
securities for the portfolio of the investment company, but, in the 
majority of cases, gave the investment counselor the power to place 
with brokers the orders to buy and sell the portfolio securities for 
the trust. Of the 17 firms which had discretionary powers with 
respect to the administration of the funds of their investment com- 
pany clients, 12 firms were given the power to place the orders 
for their clients. 

In most of the cases where the investment counsel firms had the 
power of placing the orders for investment company clients, the 
confirmations of such orders were sent either to the investment coun- 
sel or to the “investment counsel service” and the client. On the 
other hand, where the investment counsel firm had only advisory 
powers with respect to the supervision of its investment company 
client’s funds, the orders were usually placed by the client, and the 
confirmations of such orders were sent by the brokers only to the 
client. 

Almost uniformly the investment counsel firms which had been 
vested with the power by their client of placing the orders also 
had the power of selecting the brokers to execute the orders. 

C. CUSTODY OF SECURITIES OF CLIENTS 

Investment counsel organizations almost never assume the custody 
of the portfolio securities of their investment company clients. This 
is probably due to the fact that these firms do not want to have the 
added responsibility incident to this function.” 

24 Only one investment counsel firm in this group had custody of its clients’ securities. 

Another firm indicated that it had custody of the funds of its clients but not of the 

securities purchased for the fund. 

The Commission has no detailed data with respect to the custody of the securities of 

clients other than investment company clients. However, the representatives of the 

investment counsel firms who attended the public conference stated that their firms did 

not assume custody of any of their clients’ securities. 

Young & Ottley, Inc., in their monograph, What Young & Ottley, Inc. offer to the 

Holders of Invested Capital, state: 

“Their methods of doing business do not contemplate, nor will they accept, the physi- 

cal possession of clients’ securities or funds at any time. Their advice and action, there- 

fore, are for the exclusive benefit of their clients, who make such arrangements as are 

best suited to their needs, either retaining their own securities, or having these in the 

custody of their bank or broker.”



Chapter V 

ADMINISTRATION OF INVESTMENT COUNSEL FIRMS 

A. COMPOSITION OF PERSONNEL 

Apparently no uniformity of standards prevails in the selection 
of the personnel of investment counsel organizations. Although in 
the majority of cases the personnel of investment counsel firms had 
had some experience in the security brokerage business or in the 
financial field, definite or uniform standards of training for em- 
ployees were almost never laid down. Many of the officers and 
directors of these firms had been or were closely affiliated with in- 
vestment companies; many were affiliated with various types of in- 
dustrial organizations; others had been teachers of finance and 
economics or editors of financial magazines and periodicals. But in 
other cases, some of the personnel of the investment counsel firms 
had no previous business experience prior to their affiliation with 
the investment counsel firms. 

B. FEES 

The majority of the investment counsel firms which had invest- 
ment company clients based their compensation on a percentage of 
the assets of the funds of the investment company which they super- 
vised (Table 9). The amount of the compensation in most cases was 
from 14 of 1% to 34 of 1% of the assets. 

TABLE 9.—Rate of fees charged investment companies by 37 investment counsel 

  

  

firms 

Number of Number of 
Percent of assets fms Percent of assets re 

Lessthan 0.25. i ci iol aah 1 d50-1.99% his rand dn ban 1 

0.25049 L. Nionesicosuli hdl wha 2.15 2.00aRG OVE uel co itina nme rad ten 3 

0.50=094. fon iodide rail ca iwilll, 23 a 

0:75:=000. =f ingens inn lead bg pa ais otal nied. nsisadicia slice 37 

300-149 ivi coined Mors 7         
  

The rate of compensation was either fixed or on a sliding basis, 
varying with the amount of the client’s funds. For example, one 
firm used the following sliding rate scale: for accounts under 
$100,000, a fee of $500; for accounts between $100,000 to $2,000,000, 
15 of 1% of the principal ; for accounts from $2,000,000 to $4,000,000, 
15 of 1% on the first $2,000,000 and 34 of 1% on the remainder; and 
for accounts over $4,000,000, 1% of 1% on the first $2,000,000, 35 of 
1% on the next $2,000,000 and 14 of 1% on the remainder. 

16
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Some investment counsel firms based their fees on a percentage of 
the value of the securities bought and sold for their investment com- 
pany clients. Other firms based their fees on the profits earned by 
their investment company clients, the percentage being almost uni- 
formly 14 or 25% of these profits. However, in determining the 
profits for this purpose, investment counsel firms have used various 
standards. Some firms applied the percentage annually to all the 
profits earned by the client, without regard to the losses which may 
have occurred during their management; others applied the per- 
centage to the profits which accrued to their client after the pay- 
ment of dividends to the shareholders of the investment company; 
others indicated that their participation in the profits of their client 
was contingent on the maintenance of the capital fund of the client; 
and one investment counsel firm indicated that it based its fee both 
on a percentage of the assets of its client and on a percentage of the 
profits earned by the client. 

One investment counsel was compensated for its services solely by 
receiving the brokerage commissions on security transactions effected 
for the investment company client. 

Some investment counsel firms, on the other hand, charged a flat 
retainer fee, without any provision for a percentage based on either 
the assets or profits of the client. This flat retainer fee was based 
either on the number of securities with respect to which the invest- 
ment counsel firm gave investment advice, or on the number of re- 
ports which the investment counsel firm prepared for its client. 
Some of these firms, however, charged, in addition, a minimum flat 
fee. Table 10 gives a schedule of minimum annual fees charged by 
firms with investment company clients. 

TABLE 10.—Minimum annual fees charged by investment counsel firms to 
investment company clients 

  

Amount of fee 
  

than | $250 | $300 | $500 | $600 | $1,000 | OVE | Total 

  

Numberof firms... ous. oie. il 1 4 2 8 1 4 1 21                   

C. LIMITATIONS ON NUMBER AND SIZE OF ACCOUNTS 

1. Problem of Priority in Advising More Than One Client 

In those cases where investment counsel firms had more than one 
client, a possible conflict of interest exists with respect to the priority 
of security transactions for these clients. Of the 56 investment 
counsel firms which had investment company clients, 23 had more 
than one investment company as a client.?> When the counsel recom- 
mends either liquidation of a particular security which is in the port- 
folio of more than one investment company or the accumulation of a 
block of a particular security for more than one investment company 

25 See Appendix B. 
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client, the problem arises as to which company shall liquidate first 
(and therefore probably receive the highest sales price) ,or which com- 
pany shall accumulate first (and thereby acquire the security at prob- 
ably the lowest purchase price). Several investment counsel firms 
indicated that, although they had more than one mmvestment company 
client, the problem of priority of transactions was not a particularly 
acute one. One investment counsel firm indicated that it had 
adopted a definite procedure of making recommendations to its 
clients to sell or buy securities in proportion to the amount of the 
individual client’s funds under its supervision. In another instance, 
the investment counsel firm, in order to avoid priority of treatment 
among clients, adopted the practice of allocating to the investment 
company blocks of shares in accordance with their general activity 
in buying or selling securities for their portfolio. Presumably, if 
an investment company made frequent changes in the portfolio it 
would be given preference in instances where a problem of priority 
was involved. 

2. Limitation on Number of Clients 

Some of the investment counsel firms limited the number of their 
clients. This policy was stated to be based on several grounds, 
including the desire for more direct and concentrated supervision 
of accounts, and the desire for liquidity of holdings of clients. 

3. Minimum Size of Accounts 

Comparatively few investment counsel firms adopted the indirect 
method of limiting the number of their accounts or clients by estab- 
lishing a minimum size of the accounts which they would supervise.” 
Some investment counsel firms required at least $100,000; others 
required at least $50,000; and still others set $25,000 as the minimum 
amount which they would administer. 

As a result of the practice or policy of fixing a minimum on the 
size of an individual account, some investment counsel firms have 
organized and managed investment trusts and investment companies, 
which they recommend to persons whose accounts to be managed 
are below the minimum size. For example, Mr. Scudder testified 
that the investment counsel firm of Scudder, Stevens & Clark was 
impelled to organize its three investment companies ?® in order to 
make their management available to the smaller accounts: 2° 

Q. Did you make any attempt to have limitations or restrictions as to who 

should participate in your trust? By that, I mean do you ‘attempt to cater to 

people who have to your knowledge resources over a certain amount? 

A. No, it was designed by us—to take care of the individual who came in 

for our advice but had too small an amount of money to be economical for him 

2 For example, it was stated by one investment counsel that by restricting the num- 

ber of its accounts, it was possible to dispose of the holdings of a limited number of 

clients “within a week” without their becoming an important factor in the market for 
the particular securities. ; 

2" The practice of charging minimum fees is practically equivalent to establishing a 

minimum size of account which the firm is willing to administer. 

2 First Investment Counsel Corporation, Second Investment Counsel Corporation, and 
Third Investment Counsel Corporation. 

2 Op. cit. supra, note 23, at 14781.
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to employ us or deal with him as an individual, and we say, “All right, if you 

want our advice, you can buy for 50 cents per annum in conjunction with 

others.” 

D. SOLICITATION OF ACCOUNTS 

1. Solicitation by Salesmen 

The majority of the investment counsel firms studied employed 
salesmen at the inception of their business to solicit accounts, and 
many firms still do so. James N. White of Scudder, Stevens & 
Clark testified :* 

A. We have used, particularly during our early stages, the method of direct 

solicitation of a rather intensive sort. We have, in a few instances, paid 

commissions to individuals who were not regularly employed. That has 

been very exceptional, and we have not favored it as a general practice. 

Q. Now, when you say “solicitation,” you had the regular staff who used 

to contact people either of means or who you thought might be interested in 

the service you were prepared to give, to interview these people, and tell them 

about your service? 

A. Yes. 

Q. In addition to that, you had the other situation where a person may have 

brought you a client although he was not a regular member of the staff and 

he was paid a commission for bringing the client? 

A. Yes. 

Q. That is under the general category of solicitation? 

A. Yes. Do you want me to go into that solicitation? 

Q. Yes. 

A. Well, we consider ourselves—it seems odd for a professional person who 

considers himself professional to solicit business, but we not only had to get 

business if we were going to support any kind of work, or staff, but we consid- 

ered that if a person who thought up a profession, such as a doctor, should 

hang out a sign saying “Dr. so-and-so,” he would not get many patients unless 

hie explained to them what a doctor’s work was. 

We found a number of people who said very shortly after an outline of 

our activities, “I have been wondering for years why somebody did not do this. 

I am glad to know about you.” 

We never resorted to direct advertising in newspapers or magazines. We 

did send out letters to persons whom we thcught might be prospective clients, 

giving them sometimes long and sometimes short dissertations on what we 

offered in the way of service and the reasons why we felt we could be of 

assistance to them. 

During our early stages that was by far the largest contributor of business. 

The amount of business contributed by our clients, talking about us to other 

people, creating an interest in us and their friends and acquaintances, was 

small at first, and gradually grew * * *, 

%* % % * * * * 

Q. Were there instances where brokerage firms who had clients with very 

substantial accounts would suggest that they retain investment counsel to 

assist them in the management of those accounts? 

A. There have been a few instances of that kind. 

Q. Recommendations by brokers? 

A. Yes. 

30 Op. cit. supra, note 10, at 21655-9.
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Q. Investment banking institutions? 

A. Yes. 

Q. What other types of organization would be a potential institution to 

recommend that the individual avail himself of investment counsel? 

A. We have had individuals come in who were recommended by commercial 

banks and by law firms. ; 

Q. Insurance companies? 

A. Not that I knew of. 

Q. Would you consider under those circumstances that the banker or broker 

or the individual was entitled to a commission? Did you pay commissions 

under those circumstances? 

A. No, we have not in any case, though they perfectly well might be entitled 

to it. 

Q. You did no advertising at all? 

A. Not public advertising, only by direct mail to certain specific individuals. 

* * * £ * * * 

Q. What difficulties do you find with it [solicitation]? 

= * * * * * % 

A. Well, only because people who call themselves professionals of a high 

degree do not solicit business, at least they don’t call it that. 

Q. You mean they do not let the lawyers solicit and therefore you feel 

that you should put yourself under the same disability, is that it? 

A. Well, we would like to, if we can afford it. 

These salesmen were usually paid on a commission basis, which in- 
creased with the length of time during which their accounts remained 
with the firm. Many of the larger investment counsel firms reduced 
their sales force, for, in the case of these older firms, the necessary 
replenishment of accounts which discontinued the service was effected 
largely by the personal recommendation of clients, brokers, bankers, 
and other business contacts of these investment counsel firms. 

In the case, however, of the newly organized investment counsel 
firms, solicitation presents some vital problems. It is urged that 
the bona fide investment counselor must resort to active solicitation 
of accounts until the amount of funds managed is of such size as to 
make supervision of these accounts profitable. Vigorous solicitation, 
however, has been most common where the “investment counselor” 
is of the “tipster” class. Mr. White conceded that this class of 
investment counsel firm constituted a serious problem, since by 
“their prolific advertising and their solicitation they probably could 
reach a type of individual who requires more protection” than the 
type of individuals who retain bona fide investment counsel. 

2. Solicitation by Advertisements 

Investment counsel firms, to obtain new business, have, in addition 
to direct solicitation of accounts by salesmen, employed various 
forms of direct advertisement. These means of advertisement have 
been in the form of newspaper advertisements, general surveys on 
industrial and financial subjects published as monographs by the 
Investment counsel firms, and pamphlets describing their activities 
and advantages. 

The newspaper advertisements of the firms with investment com- 
pany clients usually took the form of the name of the firm, its ad-
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dress, and a brief description of its activities. A more common form 
of advertisement by investment counsel was the pamphlet usually 
made available to non-clients as well as clients describing the ac- 
tivities and the advantages of the particular investment counsel firm. 
The general surveys made by some of the investment counsel firms, 
which were available to both clients and non-clients, included finan- 
cial bulletins dealing with such problems as a “study of bonds,” 
“Investment procedure,” “common stock as long term investments,” 
“financial analyses,” “current investments,” “gold inflation and the 
public debt;” industrial surveys dealing with individual industries 
were prepared by some investment counsel firms; and bulletins of a 
general nature, describing theoretical investment problems of the 
individual.®* 

However, the advertisements of all “investment counselors” were 
not restricted to monographs, brochures or newspaper advertisements 
which merely briefly described the activities of these organizations. 
Many of the individuals and firms included in the broad category 
of “investment counselors” employed advertisements which em- 
phasized “cheap stocks for large profits,” “trading advice,” “stocks 
at $2,” and so forth, disclosing the “tipster” character of their 
services. 

E. TURNOVER OF NUMBER OF CLIENTS 

The Commission received from 10 investment counsel firms infor- 
mation relating to the turnover of their clients’ accounts between 
December 31, 1932 and December 31, 1937.22 These data, incorporated 
in Table 11, show the percentage of accounts held by individual firms 
at the end of each year during the period 1932-1937 which were still 
held as of December 31, 1937. For example, of the number of ac- 
counts which Firm A held as of December 31, 1932, 68% of these 
accounts were still with the firm as of December 31, 1937. For the 
entire group of firms only approximately 60% of the accounts on the 
average which these firms had as of December 31, 1932 remained with 
the firm as of December 31, 1937. So too, for the year 1936, which 
would indicate the percentage loss for one year, the average percent- 
age of accounts retained was 86%. One firm (Firm F) lost by De- 

TABLE 11.—Percentage of accounts at each year-end, from 1932 to 1937, retained 
by 10 investment counsel firms at the end of 1937 
  

  

  

Firm 

End of 

A B C D E F G H I J Average 

032. - eae 68 78 50 79 48 2 lo. 59 1 Se 59 

1938. ne 68 84 77 87 63 83 luaanaie 69 68 39 65 

O34. i lal 9 82 70 82 63 45 86 76 7 64 71 

1035 80 87 87 88 76 67 70 84 85 88 81 

1 ER 91 94 92 94 86 79 66 90 93 79 86 

1937.0 nadine 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 100. 0                         

81 A few titles of such bulletins will convey their nature—‘“A Man and His Property,” 

“Challenge to Investments,” “Useful Wealth,” “Danger of Good Times,” ‘Sale Prospects 

and Clear Outlooks,” “Personal Management Service.” 

32 Specimens of these types of advertisements are contained in Appendix E. 

33 One firm reported for the period 1933-37 and another for the period 1934-37.
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cember 31, 1937 as many as 70% of the accounts which it held as at 
December 31, 1932, and that same firm lost as many as approximately 
20% of its accounts in the one year 1936. 

F. AUDIT OF BOOKS OF INVESTMENT COUNSEL FIRMS 

Investment counsel firms have not adhered, it appears, to any uni- 
form practice of having their books or their clients’ accounts audited. 
Thirty of the 60 firms did not have their books audited by an 
independent accountant. 

G. FINANCIAL STATEMENTS OF INVESTMENT COUNSEL FIRMS 

Asset data were available for 15 of the 56 firms which had invest- 
ment company clients. The largest of these firms had assets of 
$681,607 at the end of 1935, with a net worth of $678,950; the second 
largest had assets of $335,643, with a net worth of $292,601; and the 
third largest had assets of $298,861, with a net worth of $54,983. The 
smallest firm of the 15 at this year-end had assets of $3,716, with a 
net worth of $616. Seven of the 15 firms had assets less than $50,000, 
and 11 had less than $75,000. Eleven of the firms had a net worth 
of less than $50,000, while only two had a net worth of over $100,000. 
From the end of 1933 to the end of 1935 the aggregate assets of these 
15 firms increased from $1,252,801 to $1,853,748, or from an average 
of $83,520 to $123,583. 

Operating statistics were reported for only 11 of the 15 firms. In 
19383, only one of these 11 firms showed a net loss in operations 
(after including trading profits and losses and income taxes). In 
1934 four firms showed net losses and in 1935, five firms. The aggre- 
gate net profits of all 11 firms amounted to $123,713 in 1933, $162,167 
in 1934, and $208,715 in 1935. Over half of these profits were ac- 
counted for by one firm. In 1935 the aggregate ordinary income for 
all 11 firms was $1,920,440 as compared with $1,397,357 in 1933. The 
ratio of aggregate net profits to aggregate total assets for all 11 firms 
was 16.7% in 1933, 19.9% in 1934 and 19.5% in 1935. 

The operating expenses of these 11 firms are summarized in Table 
12 for the years 1933, 1934, and 1935. The two major items are 
salaries and wages to officers and clerical employees and commissions 
to salesmen. Salaries and wages amounted to over $1,000,000 in 
1935, accounting for about 65% of all operating expenses. Commis- 
sions to salesmen aggregated $212,000 in 1935 (3259.00 in 1933) and 
represented 13% of all operating expenses (21% in 1933). 

TABLE 12.—Analysis of operating expenses of 11 investment counsel firms, 1933-35 
  

  

  

Amounts expended Percent of total 
($000) expenses 

Item 

1933 1934 1935 1933 1934 1935 

Salaries and Wages... i 631 930 1064 51.3 61.2 64.6 

Commissions to salesmen for solicitation of new 

aeeounts. oe eg ar 252 216 212 20.5 14.2 12.9 

Miscellaneous and unallocated ______._______________ 348 373 371 28.2 24.6 22.5 
Jn SE ee Sa 1231 1519 1647 100.0 | 100.0 100.0               
 



Chapter VI 

FUNCTIONS AND PROBLEMS OF INVESTMENT 
COUNSEL 

A. FUNCTIONS OF INVESTMENT COUNSEL 

1. Continuous, Disinterested, Personalized, Investment Advice 

Some of the representatives of investment counsel firms urged that 
the primary function of investment counselors was “to render to 
clients, on a personal basis, competent, unbiased, and continuous 
advice regarding the sound management of their investments.” The 
necessity for and the rapid growth of investment counsel service, 
according to these representatives, was in no small measure occasioned 
by the “tremendous overelaboration, or certainly elaboration of the 
capital structure of the industry, a great increase in the complexity 
in the numbers and background of securities that were available for 
investment by investors,” and “the result was that the layman became 
bewildered by the confusion incident to the complexity of structure.” ** 

Rudolf P. Berle, counsel to the Investment Counsel Association of 
America, testified : *° 

A. * * * The result was that the layman did what an intelligent layman 

does do: he sought the advice of somebody who could advise him expertly on 

the subject. He had to, exactly as he would seek the advice of an architect or 

engineer in the connection with building a house or other kind of structure. 

The response to that need, as I have suggested, was very rapid, and where 

you have a mushroom growth, naturally there are many types and kinds of 

people who undertake to respond to that need. 

Rapid growth in almost anything is likely to lead to a possibility of chaos. 

Now, before this rapid growth, or slightly before it, there were certain estab- 

lished groups which were rendering investment counsel service, such, for 

example, as Scudder, Stevens & Clark, and it was naturally to the advantage 

of a variety of people to apply to themselves this term of investment counsel. 

In that chaotic growth, a great many people held themselves out, as I 

understand it, as being investment counsel, when actually they had none of 

those qualifications and, as you pointed out, Mr. Schenker, earlier, you had the 

entire range from the fellow without competence and without conscience at 

one end of the scale, to the capable, well-trained, utterly unbiased man or firm, 

trying to render a purely professional service, at the other end. 

The main sources of investment advice available to the public prior 
to the inauguration of independent investment counsel organiza- 
tions—investment banking houses, brokerage houses and banks—were 

8 Op. cit. supra, note 10, at 21672. 

8 The Investment Counsel Association of America is a voluntary association organized 

by the representatives of a few investment counsel organizations to formulate a standard 

code of ethics for this industry. 

36 Op. cit. supra, note 10, at 21672-3. 
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deemed by some of the representatives of the industry undesirable, 
in that numerous vital conflicts existed between the interest of the 
individuals or institutions furnishing the advice, and the interest of 
the investor to whom it was furnished. Mr. James N. White, of 
Scudder, Stevens & Clark, in describing these conflicts, testified : * 

Q. Did you envision any problems arising from the fact that the investment 

banker was acting at least as a quasi-investment counsel with respect to 

securities? 

A. We did not visualize any ethical difficulties, but we could see problems. 

We could see potential problems to a sufficient extent that we felt justified in 

charging a fee for being completely and totally on the investor's side, so to 

speak, giving him our full time and our entire interest. 

Q. Now, what problems did you envision? 

A. The very simple one of the problem of a merchant whose bread and butter 

and existence depends on selling his goods. 

There was more of a problem than that because that is a perfectly legitimate 

function. There was the fact that when a banking house told his bond sales- 

men that they might offer certain bonds, he could not tell them that before 

selling a given bond to a given person, he must necessarily scrutinize his entire 

list of securities, familiarize himself with the person’s investment objective 

and decide whether those bonds should be offered to him. 

Q. Well, isn’t it one of the fundamental problems, which we also have in 

investment trust and investment company situations, that the investment 

bankers’ pecuniary interest lay in effectuating the sale of the securities, isn’t 

that so? 

A. That is so. 

Q. And without making any concession by yourself, that advice to a client 

might in some way be tinged with that pecuniary interest. You could visualize 

situations, could you not, where investment advice was predicated not so much 

upon the financial position or the advisability of this particular investor pur- 

chasing the securities, but was subconsciously motivated by a desire to sell 

the merchandise? : 

A. Well, IT would put the emphasis there on subconscious, because we never 

attempted to build up our business by damning the investment banker who was 

trying his level best to serve the interest of the investor. It was more a 

question of the theoretical position he was in, representing both the corporation 

who was borrowing money and the investor who was lending. 

Q. On that aspect there may have existed not a deliberate intent to unload 

securities that were sour, or were unsound, but at least there existed subcon- 

sciously a prejudice on the part of the investment banker in favor of the 

security, or else he would not have underwritten it, isn’t that so? 

A. IT would say keener, a very much keener interest in it. In other words, 

he knew a great deal about it, much more than he knew about the general 

investment field. He made much more of a study of it and knew much more 

about it and was correspondingly much more interested, and enthusiastic 

about it. 

Q. So that the situation as you visualize it was that there did not exist an 

impartial, disinterested agency to which a person could go to get a disinterested, 

impartial appraisal of the intrinsic merits of a particular investment he was 

going to make and also whether that was the type of investment that would 

fit into his general personal investment program, isn’t that so? 

  

71d. at 21642-5.
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A. And from which he could at the same time get continuity of supervision; 

those three things go together. 

Q. So it was with the intent, you say, to furnish definite disinterested advice, 

together with advice which formed part of a cohesive plan, personal to the 

particular investor, and furnish continuous supervision of that program, which 

you say actuated the formation of the investment counsel organization in this 

country? 

A. Yes. 

However, Mr. White conceded that many investment counsel have 
“strayed a great distance from that professed function” of furnish- 
ing disinterested, personalized, continuous supervision of invest- 
ments :*® 

Q. The problem of definition, of investment counsel, of course, is a difficult 

one, isn’t that so? 

A. Yes. 

Q. Usually it is defined in terms of hope and anticipation, what you would like 

it to be, isn’t that so? But as to what the actualities are, what the realities are, 

you have a gradation from individuals who are professed tipsters and do not 

make any pretense of being anything else, all the way up the scale to the type 

of individual, who, as you say, desires to give that impartial scientific professional 

advice to persons who are trying to plan their economic situation in the light 

of accomplishing various results, making provision for old age, education, and 

so forth. However, you can readily see, can you not, Mr. White, that a very 

significant part of that problem, as far as we are concerned, and possibly the 

most vital one, is, shall we say, the individuals on the fringes, isn’t that so? 

A. That is my conception of it. 

2. Limited Economic Strata Served by Investment Counsel 

The function of investment counsel, as conceived by representatives 
of the industry, is to serve only a limited group of investors—those 
individuals and institutions with substantial funds who require con- 
tinuous supervision of their investments and a program of investment 
to cover their entire economic needs. Dwight C. Rose of Brundage, 
Story and Rose, president of the Investment Counsel Association of 
America, testified :3° : 

Q. I am just trying to see where the investment counselor fits into the general 

mosaic of investment advice to the public. The investment counselor, as you 

conceive his functions to be, is a type of individual who is qualified to give 

investment advice to individuals who have, shall we say, a moderate estate, 

and have investment problems, both from the point of view of income, provision 

for old age, education of children, and so forth; isn’t that so? 

A. Investment counsel up to the present time has had largely to concern itself 

with the problems of that group because it has found no satisfactory method 

of dealing with small funds on a basis that is profitable. 

Q. So that the strata of the population served by the investment counselor, 

as you conceive these services, is not the person who has a few hundred dollars 

and wants to buy some stocks, or has just a few hundred dollars with which 

he wants to speculate to see if he can make a quick profit, but it is the individuals 

who have a moderate estate and who want to plan scientific management of 

3 1d., at 21646. 

3 Id., at 217157. 

178120—30——5
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their funds so that they can meet all their financial requirements; I mean that 

is the ultimate to be expected from that type of organization; isn’t that so? 

A. I would say that is generally true, with the exception of whatever 

supervision or management some firms might have over commingled funds, or 

mutual investment funds. j 

Q. The extremely wealthy people, of course, usually have their own invest- 

ment counselors. When they run into the millionaire class, they, of course, have 

investment advisers who do nothing but devote themselves to the investments 

of these people; isn’t that so? 

A. That frequently is the case. 

Q. What medium do you say exists to service the really small people who 

have a few hundred or few thousand dollars to invest? 

A. Of course, such an individual has for a number of years had the savings 

bank, and such things as building and loan associations. So far as common 

stocks are concerned theoretically, he has had investment trusts which were 

organized for that purpose. 

I, personally, see no reason why investment trusts cannot be so organized 

and directed that the small investor can get expert, sound management through 

participation in them and get it at a reasonable cost. 

3. Difference in Function Between Investment Counselors and Investment 
Companies 

The representatives of the industry emphasized that a marked 
distinction existed between the function of investment counselors and 
investment companies, although both types of organization in essence 
are formed to furnish investment management. Mr. White testified 
to this effect as follows :%° 

Q. * * * There is a similarity in the nature of the service rendered by 

the investment trust to its stockholders and an investment counsel to his client, 

is that so? 

A. The investment trust gives a part of the service rendered by investment 

counsel. 

Q. What do you visualize is the vital distinction between the nature of the 

service you give and the nature of the service the investment trust gives? 

A. Well, the ordinary investment trust of the management type gives its holder 

a diversification, probably beyond the ability of the small investor to obtain on his 

own capital. It also gives him management. It does not take any cognizance— 

the distinction is that it takes no cognizance of his total financial position in 

investing his money for him, and is distinguished from investment counsel, in 

that it gives him no judgment in the matter whatever. In other words, advice 

and management are two entirely different things and I should say that the 

great bulk of our clients consider themselves as the managers of their capital. 

Q. Now, you say the true function as you conceive it, of an investment coun- 

selor, is to give advice in connection with the specific condition of a particular 

individual? 

A. Yes. 

Q. While the investment trust does not have that personal element in it, that 

it manages the funds more on an impersonal basis? 

A. That is right. 

Q. “Impersonal” being used in the sense that they may try to get a common 

denominator, or what they envision their stockholders’ condition may be, or 

40 1d., at 21648-51.
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what would be best for a cross-section of the American public, but does not 

give the advice with the peculiar, particular, specific financial condition of the 

individual and what he hopes to accomplish, or what purpose. 

A. Might I also add that in a number of cases at least, as Mr. Dunn said 

yesterday, the investment trust managers do not consider their funds as a 

proper repository for all of an individual's capital. It is not that it doesn’t 

consider only his personal peculiarities and needs, but it does not give him a 

complete financial program. 

4. Relation to the National Economy 

Aside from the possible service rendered to investors of fairly 
substantial means who require concentrated investment supervision 
the contribution of the investment counsel to the national economy 
“was much less clear.” Mr. White, of Scudder, Stevens & Clark, 
testified : + 

A. * * * From the point of view of the country, the point is much less 

clear. Unless you feel that it is of value to place the country’s wealth in the most 

productive channels and to dissipate as little of it as possible in foolish and rash 

investment, to minimize speculation, to stabilize markets which we believe we 

tend to do, rather than to exaggerate out of balance. 

B. PROBLEMS OF INVESTMENT COUNSEL 

The problems relating to the investment counsel industry may be 
subdivided into two broad categories: (a) the problem of distinguish- 
ing between bona fide investment counselors and “tipster” organi- 
zations; and (b) those problems involving the organization and 
operation of investment counsel institutions. 

Mr. White of Scudder, Stevens & Clark, in discussing this problem 
of the investment counselors, testified : 4? 

Q. You assumed you were the progenitors. Our record indicates that there 

is one that was organized as far back as 1899, an organization called “Town 

Topics Financial Advisory Service.” I am surprised you have not seen their 

name because we have some advertisements, one of them in the New York 

Herald Tribune, which says, “A stock at $2.00 for those who like to speculate 

in very low priced stocks, we have chosen a $2.00 stock representing an industry 

that is now, et cetera—Town Topics Financial Bureau, Alfred T. Moore.” Is 

that your concept of the function of an investment counsel? 

A. Not exactly. 

Q. However, it is a condition and not a theory which confronts the Commission. 

That type of thing exists, does it not? 

A. When I say yes, I do not know. I could not put a name to any individuals. 

Q. I am not being critical of Town Topics, but that type of organization which 

gives that type of investment service exists, isn’t that so? 

A. Yes. 

* * * * * * » 

QQ. The fact is that they may be more significant than the investment counsel 

as you would envision its function ; because of their prolific advertising and their 

solicitation, they probably can reach a type of individual who requires more pro- 

4 1d., at 21651-3. 
421d, at 21647-8, 21667
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tection than the type of individual who comes to Scudder, Stevens & Clark, 

isn’t that so? 

A. I think so. 

® * * * s * . 

Q. I just want to discuss, generally, the basic approach to the problem of in- 

vestment counsel. As I understand it, you feel that the abuses or evils prevalent 

in the investment counsel organization are more concentrated in instances where 

individuals do not conform to your standards. They are more prevalent in 

that type of individual, isn’t that so? 

A. Yes, I feel that very strongly. 

Q. It is the individual who makes exaggerated claims, it is the individual who 

is essentially a tipster, the individual who may not have the requisite qualifica- 

tions and training and background and financial resources and financial responsi- 

bility that aggravates the problem of investment counselors, isn’t that so? 

A. Without them I would say it would be a minor problem. 

Q. And any cure for the problem of investment counselors in the broad sense 

you feel must necessarily encompass that type of individual? 

A. Largely focus on it. 

Although the survey by the Commission did not include a detailed 
investigation as to the existence of specific abuses and defects of in- 
vestment counselors, their activities patently present various problems 
which usually accompany the handling of large liquid funds of the 
public. In many respects, various of the abuses and defects prevalent 
among investment companies may very easily arise in the investment 
counsel field. Like investment companies, investment counsel services 
have had a largely unregulated and unsupervised mushroom growth. 
Throughout the history of their existence and up to the present time, 
no limitations, restrictions, or conditions have been imposed with 
respect to the qualifications of the individual who may solicit the 
funds of the public to be controlled, managed, and supervised, the 
method of solicitation, the custody of these funds, or the character of 
the investment advice furnished. 

At the public conference, some of the representatives of the invest- 
ment counsel organizations indicated that there existed vital prob- 
lems in the investment counsel field. It was emphasized that in- 
dividuals without the requisite qualifications and financial responsi- 
bility who indulged in exaggerated claims constituted a menace not 
only to the investor but to the counselors. One of the major prob- 
lems as viewed by these representatives was, therefore, the elimination 
of “tipster” services which were masquerading as bona fide investment 
counsel organizations. 

Broadly stated, the representatives felt that investment counsel 
organizations could not completely perform their basic function— 
furnishing to clients on a personal basis competent, unbiased, and 
continuous advice regarding the sound management of their invest- 
ments—unless all conflicts of interest between the investment counsel 
and the client were removed.* 

# Mr. Rose, president of the Investment Counsel Association of America, in discussing 

the constitution and the code of ethics of that organization, emphasized the necessity for 

investment advice untainted by any conflict of interest. The code provided : 

“It is the function of the profession of investment counsel to render to clients on a 

personal basis competent, unbiased, and continuous advice regarding the sound manage- 

ment of their investments. An investment counsel firm should devote its time exclusively
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Some of the representatives recognized that these conflicting in- 
terests prevailed to a marked degree where the investment counsel 
organization was closely affiliated with investment bankers or broker- 
age firms. The representatives claimed that, since the investment 
banker is essentially a “merchant of securities whose income depends 
primarily on the difference between the price he pays for securities 
and the price at which he sells them,” * he was in no “position to advise 
impartially with respect to the particular goods he has to sell.” ** In 
the language of one of these representatives: “It seems * * * 
fairly obvious that a merchant in securities to be sold at a profit is 
primarily concerned with moving the wares he has on the shelf that 
he will make money out of, and therefore is not in a position to give un- 

- biased advice, which we have stated to be the function of the profes- 
sional investment counsel.” # Similarly, representatives of investment 
counsel firms urged that the affiliation of brokerage firms with invest- 
ment counsel organizations fostered undesirable and irreconcilable con- 
flicts of interest, for “the broker receives his income principally or en- 
tirely from the commissions received on transactions—the larger the 
number of transactions the larger his gross income” 47 and “the broker’s 
interest in turnover might be a temptation to advise clients to trade 
more than might be to their advantage or than might be necessary in 
their interest.” 48 

So, too, it was asserted that divorcement of investment counselors 
from the directorships of corporations was essential if the funda- 
mental objective of the complete elimination of conflict of interest was 
to be attained. Representatives of investment counsel organizations 
claimed that conflicts of opposing interests might exist. The fiduciary 
obligation of the director to the corporation and stockholders might 
dictate one course of conduct which was to the best interests of the 
corporation but which might be inimical to the interests of investor 
clients holding securities in the corporation. Stress was placed by 
some of these representatives upon the fact that any affiliation be- 
tween the corporation and the investment counsel organization 
through directorships might be an impediment to a disinterested, 
objective, or critical attitude toward an investment by clients in that 
corporation. 

According to some investment counsel representatives, trading by 
investment counselors for their own account in securities in which 
their clients were interested may adversely affect the interest of these 

to the performance of this function and services incidental thereto ; it should not engage 

in the business of security merchandising, brokerage, banking, the publication of financial 

services, or acting as custodian of the securities or funds of clients; and neither the firm 

nor any partner, executive, or employee thereof should directly or. indirectly engage in 

any activity which may jeopardize the firm’s ability to render unbiased investment advice.” 

Mr. Rose testified (Op. cit. supra, note 10, at 21686) : 

“In other words, the reason for the adoption of that general provision was that, in 

our judgment, experience had pretty clearly indicated that an organization was not in a 

position to render to clients, on a personal basis, competent, unbiased, and continuous 

investment counsel services, if it had other interests that might conflict with those 

services.” 

4 Op. cit. supra, note 10, at 21687. 

45 Thid. 

46 Thid. 

47 Tbid. 

48 Thid.
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clients, since a problem of priority of transactions is created—i. e., a 
question arises as to whether a block of a particular security is to be 
accumulated (or liquidated) first for the account of the client or the 
account of the investment counsel. 

Arrangements for contingent compensation to investment coun- 
selors, such as percentage of profits, was strongly condemned as 
inimical to the interest of the client, for according to these representa- 
tions, aside from the “heads I win, tails you lose” *° aspect of such 
arrangements, such a basis of compensation “encouraged the advisor 
to recommend a degree of risk that the investor himself would not 
knowingly undertake, inasmuch as the advisor has everything to gain 
if he is successful and nothing to lose if he is wrong” *° and “may have 
been a strong temptation to take unusual risks, to speculate or to - 
over-trade.” #1 

Other problems with respect to investment counselors are their 
solvency and the custody of their clients’ securities. Although, as a 
matter of practice, many investment counsel firms do not assume the 
custody of their clients’ securities, yet investment counsel services are 
under no disability to accept such custody, and some organizations 
have physical possession of such securities. At present, investment 
counsel organizations are under no obligation (except in one State, 
where a bond of $5,000 is required) * to make any provisions with re- 
spect to the protection of their clients’ securities or cash balances in 
their possession. No conditions are imposed by law with respect to 
the minimum capital or net worth of these organizations; and no pro- 
vision is made for the auditing of books or checking of clients’ securi- 
ties by any independent authority or agency. The problem of the 
protection of investment counsel clients may be aggravated by the fact 
that 146 of the 394 firms replying to the investment counsel ques- 
tionnaire were corporate in form, with resultant limited liability of 
their stockholders. 

Although, in fact, the contract or relationship between investment 
counsel and client is a personal one, yet in those instances where the 
investment counsel is corporate in form, control of the funds of the 
individual clients may be indirectly transferred merely by disposing 
of the controlling stock of the investment counsel corporation to other 
individuals without the knowledge and consent of the client. 

9 Id., at 21714, 

5 Ibid. 

51 Ibid. 

52 This is the State of Oklahoma.



Chapter VII 

REGULATION OF INVESTMENT COUNSELORS 

A. STATE REGULATION OF INVESTMENT COUNSEL FIRMS 

Federal regulation of investment counselors as such does not exist 
at the present time.” Several of the states require that persons who 
furnish investment counsel advice be registered with the State Secu- 
rities Commissioners.’ 

1. California 

The State of California amended its Corporate Securities Act in 
1931 to provide for the registration of investment counselors.®* The 
Act broadly defines an “investment counsel” as follows: 

Every person or company other than a broker, who in this state, for compensa- 

tion, engages in the business of advising others either directly or through publica- 

tions or writings as to the value of securities or as to the advisability of invest- 

ing in or purchasing of securities, and every person other than a broker or cer- 

tified public accountant who issues or promulgates analyses or issues reports 

concerning securities; provided, however, that said term shall not be construed 

to include any licensed, practicing attorney who renders or performs any of said 

services in connection with the practice of law. 

The registration application of the investment counselors requires 
the following type of information: (a) the name and residence of 
the applicant; (b) the business reputation, experience and education 
to qualify the applicant to act as an investment counsel and the train- 
ing and background of the applicant who wishes to function as an 
investment counsel; and (c) the plan, character, and method of 
business. 

The California Commissioner is empowered by the statute to deny 
the application or revoke registration if either the applicant does not 

58 However, Sec. 17 (b) of the Securities Act of 1933 and Sec. 15 of the Securities Ex- 

change Act of 1934 contain provisions which may interdict to a limited extent some of the 

activities of investment counselors. 

8: Some states which have no statutory regulation with respect to investment counselors 

do, however, recognize the importance of having such regulation. For example, the Illi- 

nois legislature has at present pending before it a bill with respect to the regulation of 

investment counselors. In Massachusetts, the State Securities Division is apparently 

attempting to regulate counselors as brokers. In Minnesota, the Securities Division, at 

the last session of the legislature, attempted to have a law passed giving the division 

some regulatory powers with respect to investment counselors as exist concerning brokers 

and security dealers. In Missouri, the State Securities Division has taken the position 

that investment counselors should register as dealers in securities, since on advising clients 

they are believed to act in some manner within the scope of the statutory definition 

of dealer. In Texas, there is a recognition by the Securities Commission that there is 

need for some regulation to prevent counselors from also acting as dealers in securities, 

in order to afford unbiased advice. (Report of Research Department of Illinois Legislative 

Council. on Statutory Regulation of Investment Counselors, September 1939.) 

8% See Appendix F. 
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possess the requisite training and experience, or any officer, director or 
member thereof has or is about to engage in any fraudulent trans- 
actions.?® 

2. Connecticut 

The State of Connecticut on May 12, 1937, passed a statute *” which, 
like the California statute, required investment counsel organizations 
to register with the State Securities Commission. The Connecticut 
statute specifically excluded from the scope of its definition certain 
financial units such as banks, loan associations, etc. The bases for 
denial or revocation of registration are closely similar to those in 
the California statute. 

3. Illinois 

_ Illinois, in its rules and regulations respecting the sale and dispo- 
sition of securities, apparently supports the practice of permitting 
brokers and/or dealers to give investment counsel advice in addition 
to their usual transactions in securities.’® The rule which applies 
to investment counselors, however, defines the standard of fiduciary 
obligation which should obtain in cases where such broker and/or 
dealer attempts to furnish investment counsel advice in those trans- 
actions. The provisions in this respect read as follows: 

Investment counsel or advice, whether by one specializing solely in rendering 

investment counsel or advice, or by a dealer or broker, incidental to usual 

transactions in securities, shall be strictly on the basis of fiduciary relationship 

between the counselor or advisor and the investor or prospective investor. In 

no event shall such counsel or advice be influenced or colored by the element 

of profit or compensation through the sale or trade-out of any security held 

by the investor. Any advice or counsel given to an investor respecting the 

position of a security held by such investor must be solely on the basis of 

interest or pecuniary profit to the investor. Any investment counselor who 

in any manner, whatsoever, either directly or indirectly, places or assists in 

placing any contract for the purchase or sale of securities is held to be a 

registrant and must be qualified as provided by the provisions of the Illinois 

Securities Law. 

4. Michigan 

The Michigan securities statute includes in its definition of “dealer” 
In securities one “who for any consideration acts as an investment 

  

5% Some information on the operation of the California statute was supplied in a letter 

from the Securities Commissioner of California to the Commission. This letter reads, 

in part, as follows : 

. “Since the Corporate Securities Act was amended in 1931 to make provision for the 
licensing of Investment Counsels, the number of applications have been as follows : 

  

  

  

  

  

Our records disclose that during the period from August 1931 to April 1937, two invest- 
ment counsel certificates have been suspended, twenty investment counsel certificates have 
been revoked and 101 investment counsel certificates have not been renewed. Each certifi 
cate expires on the 31st day of December of the year in which it is issued.” 

57 See Appendix F. 

% See Rule 15 of Illinois Rules and Regulations under the Illinois Securities Law 
effective December 31, 1938. :
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counselor and advises the purchase and sale of securities.” As a 
“dealer,” therefore, he is required to be licensed by the State 
Securities Commissioner. 

5. New Hampshire 

The New Hampshire securities statute includes within its definition 
of “securities” “contracts of services and advice relating to invest- 
ments, or membership in organizations or associations purporting 
to render such services or advice,” which, in other words, describes 
the services of an investment counselor. A further provision of the 
act provides that “dealers in securities,” which would thus include 
persons selling investment counsel advice, must register with thé 
securities commission. The State Securities Commission has the 
authority under the statute to investigate the financial standing and 
reliability of a prospective dealer and to pass upon the advertising 
material to be used by such person in connection with his activities.® 

6. Oklahoma 

The State of Oklahoma, by an amendment to its Securities Act 
in May 1933, provided that only registered dealers may function as 
investment counselors,®* but exempted lawyers and certified public 
accountants. Registration was conditioned upon the posting of a 
bond to account for customers’ funds and securities and to satisfy 
judgments obtained by customers against the dealer in actions based 
on security transactions. 

7. Rhode Island 

Rhode Island provides for the registration of brokers, and in the 
definition of broker includes every person who “for any cause acts 
as investment counsel and advises the purchase and sale of 
securities.” 2 

B. PRIVATE INVESTMENT COUNSEL ASSOCIATIONS 

Two private associations of investment counsel firms exist in this 
country—The Investment Counsel Association of America organized 
in the State of New York ¢ and The Investment Counsel Association 
of Southern California. 

With respect to the purposes and objectives of The Investment 
Counsel Association of America, Rudolf P. Berle, its counsel, 
testified : ° 

5% See Appendix F. In addition, Rule 14 of the Michigan Rules and Regulations adopted 

January 1, 1936, is similar to the Illinois Rule 15, above cited, defining the standard 

of fiduciary obligation to be maintained by an investment counsel. 

% See Appendix F. 

61 Ibid. 

92 Thid. 

8 This association at the time of the public conference on investment counselors had 

just completed various of its organizational phases and had few members. The organiza- 

tion had not as yet undertaken any active membership campaign. (Op. cit.,, supra, 

nete 10, at 21670.) 

84 See Appendix G for a statement of the purposes, objectives, and the Code of Profes- 

sional Practice of these organizations. 

® Op. cit., supra, note 10, at 21673-5.
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A. * * * In that chaotic growth [of investment counsel], a great many 

people held themselves out, as I understand it, as being investment counsel, when 

actually they had none of those qualifications and, as you pointed out, Mr. 

Schenker, earlier, you had the entire range from the fellow without competence 

and without conscience at one end of the scale, to the capable, well-trained, 

utterly unbiased man or firm, trying to render a purely professional service, at 

the other end. 

Recognizing this range, a group of people in the forefront of the profession 

realized that if professional standards were to be maintained, there must be 

some kind of public formulation of a standard or a code of ethics. 

There had to be some kind of distillation of the experience which they had had, 

which could produce a code of ethics, to which the public at large, and to which 

laymen could turn in determining what kind of thing they might expect from 

an investment counsel, that term having come to be appropriated by a great 

variety of people who previously had never had any experience at all. The 

result of that feeling on the part of a number of leaders in this profession, cer- 

tainly in the forefront of the profession, was the formulation of the code of 

ethics * * * and the formulation of an organization known as the Invest- 

ment Counsel Association of America to implement the code of ethics. 

* * * * * * * 

The Investment Counsel Association, in its organization, is not now in a posi- 

tion to police, if you please, those individuals who not only do not conform to 

this code of ethics which has been formed, but probably would not wish to con 

form. There is a definite problem, as you pointed out. 

On the other hand, it is my own personal view, that the formulation of that 

code is of tremendous value, in that for the first time a group in the profes- 

sion have undertaken to establish a group of standards and the investing 

public is in a position to see these standards in type and can ask of anybody 

who seeks to advise them, “Are those the standards by which you govern your- 

self, whether you are a member of the Association or whether you are not?” 

It was the unanimous opinion of the representatives at the public 
examination, both of firms which are members of the Association 
and non-member firms, that, although a voluntary association would 
serve some salutary purpose, such an organization could not cope 
with the most elemental and fundamental problem of the investment 
counsel industry—the investment counsel “fringe” which includes 
those incompetent and unethical individuals or organizations who 
represent themselves as bona fide investment counselors. These in- 
dividuals and organizations not only could not meet the requirements 
of membership, but because of the nature of their activities would 
not even consider voluntarily submitting to supervision.or policing. 
Mr. Berle, when examined on the effectiveness of voluntary organi- 
zations to deal with the basic problem of incompetent and dishonest 
investment counselors testified : ¢° 

Q. Well, as you see it then, at least at the inception of the Association, this 

is just a distillation of the experience of people who formed the organization, 

their experience, and what they conceive the code of an investment counselor 

should be, isn’t that so? 

A. Yes. 

“Id. at 21675-8.
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Q. It is tantamount to a public proclamation that you believe a real invest- 

ment counsel should be guided by these things and have these qualifications, 

isn’t that so? 

A. That is one phase of it. 

Q. As you have indicated and as Mr. White has indicated, that will not meet 

the situation of the individual who holds himself as investment counsel, who 

not only probably could not qualify as a member of the Association, but would 

avoid becoming a member of the Association so as not to be subject to those 

ethical principles and possible policing by the Association, isn’t that so? 

A. It would not come within the policing power of the Association; that is 

perfectly true. 

On the other hand, I do not think that the value of having a code of that 

sort stated prevents—I won’t say prevents, but improves—the situation created 

by the tremendously rapid growth of the profession. 

Q. It is that group of individuals that we have been describing as the 

“fringe” that constitutes a major problem in the investment counsel situation 

in the broad sense, isn’t that so? 

A. It certainly does, yes. 

Q. There is no way the Association can compel them to become members 

and comply with the code, is there? 

A. No. 

Q. And there is nothing that the Association can do, if the individual is 

not a member of the Association and does not conform to your code of ethics? 

A. That is correct. 

Q. To meet that situation you need some agency which has compulsory 

power to compel them to conform to those standards, isn’t that so? 

A. Yes, someone else has got to do that job. 

Q. The code of ethics of the Association propounds what you conceive the 

standards of a true investment counsel should be, and attempts to educate the 

public to your conception of these standards. An individual is thereby put 

on notice that if he does not conform to those standards he at least does not 

conform to what your idea of an investment counsel should be? 

A. Which we believe is not an unrepresentative point of view. 

Q. You do not contend, do you, Mr. Berle, that the Association is the panacea 

of the evils of the investment counsel in the broad sense? 

A. Far from it. It is too large a problem, but it is very, we believe at least, 

a very constructive step in the direction of formulating standards. 

Q. And I think you will also concede that unless you can deal with the 

fringe you are not realistically dealing with the problems, isn’t that so? 

A. I would not put it quite as strongly as that. 

Q. How would you put it? 

A. I think it is a purely realistic approach that we have. 

Q. Yes. 

A. For example, you cannot undertake to regulate the fringe, unless you have 

got an idea as to what kind of a standard at least the best minds in the 

profession think ought to be established as the standard. 

On the other hand, certainly any realistic approach has got to deal with the 

fringe that you refer to, in order to do a complete job. I thoroughly agree 

with that. 

Mr. Rose also testified : ®7 

Q. Now, in connection with your investment counsel association you heard 

Mr. Berle’s testimony. Do you agree with him, Mr. Rose, that aside from any 

671d., at 21708-10.
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salutary purpose that the formulation of this code may have that the Asso- 

ciation cannot completely deal with the problem of the investment counselor 

in a broad sense? 

A. I do, yes, sir. 

Q. And do you agree that one of the vital aspects of the entire problem 

are those individuals who designate themselves investment counselors who 

do not conform to your conception of what an investment counselor is, and 

therefore would not even be in a position to qualify for your Association? 

A. From a social standpoint that would appear to be the vital problem. 

Q. The most vital problem; yes. It is those individuals who call themselves 

investment counselors who do not have the requisite training, experience, and 

financial responsibility, and who do not have the requisite ethical standards, 

which presents one of the major problems in the investment counsel situation; 

isn’t that so? 

A. Yes, sir, I think so. : 

Q. From what I can see the Investment Counsel Association was not formed 

with the idea that it could solve those aspects of the problem, but was ani 

additional effect that the Association might have generally? 

A. I think it was pretty definitely recognized in its formation that the Asso- 

ciation would not solve that problem, and we would not attempt to solve it. 

Various representatives of the industry conceded that the problem 
of investment counselors must be dealt with on a national basis in 
order to be solved. Mr, White testified as follows: 8 

Q. Isn’t it also a fact that that type of individual is the more elusive, so 

far as state boundaries and jurisdictions are concerned? 

A. I should think he would be. 

Q. And do you think that the only effective method of handling that situa- 

tion, if it is to be handled at all, is to be on a national bagis rather than on a 

local restricted area, or state basis? 

A. I should think that would be preferable. 

Mr. Rose also testified : ©° 

Q. Of course, one of the major problems of the investment counselors, who 

are really investment counselors, is the stigma placed on those types of 

individuals by the activities of the individuals who are on the fringe; isn’t 

that so? 

A. Yes, that is true. I think that is one factor that stimulated the forma- 

tion of the Association. 

Q. And yet you will never be able to effectively meet that unless it is 

dealt with on a national scale? 

A. I think that is true. 

1d. at 21667-8. 
®Id., at 21710-11.



APPENDIX A 

List of Investment Counsel Firms Which Replied to Investment Counsel 
Questionnaire ¢ 
  

  

    

Date of 
Name of firm City organi- 

5 zation 

ABR, Boy W. = lot tt ns Taken Long Beach (Calif)... coo... 34 

FU Th OTE La a | EG SC i A PenVer: ov cil ’33 

Abraham, Nathan. Sheol ooo oo eo, New York Clty. ooo ono Toot 23 
Administrative and Research Corporation (N. Y.)_______|[.____ doctor ee er 34 

Advisory Corporation, The o_o lo. ui ois ceo lil) LD En ae SEE an Ae 34 

Alexander HamiltoreInstitute. oi eat AO at ml se ’'16 

Alezander, B. RB. & C0... Soitai anda oil ia Cleveland: oa arpul cise: 25 

Sloxander, Ralph A a i hs re main Boston. ial ct dL ’35 

American Institute for Economic Research. ______________ Cambridge i. ai alin aba ’34 

American Inslitute of Finance _____ eV Se Boston. _ Cola aan 19 

Anderson, Allen &- Co. Ine 0c ooo Lalo LE New York Oty: oo ol eos ao 34 

Andersonand Cromwell, The... srl Jou 0 Boston ro ood cana ’30 

Anderson, C.8.& Co, TPC... oui eter te NewYork Oy... coats 34 

Anderson-Hatch, Tne: oo Loin a a ee ee 3 1 ee DEER SRI A Pa 

Anderson, James Mo. rte inten Banta Ana. coo ana 27 

Angas Br ES ee New YorkGity: __...... 5 oo ’36 

Avsocidted Coungellors, Ne o.oo. LS i os a QO. se rd ee ’35 

Atkinson Albert Bm ea Cleveland. ©. lx Nooo. mois 32 

Axe BW. & Co, THO. oo rl dima na New York City iio. aoc iin oti ’33 

Aversand Cool ey a Cleveland... o.oo... nr ’36 

Bankers Investment Service, Ine. oC... i ii o-oo Milwaukee... oi of coc oii ows 36 

Barlow, Brant ©. a0 i a Binghamiton=. tc "Cb oni on 28 

Barnes, Jom Bo oa a wa Now York Clty... 0. ri naz '32 

Barnes, N. Be. rt oe Pagadens a ais ’34 

Barmey, Chas. Pad'Co 2 or ie New York City... ’33 

Barrett Jalan Na a Tn TT Atlanta. lo ton ra 

Bay State Management Corporation_____________________ Boston: torr rE ’36 

Bays Kenneth Bl asta, 86 Pane ds a ea ’30 

Beattie, JON A G00. co et adres Pitshurgh a ’30 

Beck, Mack. &ONver. 2... RR. New York Olby. = 7 31 

Bell & Wright = orb fot ay ae Lt ei io San Xranciseo 2 seu i ope ts ’36 

Bent, Charles Howard... 0. iia tas ow Chicago. oC = ais oe ol 35 

Benfley, Harold BR NewYork Oty 1. 0. it ’30 

Bernard ARON: a LS ea, LL eS NI 31 

BemnsteiwMacanlay, THe... oou te cides rae dois nt 34 

Bottsdan@: Morris, Inc. .o ocd retin 4 HC SR RR i es TE 34 

Beverley National €0. “ac oi i co iin al.. ToS ANSoles os oi 35 

BiShoD & 00. + Co in erp te a reels Philadelphia. C20. 0. ori ’36 

Bowen, Alor. or. ol einai hes Sarda Anna... olor. ool Seal ’36 

Boyd: Comey. =... ar aR aries Cloveland i ¥ "ree mina oy '35 

Braga, Joh AL ov eet pends So Now YorkClty =o oe pido ro oon ’36 

Brecinridge C0. ci. im ta a Chicago... ic ees ay 31 

Brewer, Arthiir Ly or a etude Los Angeles. coc. tere con 37 

Bristol Investment Counsel Corporation_________________ NewBedlord o.oo) ’30 

Broohmire BoHeting, Ine. saci orinads manne oi New Yorke Clty 0 bowen '34 

a The list includes, with a few exceptions, all organizations replying to the Commission’s questionnaire. 

It was not possible to make a list of selected firms that would correspond to some standard definition of 

investment counsel. ‘As a result, the firms included vary considerably in the nature of their services. 

The list does not, of course, represent registration with-the Commission or approval by the Commission. 
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List of Investment Counsel Firms Which Replied to Investment Counsel 
Questionnaire—Continued 

  

  

Date of 
Name of firm City organi- 

zation 

Breokmire Corporations. i. oo. lua i New York City i... teas ’34 

Brown, IC. AE oe isis. Houston ov i Zawii trl ’33 

Brown, C. HH. & Co, Inc..c0- 0 of nin ts Minneapolis. 2c. nial tour al ’34 

Brandage, Story & Bose. 2.0 ae aa New YorkiGiby ’32 

Bughes, Nathan Do tofa oe J Sn cies iL Boston. oc 0% oh "34 
Boll, W.R. Management Co., Ine... ..... 0.0 New York Clty. 5. 0c oo. 003 34 

Burden, Joseph Wo ee ala eat a LS 24 

Bushnell, Geo. D.- & Associates... ..... 00.7 Oeara 0 ir a ay ’33 

Business Economie Digest, The... 0... 0... rl... ik New XYork City... oo dg oi 25 

Caldwell, JohnH =. re fn iin a re ae Boston: tsi iar a re ne 

CantbiidgerAssocihios, Tne... or soso Tha ti a dan doe a a 24 

Capital Management, Tne cher = ath rl rail Tana PONS. oe aes ahs a ’36 

Capital Research & Management Co__.__________________ YosAnp8ias.. 0 Eas ae 31 
Carles, Frederic, & C0. or 0 i ini Winter Parke, Fla. oll 0 0. 237 

Qarre, Dealt. oo uss ir ns a aT Litfle-Roek ci... o.oo aoe hin ’36 

Carter, C-8Shelby & Cos Tne. cio ro 3 any New: York:City.. ooh ’32 

Cavanaugh, Morgan & Co. cil ou sae Dos Angeles Jail ious ey ’36 

Chambetlin:Assoeiates, Tne. cc it nl in Cor a ua = Now-York Clty. 2 ci 29 

Clase, John P., Minced ii oder oot i oR rien Boston roofs iin nn ae td ’32 

Cherry Securities Servico (Ine) -c a 0. = 0 0 tr or Ghicage cats oi, Coan raee i ’36 

City Bank Farmers Trust Co. 2 oo. o.oo. iio Now: York Clly. our oul 0s ’30 

Clad, Brit rT Se el QO ’31 

Claflin, Warren & Col, Ine... oo 0 10 ab ria Boston: 2 oc a sue ’31 

Clarke, Joh Boo. ov i nea aentn 30 Manhatian Beach... =... .. ’29 

Clarke, Sinsobaush. & Cos, Ine. 0. (00 veo NewYork Cbg... ti ohio ’33 

Clevenger, Tames Lo &i00. 2 02 rs so es ie oy erat Sl eae Sl SE ’34 

CHRO A Me oo ol de i Le a Ln id Fr See te JE SE A hp el ’16 

Chnche& C0, Ane. 2 te eT Ee es New York Clty... a 197 

Glintonand Clintons. ta. ca Hollywood «Lad aise ’36 

Cobarn, Willian ll. '& Co. low, li 3 sini oa Sn rnt Penis nda Real Celie on LoL ’19 

Connore, Myles B... reno 0 ng LL Cl a Now York City. ioc bolo as ’32 

Cooper, Donald Be: io ters rs a at Boston, tt ot ores or Den ’34 

Cooper, Daley RB. = oi i ir aa aE Son Diego neha io dt Dr Xl ati coed 297 

ITH EAD i RS Ce alien TN EE Rl RFR Se en Atlanta. ofr or li ln a ’32 

Cox Tea; Clarke. uuu ot Now York CHy. siz re 24 

Govler& Creighton. tir oe Sti el Ln od Buflalo cco ri ial mies 32 

Crocker, B-D. &00. 00 tou in Hn ee Chicago ri hams a ta x” 251 

Crymes Bol al si nr RE a San Brameiseos. Sool ocr St ’36 

Cummings:& Danker. Ll. 0 Co i 0 or le oy Boston via eine am ’36 

Cutler, Hubble C0. i otisd ss ta ities abe 2 SE Ns, Detroit s. ori lalh. past las ’32 

DaRbh ature A 0 ol i ee a Fos Antweles a bi rain 33 

Bana aN, Pe& Co, Ine ic tudor saad Boston: rr a ’32 

Davis, OlaadeBio yon oo Do i a ae he Glendale: coe. ros to vt s Ne ’34 

desGoumols, Mare: i. oul or NewYork City cf =, Sr. Los, ’36 

DeMandelb Jala. co nosis oo Sia a ee SA ranelsce. ds are ’36 

De Villlere sViehor. in see a a New Nork:sCity... cL. acl or 317 

DeWoll Advisory Service. o.oo oo 0 hn ae LogAngelos cnr ros wea 34 

Podds Hu Cox © ee mil end ee San Praneise..... - ir ion 30 
Dominick &-Domirdelr oy or ab ooneBerd on New York City. oc Sn = Low ’29 

Drumheller, Ehrlichman & White = io. ov Seattle: ool ll vo ae 233 

Raton &- Howard, Woe. 0 sr a Poston “per uh 2 ne CR ey ah] 131 

Eberle Economic Service, Lhd... ls cc ai add LosAngeles.  ... coon iualiiao 91 

BeonomicAmalyslis JAG. 5d rs Wilmington ci ca io ane a 139 

Boonomic Researcll, Ine. tis i ee tases ean tian aa Now Yor Clty... ciilcinnasseses ’28 

HTH BEN IT Pb ol Cn SS abl Re Ny Ite AO ats ngiis che aah was 31 

Emrich, George L.. JT.-& C0. 5 once ce bn na Chicago Si re sr al 31    
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Engineers Traders’ Corporation... Chioags..C.. inure taver nines 29 
Equities Research Service, Ine... Le sa aici dian a. New York Clby. co. .0. 0 ’30 

Estabrook & C0... ip cn aR LT CT BOSON aE 29 

Estate Management Corporation, Ltd., The _____________ Boverly Fills... cn cot 2h a. 35 

Evans, Chas. De, Yoo 0 ol emis in oon EE Rn a ES RP ’33 

Pairehild, MoCune & Co, Ine... rnersi sg boar os Chicago. ox. tors sl dni al toa 135 

Ek RB. Tracy, €0:, Te: coi. Toot aie Te a New YorE Clyro ’36 
Fargubhar Service, Ine. Co to aang io aoie do A te 1392 

Feely LaSalle oo. sor er ade em a ess QO Re 

Fenner Benne... va En A te i QO re RE RT ’36 

Yeorpuson Jonna ri ie ta ia San Tranecisen:. i ue crea vinnuo dels ’36 

Ferguson, Marshall ME. co iin Tosi Anpeles. ri ea ay '34 

Yidueiary Coppel ie fo. oo Tx mL ide es WilAR on. al 131 

Fiduciary Trusi Company of N. Yio. ido. ooo... New York City: cc oii. ’30 

Field, MeDonaldi& 00. o.oo omnia Lorie ae Babrolb. sr rr La '36 

Financial Advisory Service, INC... co. idicea ai diner. New York Ciby oo eso) ’26 

¥inancial Association of TW., Ine... oo 0%. o-.. ChieaB0 sini crn nmin em an mean a ’36 

Financial Management Corporation ._____._.____________| ____ JL RRA RE Ce EE RT ’32 

Financial World Research Bureau... ..._.______________._ New York City. Lo cl aiioii '29 
ISRO & C0. Li fr a ates foal Bat Ha San Branefie0. cue css: note cns ne ’31 

Fitch, George Wo bor. oa on aie oar Tog Angeles. cod cineca 

Fitch Pablishing:Co., Ine. The ri io is Now YorkOy-.. coins "13 

Follansbee, Branko... i na esas lois se or PROAMIO oo oe i00L ciiini Hon wn pd 333 

Fontaine, G. M. Associates...  etaegeollo io Ban Jose. i lo chil Codie ’30 

Poster, Oring D: Mesto. loi aoseteii New Xork City... -... cin. oan '36 

Forbes, John A., Investment Counsel....._.........___... LITLE Ee Dr RR Ee 34 

Framhein, Fairchild & C0... cdl al oil iia oa i THT Pe i SEO 133 

Ed: UE el OE al Te Re SIE SR a LU i Philadelphia: Cc. Coc io Chin '33 

Fulton: Crust Co. of New York... itd ootioeio. 6. New Yor Cleon. 0 co ory 

Fund Management Co... The. reel fu we itor. ool BOIS. Lu eet an a '36 

Gage TomE Ra. ito dan Batre a sm ol aaa] Milwankee: 2... 0: i. fea 35 

Gann, W. D., ScientificServiee, Inc ZZ 2. i .... Now York CIty. oie sot id 27 

Gardner, Donald 8. ar i rR San Diego: 8 ll ei 35 

Gartley, Bo MegIne, odo ct atom il Now-TorkiOWy. consul catin : '34 

George, Oton, Jr, 1 a re San Antonio. Tun ’35 

Gibgon, Thomas, INC... 0. aati iba iain: New York CHy.-.. 0 oa 07 

Gifford, Raymond T. 0 sion fae ba, oa BOSLON io Le ’32 

Gidord Trading Co... oc. oo ii ho utd arr as Milwaukee... oi... arian 37 

Cilhert Donald IN oo ate ta aa Or PCRS. a. ea Se 37 

Golen and CGIosBherg cco re Sa a tas 81 TE DE MERRIE 132 

Goldman, Sachs & Co... cota n silos to oi, New York City: .. noo ott 133 

Gomez, Frank Poo cro Ll saa ar San Franciseo.. .o. Lo. socal pe 237 

Bonga S.-W. G00... st neat Minneapolis. Lao alse cailioi '29 

Gotschall, John Clayle. oo 0 oo a eiti ois: Santa Barbara... zc ciao an: '36 

Graphic Market AQvIsors..... oii ewes lida cot uniin. New: YorkRCUY. i... sot feiin io '36 

Gregory, Delong & Bolt, Ine... cooeaoiii ci Lo. Ohieane oo re on meas a '34 

Orion, FRC E00, INC... oni innarantiuninnnsan Detrell rl. ou itso ay 32 

Oring, Stanton a. oh rr Palo Ale a cil ’30 

Hadley, Yo. Boo ov on i Sent aire a ii Maraueble.. coi bo. or mod ore '35 

Halsey, B. W. & Co. dno. os isi bins gai tans Te New York Clty... ..... 0. 95 

Hamilton-Investment- Counselors... oo. coc. ico. oo ry SN SEE Sie oe rl ’35 

HarndS Beret & Co. ic. oo a ia TosAngeles. i. bo = oo 237 

Hart: William Al 2 0 ean aman he i A SR ET ER ET Ts 32 

Hascline, William G2. co os sl ea ot Boston... tate in a ’26 

Hass, Cyril css er ry A New York City... caitlin? 34 

Haydock, Lamson &'Co...... o.oo i doe liniibitad aint Oinclonati co. copan wi te 25
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Heber-Fuger Research Corporation... _____ Botroll: ob oar hl Sa da wa 32 

Hoher-Fager Wendin, Ine... o.oo cin din dts nine pases do. ic. ulna iie 35 

Helser, J. Henry, & Co, Ine. otc ol ot roel Portland; Oreg. . o.oo... hi i. ’32 

HenGorson; I: RB. 2x oie re ana Pasadong LL iE i a Lh ’36 

Henry, Franky oo a ma. Atlanta. ....... EGER ’34 
Herndon, Howard V _. Fo  esttahianusds San Franciseo..  i.....l liane ’33 

Hickernoll, Warren ¥. & Co., Inc... li a niin. New-York Oty... i o.0yiios ‘35 

HHoing dear rn a tn ER CRP IR nS oe SRL LR 

Davide sc se a re SB es Chicago. =i coi ein l B80 35 

Hill Financial Service, Inc. _..__. Rn Dh Son Traneisen. ave bain i ll '35 

Hinckley, Henry Noobs sands lla Yihaea, NV. avin iin: ’36 

HolbrookiCompany; Phe Cio oe Lei Boston a aaa ’30 

Howard, John-Babeock & Co.cc ios. nolan i an]aaios Ao. i a EIS Sr 

Howell, Anderson & C0. citi mmnmins nnn nme mwsm SET SN ET Fe SE LA 233 

Hutt, Waller Prana et Dt an, asia oil Polen. ie Se SUT ’31 

Hinois Investment Co... : oo. li ion Lioildin sisi... CIMEag0. foal a Lo 37 

Industry & Security Survey Corporation ________________ New York Oily CZ iiss ’36 

International Statistical Bureau, Inc... __________|..___ A0. ced ra BU 32 

Investment Analysis Buvean.. co a lit ional. Rt -Louls..op sail. Tid ro ’31 

Investment and Business Forecast, The... _______________ Now-York Cily..... oo is 17 

Investment Counsel-Bureau__.... oii... Peltor. orci terete ’31 

Investment Counsel, Ine. = os e osans 3 in NL SEE Rr at ’29 

Investment Counsel, Ltd... ooo. a. Holywood... ooo ei uit or ’29 

Investment Lotlers, Inez... oc. oon ea Bil our oe ats Detvol i: oa iii iii ’33 

Investment Management Corporation (Chicago). .______._ B11 LT RR SARS aE ie 31 

Investment Management Corporation (Cleveland) ._.____ Claveland ii... lini la 35 

Investment Management, Ine: ..- icc cuene tonne Kansas Clty. o- oi niin ’36 

Investment Management Service... ____.__. New York Oily. ....oveo vei ’30 

Investment Research Corporation. __.____________________ Detroit. Jr od gn 27 

Investment Supervision, Inc. _.____.___ A hh ae tir rn New Badlord oi. oll  ailiios 

Tnvestore Barean. on... ad A Sanlvancisco lo. aon 25 

Tnvestorz Counsel, Ine... ooo na 8 0 0 ia briny New York:Clly. i. issn oi '32 

Investors Management Co., InG......... ll oon faa do. oi si i ein 24 

Investors Research Bureau, Inc... _______..____ BYPAONS0. oti sia dinansasan sa oils 26 

Investors Service Barean. . iz iiiic.. iit divnniisanneae LB a (ee DE Cle Sl I TRG Te 233 

Jefferson Investment Co... cc Sudo ir ae va rode Port Arthur. oi. i ab i iin '35 

Jonnye & Co oo. ta el ola ea AEE Sa NewYork City. ......... iL iLL 00 '35 

Johanson, Arthur VV... ann Pasadena... 0 oC Lani 37 

Johnston & Lagerquist, Ine.....coozui ao ion New York City: cova Toru ii00 '31 

Jones; Berkley... o.oo anna a Sak ERITH Eo ei IRR pS rE 31 

Julius Emory QO ce od aaaat i ANI 0 aru Long: Beach oo... . tai, ’34 

Jutte, Charles Brokaw. ....-.-co- oo iain. EAN A Oakland. cl. ia anaes 

Kales-Kramer Investment Co... i. ooo i o.oo LE To AREEC Cb BEL BARE SH IL) Ce 35 

Kauflman Andrew Wohin Jie 0 La ir St. louis. le. odo Sere ana 33 

Kolsey Statistlonl Servic. cova casio lit ann Ohleage. dora iain Fins 31 

Kennard, R. Parry o.oo oie civaeennd S08. ils 0 New York Oty... ce Fl = '34 

Remmedy, C.F, Jb cise ana i ns Sle Ay iB ines thn sree Sh an Ph RARE Cbd 

Kimball, Lewls Bi. cnc oun. Ud ote onli i ors Bollywood: . Juror el ’36 

Kincade, Forrest James... co toil iil La Lala. San Pranciseo. Dl... .il. ool 37 

Rar, Fred Li, Ine......o 5. vo gli etic nas New York Clty... liad oi df ’36 

Yondon, BH: Moov SEE OL sii aeaeas "Ly RAE Ei, os DORIS il a) TLL 197 

Yanghom: Jamies Mars. col. baer diy esas ne Santa Monies... .co-2b. on I ian 232 

Langmuir, Dean, Incorporated... o.oo. New York City... = ai ’33 

Lehman Brothers... tor i loa i hn aan]iided + [SPOR Epa Si WIESE '32 

Lennon, Harry B San Franheiseo.:.. ..-.U. = Tdi '36
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YapP0i& C0... rr re een Re Le SE CRE 31 

Yewisohn, Randolph 8. a... inte eran ansaid ae Now York ONY... la aaasiaas 35 

Loges, W.'G., Investment Counsel.....-...eccuimnue code fons 3 SN A pl nO a I RA ’36 

Loomis, Bred Pi. iii ti eaten ie Saas Settle oe cia 31 

Loomis, Sayles & Co., Inc. (Connecticut) ......_.________ Harford 2 o.oo. a ia ’32 

Loomis, Sayles & Co., Inc. (Delaware) - o-oo ________ Washington, D.C... 5... 39 

Loomis, Sayles & Co., Inc. (Massachusetts) ......_____.___ Boston.c.o.. ate ta ae ’26 

Loomis, Sayles & Co., Inc. (Michigan)... ____ Doro i in i ’29 

Loomis, Sayles & Co., Inc. (Pennsylvania). ...._.________ Pailadelphia o.oo. oro 29 

Loomis, Sayles & Co., Inc. (Wisconsin). o.oo... _____ Miwankon ol ers ta 33 

Lorenz Investor’s Digest & Advisory Service_..__________ Seranton tic .con cro ns ren ’35 

LF EN ie ah an Sa SRL I Sey SR LA SEN Son Franeises. ...... io aie 31 

Le, HORI OB ..ocil. iano rime aommmn Sans HOenome. oc. fc pedo huss 31 

MacDonald’s W. J. Market Advisory Service..___.______ NewYorkCty..ooo. o.oo 28 

MacKubin, Tagg C0... is i iain tn nanan Baltimore o.-.caat aon ona i 31 

Me@ar , John Xoo eda LOS ANGOIOS.... tues '36 

MceCuen, Co. Melvin... i farina sian as mma t fons 7 [hs A Ne OR ese 32 

McDermid, Miller & McDermid, Ltd... ____________ Vancouver, B,C... cu. ovroivas: 31 

Melntosh, J. R., &Co., Ine... nema coi ii NewYork Clty oc... .... .....c ’28 

MeIntyre, John V.. oi ie PE YosAnegeles ...-. -- i. oo... 37 

Mellon, TROMaS en rae ane Pasadena: ~rotne. on Tao Tay ’36 

Mel ean & COMPANY... ani nmin on anne nim Pacomp, Wash.....o oc 0 5. aus ’36 

MRSS, GOBER Ari TL acetone sianiiics boss satirist amas RR ITH I RRR SERS Sm ESR ’30 

MaBory, George Vc ori die danas rad Berkeloy or. on. as '34 

Malmin, Philp 1. oh ts a cian iiiisinin Los Angeles._____ ER A RES ’36 

Management Associates co... aa Boston... cate. ao 29 

Mansfield, Robert W.--=r cn. eo ox meg New-York Clty... = ait 34 

Maree, A. Morgan, Jr., & Associates... _.__________ Tos Angeles... co. . olilw 31 

Marshall & Greonwood-...c. ous noe toe acai 2 NewYork Clty....-........ _._... '35 

Marshall, RB. B.& Co. Ie... oe oir oe, BOSON, ri Ys ar vate ery '36 

MAIN Co, ING. ar es da en deed nds Pniladephias.. Loo olen 31 

Maunsell Company, ING... deci cnsnesniehasssesanss Boston aber ie '35 

Manpin, RB. C.-& C0... oe oes dic B11 Ea Sf 6 a '34 

Mayo, Geoffrey, Ltd... x. oi Se a San Marino... oo 00 '31 

Morcer-AMed Corp. iio ioe cE a ne NewYork Cy... =... 32 

MOYOP, ROOTED. veo btn oh ais sms in So ae mene ted Jos Ageless 31 

ORS, AIT aioriirrnitobasid dar neath asin wid di on Savammoh. fcc 31 

MONtEOMELY, Corl DD... ie finns me inna de an ine New York Cy. lt '33 

Moody's Investors Servic: .....aiiuii acre mamantir abn] aes 3 Le a da NSCLC SOG '14 

Moore, Je Warren... neni ene LosAngoles. oc na 731 

MPIC, Donald ch i seine cree a Santa Barbars co. aaa. fen '32 

National Investing and Trading Corporation__.__________ Petrol =. esas 35 

Nation Stockholders’ Society of America, Inc_____________ New York Oy. ...c on ina '32 

Neyo, ANC. ce a a da Yoarehmont cc 0 al 31 

Noville, Role & C0... ci ica iam ie oN New YorEOWY... ona 133 

Newby, Clare Cecil... a IR Sa TIN DEL TL hh CTL el Ve wir RE ey 

New England Financial Service... _________ LI Th mS ea a 133 

New York Daily Investment News___.___________________ New York Oy... ocean 20 '35 

New York Trust Company, The =o. .x 0 on olay BER aa CO CR Ne '30 

Nichols, William B. & Co, Tne. = oo noir tb “asf doa 0 Sad aiden '29 

Norman's Advisory Servies. .... 0 0. outa X08 Angeles. co ahi an 51 

ONellL Grover & Coo. a er NewYork City... . = 24 
Oyster, Seward, Sisson & Trowbridge... _______________ Sn FrAnNCISC0.. ovmur tam nnn nin aes 32 

Pacific Coast Investors’ Association... __________________ 08 ANLEIOS eo Se Aman me 34 

Parkinson, J.B. & Co. Eres Houston. x ea ’30
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Parrott &Slewart = tn rane Now York City. lr conc ola 33 

Payneand Strong: tr Na Los Angeles. nr aaa wok iy on 37 

Poll-Kip& Skimmer, Inc... him er ai dian NOWw-Yorg City: 5 o/c civ mrt ’34 

Penfield Mower, Ine... hoo oe ee Boston ru ro ane BE 31 

Pollitt) er New YorkCigy: .. o. = hon 32 

Piper, Clarence B. oo or iii ing Pasadeng. ii as a AG '35 

Plumridge, BL. X: & Coa. st on ae New York Cily. Lai vai oo 37 

Poleman & Ber, 00. a i irr en Bt -Tionigin ot «taki iif promi ey 35 

Poors Supervisory. Sepviee- oo iin iS gin Ler an Rabson Parle" 3 Sealab guar 32 

Porteousand Company, Inc... in. 0 c. ior Now: York Giby 7 £35 soit omits ’36 

PrafioRoberti WE a Providenes Cf SA ene a ’36 

Prudden, Bussall' VF... a na Now-York. City. ..> Fra daa ’33 

Pulsifer; Biske & Scheyhine oo or asain don ee bang es ’35 

Redman, FB, Boi ny La To Tos Angeley coat be nr a '36 

Reps San] aT Montrogan: on i LI 

Republic Investment Corporation________________________ Hollywood.» won. 31 

Reserve Management Corporation_.__.___________________ Now York City, ot does 34 

Roberts, W. Barl Company... v0 0 anda SL Tous on Df le Ade 123 

Robinson, George P..and@Co., Ine. £3 7. New York/Cify. a0 2 ere nf = 34 

Robinson, Harlan Bo iat ee te a AE a 

RBotam, George NV. .Co. nT Eiki be healt Re Sei a LR ’36 

Rowe, John Lo. is ania Tog Angglese. ol eis ’36 

Rovslone, Wolo su od a aes New York City. ol uu oF 

Russell, Berg & Co____.___ SE Boston a rie ae Te '34 

Sanna-Wakefleld Bervice....0 oo. 0s aa New Yorlo City ot iii vo rhs '34 

Sehlesinger, BAWIR Jo. oe i a, LTE BT he ER Rai '28 

Sehulthels, Tail. ooo... 00 sl eden bie Se Flashing 00 wth yn ran of 132 

Scobey, Willey... Lao a Now York City i =~ inca 332 

Seat RM. Tr i a A ea Denver ois ln reer 133 

Scudder, Stevens & Clawk_ 0 rr oo a. New Yor ORY orn a 19 

Sears, Thomas DL 0 i hss Santa Bachara. oii cr wns oor 34 

Securities Advisory Counsel, Ine... - i >... New York City. oo coi mr aks 133 

Securities Advisory Service, Inc... =. ir. BOSON “nn ee '34 

Securities Analvtiesl Service, Ine... .. ~~ Detroit Son oid gi iis 35 

Secrrities Counsel, Tne... a0 “oF oo cl JACRSON. ca tr ren 32 

Security Research Assoelates. o.oo. 0.0 Tos Angeles. ioe tl veh al Na 97 

Security Supervisors, Ine... cos. ita Chiegge. iv co bat als anys 133 

Seeger &Sweal a aia Bt. Tonis: oo ce nh ml ea ’35 

Selgman, J. W. & C0 Sor re honda New York:City. yeoman sr 33 

Shaw, A. Vore & Co... es iv New-York City... nif = ’30 

LY ALB TA SS IE Ss Se dl a aE Se iS Ry Chicago: sao x a Jr '33 

Shearson, BammillG Co onions rene New York Clty. 4 oa. 35 

Shepard, CO. Cc oe ae oe a aa, Petri r= iota nl Se Me 132 

Sheridan, Farwell & Morrison, Inc... ....... Chieger. =. nr rake pa ’29 

Shiela & Co. a aiid New York Clty. oboe oan Jan? 29 

Stems, Harry Willlam 0 of ory oo wie Pasadengs = oth eden i a eins '34 

Silberling Research Corp., Ltd. «oo ee oo ooo Palpdlio: 00 boa oi ‘29 
Simpson John A. =o >it oo rn a Log: Angplasie ies Saini ne '36 

Simpsor, LaBare ts oe ana New Yore Oy ti at: 31 

Singer Thompson Co. a aes rm igo Milwatkes oo 0 lot mat 28 

Sinnjckson; Richard & Co... i ata Cineimnath crs = or a ae 29 
Smith’sInvestmeni Service: uo ov oo BOSONS. ool a ie aes '32 

Smith, Swanson & Co... Tor oT Chicago ro ft i ran ’34 

Smith, Vernon Do . a rr edi inns Tog Angeles: a a. ’36 

Smolen, Henry fo doh voip od New York Clty: © 3 oo ooh 36 

SOReSom, Tu A aaa Shab Hicksville, NOY. it a 0 

Sovereign Corporation. 0 0 aE. Jersey Clty i ia '36
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Sparks, RB. M. & Allen, B. Boo 0 a and 203 Ty ER SO TRS dE DE ’31 

Spence, W. BH. &C0.- do Elo a ak Tos Angeles. ooo nl ’33 

Spencer, B.A» Bingham... Joe oink loins New York Cy... liiailai 2c: 34 

Spencer Trask & Co. or a a a a ae LL SN Ee I 

Stan@ard Supervisory Serviee. oa. od io on 0. mae AL Rana 29 

Standish, Rasey & MeXay, Ine. io. of. 2. BOSIONIE. oo i ’32 

Stanton, WW or a ek F870 on pie eR eS En SLE 36 

Sol & 0a a SR A aE ER Ohiago.. ii isin Daas 32 

Sele, Omar Pa a koe Muskegon... cvoomc ibe aminis eatin ii ’31 

Stengel TA eR EN SAE nt YosAngeles o.oo id nannies 139 

Stephenson, J. To. &.Co. oun Bilas nn nis San Franeiseo. ooo akan ’33 

Sterling, Grace Coc. nee. ai iii a bane New York Clty...» o.oo to '36 

Stern, Lawrence and Co.,, Ine... Jule...) coal. Chicago... ioc ora 135 

Stewart, DD. M..&.Co.,, INC... a0 Ji ois real New YorloOlty oo malas 233 

Store, Alo Li. aA ER Lr Shomer ul nT 123 

Sundholm, Co Brie... Lio i hdmi oo in Jamestown... t.. oi anni ean bl 34 

Sweeney, Daniel T., Ir. ciara as i oo Se Lh Som Franeiseo). io. nil vill 36 

Swesiger Sheppard & Deakin... 0x. 0... Philadelphia i. cnuiiol aa ionunis 25 

Swenson, BiH. ee NewYork Clg... Lr. ooh 385 

Symmoends, Tdovd cio. SN SE See a Pasadena... au oan linn 32 

Packet & Callner.. la ie Br Ra I CUA CE RE '34 

Manenbaum, Io EAwWin, Ines Loe oo. oh aa NewYork Clty no ow oo, 31 

anbor &aDer INC is oe taint niin cama) va Rm EE Re TEL a 32 

Tavior, Sanford B... oo Ceo ie Na etre a i 

Technion Trends, Ine. J oo ir nas Woz Angeles rc iii ’35 

Merrion, OQ. Ds a a Ae 4h EU Ch SR ee EA '30 

"Miden Bros. & Grane, Ine. ovo i Chieano... ia. ei 32 

Man Survey, The. 3 Stas bien BOSON... oo ee f en ra Ba 23 

Bea ater, Renroe NM Glmelmmall. ail '30 

Town Tonics: Finanelal Bureaw.... c/o iid New York Oty oo. oo i ins lo ’89 

Braey, Paul a a ina als ea 157 ICR Ch WR ate 231 

Traders Dally Guide. ooo cio Si ea rasan Oakland so a et Se a ’33 

Trader Horne's Trend Indicator... oocaea ac 0 New York CUHy. Loa ’32 

Trading Assoefates, Ine. todo oo rs a Ser naa RC I 35 

Prainerand ASSeCIos. New York City...) o.oo ’30 

nse, Ba oo eal ee pe SL RR Sn CARA ee DE 31 

United Business SopvIes 00. co cucusnnuinnnis modem anaes BOSON. cma nee nde ners Sim gd an 12 

Vance, Chapin &=Co., Tne... o-oo iia. NewYork Oty _ oN... '36 

LT I RE Ree eR I Se SL Jersey Oly. Ln nos eo 30 

VanCloefand Jordan... ..... cho. iene ianter anaes New York Clty... 5 Ln 232 

Van Sram Towne, INC... ci ide os inh os aaa i Jt ee he LS ’30 

Wachiol David Po oda tn an ira aas Atami. Ct sl a ’32 

Woldmon & C0. NN. Bri i rane st tan NewYork Oly... i o.oo... 0 ’32 

Wall Street Financial Bureau, Inc. (The)... ___|..... AO ve a a 23 

Wall Street Financial Service Guild, Inc________.________|_____ AOL. ee 28 

Ward, Ba lt ere ent Ren a A ae A PR Sn ts 

Ward, Jose NAW os einai an nmr Pittsburgh. ti i ’32 

Ward, Ose00d GPa. fa i a Boston. 5. ti at a, '36 

Watkins & Pordon, Ine... ota tos Lia Detroit: coisa iiidusi assis 132 

Wellington Corporation. dasa 2p mo a Wilmington... o.com. naa 29 

Wontworth & Co... oc. aaah as New York Clty. oo. oe os ’36 

Westcott, James Hl ore a rt ree TI St FO nl BOE Li A Ed Lh ’18 

Wetsel Advisory Service, Ine. A.W. . - dla oi. ET 132 

Wetsel Market Bureau, Ine... oo... 0 0 coal la 00. vei ihais arama ans 28 

Whe IMT A... i aie a i Sud aaatans DEEL) a LR. Sr See SE 31



44 SECURITIES AND EXCHANGE COMMISSION 

List of Investment Counsel Firms Which Replied to Investment Counsel 
Questionnaire—Continued 
  

  

Date of 
Name of firm City organi- 

zation 

Wizhtman & Co, M. 8 oe i NewYork Oly... J. ou ..ii..0 ’33 
WHS & Christy nn os A daisies Yos Angeles. oii 31 

Willoughby & 088000... iti inn ines e rman Boston... te seat 34 

Wimmer, Nye A. cite inde nodes in aiass NewYork City. oo 35 

Winslow, Wallace J, Jr... cco oon a ee aa G0. atl 37 

Witter, Dean C0... aeaiea a a San Franejseo. ii. ooo lds 33 

Wollermuan, Leo Ro cv. cc ie mits Now York Olly... oo oii ’33 

Wood, Blehard Vo i ia Younisvilas ii iia Ban 33 

Woodrafi & Company, Ine....... 0 ove oo iia. Chicago. io ado ia iT any '35 

Wortham, Howard XC... io ata od ad. New York Clty... 0 ’34 

Wosk, David Le oo at iE in oh SsnDiago... coi onal tie 32 

¥abikl, George XK... ane se sien aa Oakland... an hobs ’34 

608 a Sl a NR Ea Now York ONY. ...cbccnieaniacindl ’26 

Yelman's Statistienl Serviee.....coiciaicl oo Cian Boston... i *30 

Youliz and Koenig, Ine... tocar itl Beanie ta ities, Pasadena... io. laa nia ’32 

Young & Ottley, Ine... oc aia in New York Cy... oc ci-au ond 29 

Youtig Management Corporation... to co i. cei cincloen=s 00. ee La '36 

Ziesiner, Moody & C0... ine hd i ed ina idnn Beverly Hills... oo. iiiici tad '36 

ARTE et SEE Bn Se Ll SA RE ME LA og ii Tos Angeles... coitidiei tot in: 95     
 



APPENDIX B 

List of Investment Trusts and Investment Companies With Which Investment 

Counsel Firms Were Affiliated at Some Time From January 1, 1933 to June 

30, 1936 
  

Name of counsel Name of investment trust or company Period of service @ 
  

Administrative and Research 

Corporation. 

Anderson, Allen & Co.,Inc___... 

Anderson and Cromwell, Inc... 

Axe, I. M. &iCo i hla. oi 

Boyd & COMRY ci in iannntnane 

Bull, W. R. Management Co., 

Inc. 

Cambridge Associates, Inc. _.... 

Capital Management, Inc___.... 

Chase, John'P., Inc... .......... 

Claflin, Warren & Co............ 

Dana, N.-P. & Co, Tne. ..__.... 

Dodge &'Cax.0 Sli... dene 

Dominick & Dominick... _.___.. 

Drumheller, Ehrlichman & 

‘White. 

Eaton & Howard, In¢...._...... 

Bdie-Davidson, Tne. c....cccaus- 

Ferguson, Marshall M___.__..._ 

Fiduciary Counsel, Inc__......_. 

Gongs, 8. W., & Co... cnuinad: 

Grier, Jom C., &:Co.Ine....... 

Hort, William A ...ol aie 

Haydock, Lamson & Co____..... 

Heber-Fuger Research Corp... __ 

Investment Counsel, Inc_____.__ 

Investment Research Corp......   

Maryisnd Fund, Ine. ..... cao oho. 2 la 

Quarterly Income Shares... eee. 

National Pang, Tne td oe lili da iain 

Fidelity Fund, Ine: fH doi i iid ooicociois 

American General Equities, Inc... 

Commonwealth Securities, Inc... _..._.___ 

Middle States Securities Corporation. ________ 

Composite Trading Corporation. _.__.____._____ 

Republic Investors Fund, Ine... ..ccemeeennn.. 

Plymonth umd i CL aa adel 

Keystone Custodian Funds... o.oo... 

Market Street Investment Corporation_______ 

AMOSkeag Col Lud il ean dS 

Claflin Warren Bund oc... iii edna acl 

(A commingled fund... .. ol dana in 

Investors Management Trust_._.. _.___....___. 

National Bond & Share Corporation. _____..___ 

Shareholders Corporation... ....cacevueneaa- 

REouity Bund Ines it) Oulu ii. ieee. dicen. 

Eaton & Howard Management, Fund A-1____ 

Eaton & Howard Management, Fund B_____. 

Eaton & Howard Management, Fund F._____ 

Eaton & Howard Accumulative Fund..______ 

Cumberland Investment Co... _.._.. 

Pilgrim InvestorspInel se coo oo 00 

Central National Corporation... ...... 

Collateral Equities, Ine... ... ice ecacnacan us 

Income Foundation Fund, Inc... __________ 

Willlam OC. Hay, Tid. ovina sini cans 

Rapid Transit Investment Fund... ._..._ 

General Bquities, Ime... uid viens 

Capital Management Corporation._.__.____.___ 

Wm. A. Hart Investor Group.ia-oieeenaae. =: 

Wm. A. Hart Investor Groupl.c eae meeeaea 

Wm. A. Hart Investor Group 2.2 ceamena-iaat 

Supervised Investments, Inc... oon. 

Investment Counsel Fund, Inc... .._.__. 

Mutual Investment Fund . _.....__.___..____ 

American Midland Co... cilia d aan 

Capital Management Corporation_._._________ 

First Management Foundation. ______________ 

Investment Counsel Equity Fund_____.______ 

Investment Counsel Investment Fund, Inc... 

Second Management Foundation_____________ 

Investment Co. of America, The. _________._.___   

6/22/34, date. 

8/23/34, date. 
9/1/34, date. 

4/6/36, date. 

7/5/33, date. 

2/1/35-9/30/36. 

6/4/35-6/4/36. 

1/1/35, date. 

1/1/35, date. 

7/1/34, date. 

5/12/33-12/7/35. 
3/1/32-12/28/36. 

3/15/36, date. 

5/ [34, date. 

8/1/31-2/27/36. 

5/26/36, date. 

7/1/31, date. 

3/6/29, date. 

4/ [33, date. 

3/9/33, date. 

1/1/33, date. 

1/1/33, date. 

1/1/33, date. 

1/1/33-9/24/34. 

6/10/35, date. 

2/6/34, date. 

5/14/36, date. 

12/27/35, date. 

1/1/35, date. 

10/22/34-6/1/36. 

12/19/35, date. 

4/1/34, date. 

3/18/35-9/10/36. 
6/6/34, date. 

3/20/35, date. 

3/20/35, date. 

5/4/29, date. 

1/14/36, date. 

7/—/32-12/30/36. 

6/1/33-5/24/35. 

3/6/36, date. 

11/21/34, date. 

2/23/35, date. 

2/23/35, date. 

11/28/34, date. 

5/20/27, date. 

a “Date” refers to the date on which the reply to the questionnaire was submitted, generally between 

December 1936 snd March 1937. 
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46 SECURITIES AND EXCHANGE COMMISSION 

List of Investment Trusts and Investment Companies With Which Investment 
Counsel Firms Were Affiliated at Some Time from January 1, 1933 to June 

30, 1936—Continued 

  

Name of counsel Name of investment trust or company Period of service 

  

Investors Management Co., Inc. 

Langmuir, Deanne... ._.... 

Loomis, Sayles & Co. (Conn.)__. 

Loomis, Sayles & Co. (Mass.)_.. 

Loomis, Sayles & Co. (Mich.)__. 

Lyttle, He Gu ieee aan vine 

MeIilton, Thomas... -ovoa sion 

Management Associates... .._._. 

Mackubin, Legg & Co... 

Moody’s Investors Service_______ 

Mercer-Allied Corporation______ 

Meyer, George. code. iii 

Nichols, Wm. B. & Co. Inc._._. 

Reserve Management Corpora 

tion, 

Russell, Borg & Co... 

Scott, B. M. Jr. oi. 

Scudder, Stevens & Clark. ______ 

Security Supervisors, Inc________ 

Shaw, A. Vere& Co......... .. 

Silberling Research Corporation. 

Singer-Thompson Co____________ 

Sovereign Corporation __________ 

Standard Supervisory Service____   

Invesiment Trusi, Fund A... conus 

Investment Trust, Fund B...o -.. ..o... 5 .. 

Investors BANG CQ. ccna rican rime annie 

Group Securities,Tne_ os... ...... 

Falrway Cab... itd aan ar Eo 

Loomis-Sayles Mutual Fund, Inc_____________ 

Loomis-Sayles Second Fund, Inc______________ 

Founders Securities Trust... 1 _.. _..: 

Consolidated Bond & Share Corporation _____ 

Union Securities Corporation_________________ 

Mutual Investment Trust. .............. 0.00 

Equitable Trust Co., Trust 100_ ______________ 

Mutual Income Foundation_ _.._...________.. 

Conminey Bung... ro docont ons sana bans 

Hueneme Investors Corporation, Ltd_________ 

Canadian Capital Corporation, Ltd___________ 

Incorporated Investors... ..........._. oi 

Fundamental Investors, Inc..................... 

Traders Corporation... oc. bunoab ion sok. 

Diversified Investment Trust, Inc. ___________ 

Mercer Bund. wooo deanna 

Mercer-Managed Accounts ___________________ 

Southeast Investment Co_.________.__________ 

Chain & General Equities, Inc._._.._.._____._ 

Chain Store Investment Corporation_______.__ 

Brookmire Investors, Inc... cote overeat 

Wontherly Securities Co... o.oo... 

R.B.O. Fund, Inc... oc... in 

Financial Secnvity Fond... cc evmans aeons 

First Investment Counsel Corporation________ 

Second Investment Counsel Corporation.______ 

Third Investment Counsel Corporation_______ 

Diversified Security Trust. .......s........... 

Aecconnt No. 2388... oo toa al 

Account: No: 1802. o.oo 0 aa 

ACOOMRENG X04. lua ega eas 

Selected American Shares, Inc________________ 

Trustesd Industry Shares... ............... 

Affiliated Fund, Ine... o.oo ails 

American Business Shares____._____._._________ 

Pacific Seaboard Foundation, Ltd____..________ 

American Investment Co... o.oo... Lo. 

Sovereign Investors, Inc____________.__________ 

Independence Shares Corporation _.__________ 

Consumers Securities Co., Inc_._______________ 

Commerce Investment, Inc_____._____________ 

Super-Corporations of America Depositors, Inc. 

Utilities Share Corporation ________.__._________ 

Distributors Group, Ine. oo 

Selected Shares Corporation __________________ 

Blue Ridge Corporation... oc. 0   

1/1/25, date. 

4/15/27, date. 

12/10/30, date. 

12/15/33, date. 

12/6/33, date. 

4/3/33, date. 

11/5/29, date. 

12/12/34, date. 
1/12/31, date. 
1/12/31, date. 
1/1/36, date. 

12/20/34, date. 

10/7/31-2/9/34. 

5/4/29, date. 

5/4/33, date. 

7/15/33-8/15/34. 

5/-/30, date. 

2/—/36, date. 

11/23/25, date. 

4/7/34, date. 
5/1/34-11/1/36. 

6/24/32-12/29/33. 

10/1/32-6/30/33. 

7/1/33-12/31/35. 
1/1/31, date. 

2/—[35-12/—/36. 
8/7/30-3/31/35. 

9/8/30-3/31/34. 
10/15/34, date. 

10/15/34, date. 

6/30/34, date. 

3/—/36, date. 

4/—/28, date. 

7/—/28, date. 

3/—/29, date. 

11/—/24, date. 

10/1/35-3/30/36. 
11/1/32, date. 
6/1/32, date. 

2/6/33, date. 

7/11/33, date. 
5/14/34, date. 

3/15/35, date. 

4/—/31-6/—|34. 
8/30/28, date. 

3/13/36, date. 

12/21/34, date. 

7/24/33, date. 
7/17/33-7/17/34. 
2/5/32-5/5/36. 

11/11/31-11/3/34. 
11/25/32-5/25/33. 

9/27/31-12/27/34. 

12/1/35-2/29/38.



INVESTMENT TRUSTS AND INVESTMENT COMPANIES 47 

List of Investment Trusts and Investment Companies With Which Investment 

Counsel Firms Were Affiliated at Some Time from January 1, 1933 to June 

30, 1936—Continued 
  

Name of counsel Name of investment trust or company Period of service 
  

Standish, Racey & McKay, Inc. 

Trading Associates. ._...____.___ 

Vanee, Ray... onl andi ti man 

Van Strum & Towne............ 

Vance, Chapin & Co., Inc._.___. 

Wellington Corporation__._.____ 

Young & Koenig, Inc_._____.____ 

Young & Ottley, Inc.............   

Equitable Investment Corporation___.________ 

Equitable Management Corporation .___.____ 

Clients’ Funds of Trading Association___.____ 

Mutual American Securities Trust___.________ 

Contury Trash Shaves oo 0.0 ai cal t 

Franklin County Association_________________. 

Union Association Zr rho tn ila. 

Southern New York Investment Corporation. 

Paradise Syndieate.-.- v0 on LC... 

Sovereign Investors, Inc.___________________._.. 

Wellington Fund, Ine... * 0... ican 

Provident Fund, Union Oil Company of Cali- 

fornia. 

Administered Fond; Inc. o.oo inn   

6/20/35, date. 

4/1/35, date. 
1/1/33, date. 
4/11/32-10/11/33. 
4/1/32-4/1/33. 
3/10/32-3/10/33. 
3/16/36, date. 
6/10/36, date. 
3/4/36-1/31/37. 
1/1/33, date. 
3/—/34, date. 

4/1/31-9/1/36. 

 



APPENDIX C 

Employees of 362 Firms Replying to the Investment Counsel Questionnaire, 

Classified by Type of Organization, June 30, 1936 

  

  

  

                            

Co pon Bld ng Poi Dope Association | Foundation| Total 

Number of 
employees Num- Num- Num- Num- Num- Num- Num- 

Num-|ber off Num-|ber off Num-|ber of{ Num-|ber off Num-iber off Num-|ber off Num-|ber of 
ber of| em- |ber off em- |ber of] em- [ber off em- |ber off em- |ber off em- |ber of] em- 
firms | ploy- | firms| ploy- | firms | ploy- | firms | ploy- | firms | ploy -| firms | ploy- | firms | ploy- 

ees ees ees ees ees ees ees 

} ERE SR DRT 85 1 SR Raa een Sea bor Sn i el Le nie Sa Bl Be 85 85 

y BEET Eh 12 24 33 66 5 i ie Rn Ter ie SRST El i 52 104 

aR 16 48 16 48 5 15 2 | Baile TR Rll ST ae, 39 117 

FRR a 11 44 11 44 8 VU Ea Tas I Ia ve Ele EA Sl Be 30 120 

BE 18 90 8 40 3 15 1 Sl Ee A any 30 150 

6. hit 8 48 4 24 8 48 2 12s de se ae 22 132 

SRA CANA 5 35 2 14 2 i 7 Srna at Bl mR POC an al a 9 63 

Re na ie 4 32 1 8 1 i AR Beet d EE aie De Be 6 48 

a 4 36 1 9 1 9 1 1 Sn ste URGE 7 63 

10 tia 5 50 1 WA ina 1 a 7 70 

1-15... .. 10-182.) 5 62 3 SO a 18 229 

18-90... 2. EE ER FUR BS HI 2 37 4 75 1 16 {con 20 373 

3 Ct le 4 1 3 EE Eas Lan, en I Be Te CR he et eS 4 89 

B=50- fil I 326 i 2 61 BI ae oa i 30 16 530 

5-75. 118 RTO KER RR Fa 1 11 pra Sele BE Ol LE on ee mi BER 7 422 

76-100... .. I a ES a es dm Bes 5 KBs Peete RE na Sa ili 5 462 

Over 100_____ S31 Me) TA ILS Bly 14.186 2 EY TE ha] See UY aaa ER 5 871 

Total |. 131 {2,082 162. | 348 47 | 561 18 | 891 1 16 1 30 | 362 {3,928     
  

+ The number of employees includes sole proprietors, partners, and officers. 
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APPENDIX D 

Powers and Affiliations of 56 Investment Counsel Firms With Investment 

Company Clients 
  

  

  

                    

Afili- Digere Execu- 1 oe 
ay powers | tion of Conrasiion of broker 

trust | With | orders vy 
: service service 

Name of service | Name Oinyemen trust ET 
gol a 

2 |22] 3 
22 [|8El 8 

2lo|Blo|B8lo|2|5I2% 880 
Zbl pel ZRO Vg [O JOM |Z 

Administrative and (Maryland Fand, Ine. - ob oc x lol Xb x Leal fm 

Research Corpora- |Quarterly Income Shares, | Xf. c./ c{ X [-vuc] XI X Joiidecafumnafeuaal = 

tion (New York). Ine. 

American PepositorCor-1:...1 x Jo lox. ss dali hea] X 

poration. 

Anderson, Allen & | National Fund, Inc_______ ep Bee od bi 55 EC Bn SH ICE IRR Ge BR Ra GS 

Co., Inc. 

Anderson & Crom- | Fidelity Fund, Inc....___. a Pane LL Ben ae anil al St hob et Bem Sia fee Sed arimitip H n 

well, Inc. 

Axe, B. W. & Co, American: CGeneralrEgul-1.. lox Leo [0X | xX lo. omaninen] x 

Inc. ties, Inc. 

Comrdonwealth: _ Seeuyi~ i... Xe Xl XX | X jl lel X 

ties, Inc. 

Boyd & Comey... Middle: Statos: Seeurltics ] X J... cleee.l XE Joi] Xi leciaiseerX- lve aaaea] X 

Corporation. 

Composite Trading Cores |. oo x hx 0 x ee ext eel X 

poration. 

Bull, W.R, Manage- | BepublicInvestors Fund.{'x |.L.l ix Lo bx xd lala] X 

ment Co., Inc. 

Cambridge Associ- | Plymouth Fund_._________ oll SI he of Lo RESO an Rel aman co BRT Lana RO IS, 

ates, Inc. 

Keystone Custodian] x I... tx xix] LL... X 

Funds. 

Capital Manage-I Market Street Invesi-iix jes lx if bx tes iixel fax 

ment, Inc. ment Corporation. 

Chase John P., Inc.__| Amoskeag Company._____. oy Bese) Rasp BIC Co ete Bh BG baie En Sl in ERR ER 

Claflin, Warren & | Claflin Warren Fund_____ Xda.) Xo ea EEX 

Co., Inc. 

Dana, N. P. & Co.,! Manages: a commingled I’ x | xox] lo itx rl. sex fe. 

Inc. fund. 

Dodge & Cox.....__. Investors: Management x of. i x oo lix eral Ux pcr elbex uc 

Trust. 

Dominick & Domi- { Notional Bond and Share bx [co {lz ote of sb xl ix lol. 

nick. Corporation. 

Drumheller, Ehrlich- | Equity Fund, Inc_._______ Ee 30 BR Ee So BGR sin 5 8 BL 8 an mere) DCSE bela) I 

man & White. 

Shareholders Corporation =f x cb x Px Vx |: fy ix 

Estond Howard, Inc.i Eaton 4 Howard Man- | x. Vx {Vx | op xp Joi x oii 

agement Fund A-1. 

Raton & HowsrdeMan- J. xt. {op | toy lm hie [are 

agement Fund B.       
@ The investment counsel service may be affiliated with the investment trust or company either through 

officers or directors common to both, through stock ownership, or through sponsorship. 
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50 SECURITIES AND EXCHANGE COMMISSION 

Powers and Affiliations of 56 Investment Counsel Firms with Investment 

Company Clients—Continued 
  

  

  

Affili- Disa Execu- : ig 
Zoe powers | tion of Cosgimspion broker 
trust | With | orders by 

; s ervice service 

Name of service | Name Emi trust gE 
Sol a 

gO dey 
a oS 3 °o 7 ° 8 15 83 Z 7} S 

Fiz |Z21EIZ2|B(2B|8]|8]|= 

Eaton & Howard, Ine.) Eston & Howard Mon- |" x {ci 0 X {nal x feudal X fommclan i Xe 10000 

—Continued. agement Fund F. 

Eaton & Howard Accu x io 0 x lox Jaci al XS fae SX ae 

mulative Fund. 

Edie-Davidson, Inc..| Cumberland Investment | (®3)f....[-...] X |. | X | X |ecuc]oemn|-amnfmmm-] X 

Co. 

Pilgrim Investors, Inc_____ EN RR ai eh a IES Ae SR NR RE 

Central National Corpora- | (8)... |... xl lox | x |. [eeeef-=mol-anaf eX 

tion. 

Collateral Equities, Tne. 0 (2) 7 to) cr Vie | cle Jom fo fe lx 

Tneome Foundation Fund, 1 (ey. dex fo fox boy ll Seni 

Inc. 

Ferguson, Marshall | Wm. C. Hay, Ltd_____.___ eri For RK I BREE STR Re RS hn PE 1 

M. 

Fidueisry Counsel, | BapidTransitInvestment{ 0 xy. Tx | lx vx | jo. jo fix 

Inc. Trust No. 2. 

Gongall, S. W. & Co.| General Equities, Inc_____ Sy Dien WE Be REE es cated BS SE BE EA Ba BL 

Grior, John C. & Co., |: Copital Management Cor. ol Xf oi] x fe ls] Xd ooa onal ~ lx 

Inc. poration. 

Hart, William A____. William A. Hart Investors) xsi: 2 {ox @ii colina Ve ly ol ai Xe 

Group. 

Willis A. Hart Investors |x J hx {ool alco oj Ro lex 

Group No .1. 

William A. Hort Investors. x _onexoliatiox doo f oxal oo di een] X lo 

Group No. 2. 

Haydock,  Y.amson | Supervised Investments, "x J iv _of xop ol opiiew ob lex 

and Co. Ine. 

Investment Counsel by on por oe i a rcda)ecioh x 

Fund, Inc. 

Heber-FPuger -Re- | MutualInvestment Pund.| x {speed lowe obi] ox xe]... 

search Corporation. 

Investment Counsel, : American Midland Co... .) x oj ail cb x Vb Xa jeri X 

Inc. 

Caplin] Management Cor-{. Fwd Jeo fox i. J ola wit lei dead lox 

poration, Ltd. 

First Management Foun» cof xil  3 os) bx ex ta oo ees liX 

dation. 

Trivestment: Counsel Bae:/ xa hia dowd ol ileal XX Hoenw 

uity Fund, Inc. 

Investment Connsel: In=:f x 7: Vox eo {ow lana. oa A ee 

vestment Fund, Inc. 

Second Monagemont | Xf iy x a eal ee ml ne Sa 

Foundation. 

Investment Research | Investment Company of | x |....lemee] X cal XT | X Jececfecnc]unas] me] X 

Corporation. America, The. 

Investors Manage- | Investment Trust Fund A Lx to. Xi} Xi aeons IX face }ocee| Xen 

ment Co., Inc. 

Investment Trust Pund Bl x foc] Tr {ci bX eailoeeliX Vormwbcene] X james 

Investors Fund C,Inc.__._ a EL BREE i RS CN BE Hl Ol ek DRS Ley Si Bae Bs «               
b Affiliation exists, but the specific affiliated companies are not named. 
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Powers and Affiliations of 56 Investment Counsel Firms with Investment 

Company Clients—Continued 
  

  

  

    

Atal Dias Execu- Confirniati t oe 
i ate : onfirmation of | [ow 

i A jon of order sent to— by 

: service service 

Name of service Name Of inven ns trust a 

88 2 
EAE 

Blo|[B8|lo|8|lo| Z| 512% B8|38|o 
lz |=|Zz]|>=|Z|0|ED [O|™]|= 

YL.angmuir, Dean, Inc.| Cumulative Trast Shares.) X |.-c bX {c-..} 3 X joo foe fi. falx 

North American Trastcil x ox tp Xp toon) x 

Shares 1955. 

North (American Trust]. ci X feo X [roi 1X jon dll oo ial 

Shares 1956. 

North Americon Trust bc. Xoo. X aX spy 

Shares 1958. 

Northe American: Bon... Xi. x: px Xamon ox 

Trust. 

Group Securities, Inc... Sian ER te on i ed ead Jeti ih 8 EE] Ba oi 

Loomis, Sayles & Co., | The Fairway Club.____.__ SRR Le fel On Fe Ed bly Sh SCENES, ROG 

Inc. (Connecticut). 

Y.oomis, Sayles & Co., | Loomis, Savles Mutasl | xf. Xx |... {xix |... |.o.lX 1% deen. 

Inc. (Massachu- Fund, Inc. 

setts). Y.oomis, Sayles “Sceond | xij J fix if pixxx. 

Fund, Inc. 

Founders Socurliies Trust. |.onf Xoo] XT b----f XX Joo fanaa x 

United Investment Assur-3. cox cl X Veer UX deni loeeslonu aL X 

ance Trust. 

Consolidated Bond and [oo X {oo f-X {eae fx [ox aioe veel 

Share Corporation. 

Union:Securiiios Corpora. |--a- |X Joecal X loa aliiX |X Joieelouke oreo iii x 

tion. 

Mutual Investment rast. i... X fal Xe EX [omen amen see te X 

Y.oomis, Sayleséd Co.,; Equitable Trust! Co.— |! x {x |..ix |. l...pxd. tix 

Ine. (Michigan). Trust 100. 

Mutnsl: Income Founds- |... xis loo fox fife... of x 

tion. 

The Century Fund_______ adn oC ain ie 0 DSH oF RE TER Ko BC PR BC 

Lyttle, H. G......... Hueneme Investors Cor-{ ox cto cl Xl | X fauna fea Xr x TL 

poration, Ltd. 

Me¥ilton, Thomas... Canadian Capital Corpe- | x | ot cp xl ff of fx 

ration, Ltd. 

Management Asso- | Incorporated Investors.._.| x |._..|....| X |-coof x | X [cooojemo]ooa]aaoc] x 

ciates. 

Mackubin, Legz and | Fundamemial GroopCors |.._.i x Ux Lox | xf cole oali bx Lo. 

Co. poration. 

Traders Corporation_____. nei Bn SU RRR TIRE Td BRCl By (3 BS JE Thc el eid SE EE 

Moody's Investors | Diversified Investment |....|"'X |---| X [----{ x! x {ooo lco onc {x 
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Powers and Affiliations of 56 Investment Counsel Firms with Investment 

Company Clients—Continued 
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Powers and Affiliations of 56 Investment Counsel Firms with Investment 
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APPENDIX F 

State Statutes with Respect to Investment Counselors 

CALIFORNIA 

Definition: 
The words “investment counsel” as used in this act shall include every person 

or company other than a broker, who in this state, for compensation, engages 

in the business of advising others either directly or through publications or 

writings as to the value of securities or as to the advisability of investing in or 

purchasing of securities, and every person other than a broker or certified public 

accountant who issues or promulgates analyses or issues reports concerning 

securities ; provided, however, that said term shall not be construed to include 

any licensed, practicing attorney who renders or periotmt any of said services 

in connection with the practice of law. 

Registration of the Investment Counselor: 
No person or company, other than a broker, shall act as an investment counsel 

until such person or company shall have first applied for and secured from the 

commissioner a certificate then in effect authorizing such person or company 

so to do. Every such certificate shall expire on the thirty-first day of December 

next after its issuance unless sooner suspended or revoked. 

To secure such certificate, the applicant shall make and file in the office of 

the commissioner an application therefor in writing, verified by or in behalf of 

the applicant. In such application, the applicant shall set forth, in addition to 

such other information as may be required by the commissioner : 

(1) The name, residence, and post-office address of the applicant; 

(2) If a corporation, association, joint stock company, or partnership, the 

name, residence, and post-office address of each of its managing officers, agents 

or partners, as the case may be; 

(3) A succinct statement of facts showing that the applicant and each of its 

managing officers and agents or partners, as the case may be, is of good business 

repute and possess the experience and education which would qualify him to act 

as investment counsel ; and 

(4) The general plan, character and method in which applicant proposes to 

conduct its business. 

If the applicant is a corporation or an association organized under the laws 

of any other state, territory or government, it shall file with its application a 

copy of its articles of incorporation or association, together with a certificate 

executed by the proper officer of such state, territory or government, not more 

than thirty days before the filing of such application, showing that such appli- 

cant is authorized to transact business in said state, territory or government, 

and also in such form as the commissioner may prescribe its written instrument 

irrevocably appointing the commissioner and his successor in office its true and 

lawful attorney upon whom all process in any action or proceeding against it, 

arising out of or founded upon the fraud of such applicant in the conduct of its 

business as investment counsel, may be served with the same effect as if said 

corporation or association were organized or created under the laws of this 

state and had been lawfully served with process therein. 

57
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The commissioner shall examine such application for an investment counsels 

certificate and shall make such further investigation of the applicant and its 

affairs as he shall deem advisable. If from such examination the commissioner 

shall be satisfied : 

(a) That the applicant and its officers, directors, and members, if any, are of 

good business repute and in the opinion of the commissioner qualified by experi- 

ence and education to conduct an investment counsel business; 

(b) That neither the applicant nor its officers, directors, or members, if any, 

have violated any of the provisions of this act or of chapter 226 of the statutes 

of 1923; and 

(c) That neither the applicant nor its officers, directors, or members, if any, 

have engaged or are about to engage in any fraudulent transaction, he shall 

issue such certificate. Otherwise, he shall deny the application and notify the 

applicant of his decision; provided, however, that if the only ground for such 

denial falls under subdivision (b) or (c¢) of this section, the commissioner may, 

in his discretion, waive such ground for denial and issue a certificate to the 

applicant if satisfied that in the particular case the application of either sub- 

division is purely technical and does not substantially affect applicant’s honesty 

and integrity, and that the inability of applicant to meet either of these require- 

ments will in no way interfere with a proper performance by the applicant of 

his: duties as an investment counsel. 

The commissioner may at any time temporarily suspend any investment 

counsel’s certificate issued by him if he finds, after a hearing upon such notice 

as he, in his discretion, shall deem reasonable, that there exists any of the 

grounds hereinabove enumerated for the denial of an application for an invest- 

ment counsel's certificate. If, at the expiration of thirty days from the date of 

such suspension, the certificate so suspended has not expired or has not been 

revoked, as hereinafter provided, it shall be deemed reinstated. The commis- 

sioner must revoke any investment counsel's certificate, if, after hearing upon 

notice, he shall find the existence of any of the grounds, hereinabove enumerated, 

for the denial of an application for an investment counsel’s certificate; provided, 

however, that such revocation shall be discretionary with the commissioner if 

the only ground for such revocation falls under subdivision (b) or (c) of this 

section and he is satisfied that in the particular case the application of either 

subdivision is purely technical and does not substantially affect applicant’s 

honesty and integrity, and that the inability of applicant to meet either of these 

requirements will in no way interfere with a proper performance by the appli- 

cant of his duties as an investment counsel. (Deering, General Laws of Cali- 

fornia (1937), Vol. I, Act 3814, S. 2 (12), 8. 9.) 

CONNECTICUT 

Definition: 
The term “investment counsel” shall include any person, who, in this state, 

shall engage in the business of advising others, either directly or by mail or 

through publications or writings, as to the value of specific securities or as to 

the advisability of investing in purchasing or selling such securities, for a 

compensation or commission or at a profit, but shall not include any national 

banking association or federal savings and loan association located in this state 

or any state bank and trust company, industrial bank, savings bank, or building 

and loan association under the supervision of the bank commissioner, nor 

any person registered as a “broker” under the provisions of chapter 212 of 

the general statutes, as amended. :
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Registration of the investment counselor: 
Each. registration of an investment counsel shall set forth, in addition to 

such other information as may be required by the commissioner, the following: 

(a) The name, residence and post office address of the registrant; (b) the 

form of organization under which registrant conducts business; (c¢) if such 

investment counsel be a corporation, an association, a joint stock company or a 

partnership, the name, residence and post office address of each of its directors, 

managing officers, agents or partners, as the case may be together with such 

information in respect to the business record or experience of each such direc- 

tion, officer agent or partner and such other information as may be required 

by the commissioner; (d) the general plan, character and method by which 

the registrant proposes to conduct his business and the form of business he 

is engaged in or is transacting; (e) a statement as to whether such investment 

counsel or, if such investment counsel be other than an individual, whether 

any partner, principal, officer, director or branch manager thereof has been 

convicted by a court of competent jurisdiction in any state or country of any 

criminal offense in connection with any transaction involving the sale or offer 

for sale of securities; or has been enjoined or restrained by order of any court, 

commission or public official from selling or offering for sale securities in any 

state or country or continuing any practices in connection therewith, or been 

arrested or prosecuted for any violation of law involving securities in this or 

any other state, or been convicted of any criminal offense of any nature or 

sentenced to imprisonment in a jail or other penal institution, or, having 

applied for registration or having been registered or licensed as a dealer, 

broker or salesman of securities in any state or country, has had such regis- 

tration or license refused, suspended, canceled or withdrawn, either by request 

or otherwise. If such investment counsel or any such partner, principal, 

officer, director or branch manager has ever been convicted, restrained, en- 

joined, arrested or prosecuted, or has had any registration or license refused, 

suspended or canceled, or withdrawn, by request or otherwise, such investment 

counsel’s registration shall have incorporated therein complete details thereof. 

The registration of an investment counsel shall be sworn to before a person 

qualified to administer oaths by the person making the same and shall state 

that the alleged facts therein contained are true of his own knowledge and, 

if such person be a partnership, such oath shall be made by a member thereof 

and, if such person be a corporation or any other form of an association, 

such oath shall be made by an executive officer thereof. Any person who 

shall make a false statement in such registration or in any sworn statement 

or affidavit attached thereto shall be subject to the penalties prescribed for 

violation of the provisions of section 1533c of the 1935 supplement to the 

general statutes and of the provisions of any other section of the general 

statutes violated thereby. Said commissioner may adopt forms to be used by 

persons registering as investment counsel as herein required, and shall furnish 

such forms to any person requesting the same, without charge. 

Upon receipt of the registration of an investment counsel, accompanied by the 

fee required by this act, and upon compliance with the provisions of this act, 

the commissioner may make such further investigation of the registrant and 

his affairs as he shall deem necessary or advisable. Upon the completion of 

such examination or investigation, the commissioner shall, subject to his 

authority to refuse such registration as hereinafter provided, enter the name 

of such person on a register of investment counsel to be kept in his office, 

properly indexed and open to the public, provided no registration shall be so 

entered within five years after the date of a conviction of any criminal offense
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in connection with any transaction involving securities, or within five years 

after the date of the issuance of any permanent injunction or restraining 

order in connection with securities, or within five years after the cancellation 

of any license or registration as broker, dealer or salesman, in this or any 

other state, as a result of alleged fraudulent transactions on the part of any such 

registrant, or, if the registrant be a partnership or a corporation or any other 

form of an association, on the part of any partner, principal, officer or director 

therefor. The commissioner is authorized to refuse to accept the registration 

of an investment counsel for any reason which is cause for the cancellation 

of such registration, or whenever the commissioner shall have reason to 

believe that such refusal is necessary to protect the public against fraud. The 

commissioner shall not issue any certificate or written evidence to any person 

registered as an investment counsel. Each person who has registered as an 

investment counsel, shall immediately file with the commissioner in writing 

any change of residence, mailing address, or place of doing business, or any 

other changes in such registration that may, from time to time, occur. 

# EJ %* * * * * 

If the commissioner shall be satisfied, either after an investigation or other- 

wise, that any person registered as an investment counsel (a) has violated 

any of the provisions of this act; (b) has violated any of the provisions of 

said section 1533c¢; (¢) has rendered advice of a fraudulent nature, with intent 

to perpetrate a fraud in connection with or relating to the purchase, sale or 

continued investment in any security; (d) is in any way dishonest or is con- 

ducting or has conducted his business as investment counsel in a fraudulent 

manner or is about to engage in any fraudulent transaction; (e) has failed or 

refused to file such information with respect to the business or the facilities 

of the organization of such investment counsel as has been required by the 

commission, or (f) has made a material false statement in the registration, 

the commissioner, upon notice to such person and affording him an opportunity 

to be heard, may cancel such person’s registration. Notice from the commis- 

sioner sent by mail in a sealed envelope, postage prepaid, to such person at his 

principal address, shall be deemed sufficient notice to such person. The com- 

missioner shall not cancel the registration of any investment counsel except 

upon such notice to such person given as herein provided. 

® * x =" * ® * 

Each person registered as investment counsel shall pay to the commissioner 

for the use of the state an annual fee of fifty dollars. Any registration, unless 

sooner revoked, shall expire at midnight on June thirtieth next succeeding the 

effective date of such registration. Such fees shall be paid in advance and 

no person shall be deemed to be registered as an investment counsel unless 

he shall have paid the fee herein provided for. In addition to such annual 

fee, each person registered as an investment counsel shall pay the actual cost, 

as determined by the commissioner, of any investigation or examination made 

of such investment counsel’s affairs under the provisions of said section 1537c, 

as amended, or any provision of this act, by or on behalf of the commissioner. 

(Connecticut, General Statutes (Supp. 1937) Ch. 212, Sec. 7470.) 

MICHIGAN 

Hereafter it shall be unlawful for any person to engage in the business of 

dealing in securities whether exempt from or included in the provision of such 

decision of this act without first procuring a license and continuing to be
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licensed therefore, as hereinafter provided, * * *. For the purpose of this 

act, any person who for any consideration acts as an investment counselor and 

advises the purchase and sale of securities, shall be deemed a ‘“dealer” * * *, 

(Michigan, Public Acts of 1935, Act 37, Section 21.) 

NEW HAMPSHIRE 

Under this chapter dealer shall mean any individual, partnership, association, 

or corporation engaging in the selling or offering for sale of securities, except 

through the medium of, or as agent or salesman of, a registered dealer. But 

sales made by or in behalf of a resident of this state in the ordinary course 

of bona fide personal investment of his personal holdings, or change of such 

investments, shall not constitute such resident, or the agent of such resident, 

if not otherwise engaged either permanently or temporarily in selling securities, 

a dealer therein. A nonresident desiring to make such sale of his personal 

investments must first obtain the approval of the insurance commissioner. 

Securities shall include all classes of stocks and shares, bonds, debentures, 

evidences of indebtedness and certificates of participation, certificates of ware- 

housemen, rights and interests in land from which petroleum or minerals are, 

or are intended to be, produced, ship shares, and investment contracts in the 

form of a bill of sale, or any similar device, and contracts of services or advice 

relating to investments, or membership in organizations or associations pur- 

porting to render such service or advice. 
* * * ; Ed * * *« 

No dealer in securities shall, in this state, by direct solicitation or through 

agents or salesmen, or by letter, circular, or advertising sell, offer for sale, or 

invite offers for or inquiries about securities, unless registered as a dealer 

under the provisions of this chapter. 

Any dealer desiring registration shall file written application therefor with 

the insurance commissioner, accompanied by a registration fee of twenty-five 

dollars, the fee to be returned if the application is not granted. 

The application shall be in such forms as may be prescribed by the commis- 

sioner, and shall state in writing the principal place of business, the name or 

style of doing business, and the address of the dealer, the names, residences 

and business addresses of all persons interested in the business as principals, 

officers, directors, or managing agents, specifying as to each his capacity and 

title, and the length of time during which the dealer has been engaged in 

the business. 

The commissioner may examine or cause to be examined at the expense of 

the applicant or dealer the affairs and condition of a registered dealer in 

securities or an applicant who desires to become registered as such dealer. 

An applicant shall furnish in addition to the information required in the 

application such other documentary evidence of condition and responsibility 

as the commissioner may require, including without limiting the generality of 

the foregoing, authentic copies of articles of incorporation, partnership agree- 

ments, by-laws, balance sheets, and earning statements. By December first 

of each year every licensed dealer in securities shall furnish under the oath 

of such responsible member or members of the dealer’s organization as the 

commissioner may require an annual financial statement for the period ending 

June thirtieth of each year, exhibiting with reasonable detail, assets, liabilities, 

profit, and loss of the dealer for a period of one year upon a form to be 

furnished by the commissioner. 

* * * * * * *
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The application filed with the Commissioner for registration as a dealer 

shall be held for investigation for a period of four weeks from the date when 

the application reaches the commissioner. 

Upon being satisfied of the applicant’s good repute, financial standing, relia- 

bility, and right to public confidence, the commissioner may register the 

applicant as a dealer, 

* * * * * * [ J 

The commissioner may, unless furnished with satisfactory evidence as pro- 

vided in the preceding sections, or in case of violation of any provision of this 

chapter, or in case of dishonest, deceitful, or fraudulent conduct on the part 

of any dealer in connection with the carrying on of the business, revoke such 

dealer’s registration, and may, having reasonable cause to believe that such 

facts exist, suspend such dealer’s registration until satisfied to the contrary. 

(New Hampshire, Public Laws, Ch. 284, Secs. 2, 6.) 

OKLAHOMA 

(Registration of Dealers and Salesmen, Requirements, Bonds, Fees.) No 

dealer or salesman shall engage in business in this state as such dealer or 

salesman or sell any securities, including securities exempted in section 4, of 

this act, except in transactions exempt under section 5, of this act, unless 

he has registered as a dealer or salesman in the office of the commissioner 

pursuant to the provisions of this section. No person, other than a registered 

dealer, shall in this state, for a commission or compensation, act as investment 

counsel or engage in the business of advising others directly or through publi- 

cations or writings as to the value of securities or as to the advisability of 

investing in or purchasing securities; provided, however, that this provision 

shall not be construed to include any licensed practicing attorney who renders or 

performs any of said services in connection with the practice of law or to any 

certified public accountant who issues or promulgates analysis or issues reports 

concerning securities. 

Provided, that nothing in this act shall require such registration, for the sale 

of insurance, by agents, who are required to be licensed for such purpose by the 

commissioner of insurance. 

An application for registration in writing shall be filed in the office of the 

commission in such form as the commissioner may prescribe, duly verified by 

oath, which shall state the principal office of the applicant, wherever situated, 

and the location of the principal office and all branch offices in this state, if any, 

the name or style of doing business, the names, residence and business address 

of all persons interested in the business as principals, copartners, officers, and 

directors, specifying as to each, his capacity and title, the general plan and 

character of business and the length of time the dealer or salesman has been 

engaged in business. The commissioner may also require such additional infor- 

mation as to applicant’s previous history, record, and association, as he may 

deem it necessary to establish the good repute in business of the applicant. 

There shall be filed with such application an irrevocable written consent to 

the service of process upon the commissioner in actions against such dealer in 

manner and form as hereinbefore provided in section 9. 

If the commissioner shall find that the applicant is of good repute and has 

complied with the provisions of this section, including the payment of the fee 

hereinafter provided, he shall register such applicant as a dealer upon his 

filing a bond in the sum of five thousand ($5,000.00) dollars, running to the 

state of Oklahoma, conditioned that the dealer shall properly account for any
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moneys or securities received from or belonging to another and shall pay, 

satisfy, and discharge any judgment or decree that may be rendered against 

such dealer in a court of competent jurisdiction in a suit or‘action brought by 

a purchaser of securities against such dealer in which it shall be found or 

adjudged that such securities were sold by the dealer in violation of this act 

or that such purchaser was defrauded in the sale of such securities. Such bond 

shall be executed as surety by a surety company authorized to do business in 

this state; or such bond may be a personal bond, provided that the dealer 

shall keep on deposit with the commissioner, as surety, securities exempt 

under subdivisions (a), (b), or (e) of section 4 of this act of the marketable 

value of at least the amount of such bond, which said securities shall be 

returned to such dealer when the liability under such bond has terminated or 

been satisfied. One recovery upon such bond shall not void same, but it shall 

be subject to successive suits and recoveries until the penalty thereof is 

exhausted ; provided, that the aggregate liability of the surety on such bond for 

all such suits and recoveries shall not exceed the sum of five thousand 

($5,000.00) dollars; and, provided further, that no action shall be brought for 

recovery under the provisions of this act after two years from the date of the 

act or transaction in violation thereof. Upon suits being filed to recover dam- 

age from a dealer who has executed a bond, with a surety company as surety 

thereon, in excess of the amount of any such bond, the commissioner, by writ- 

ten notice served upon such dealer, may require such dealer to give a new 

bond, and if the same is not given within twenty (20) days after such service 

the commissioner may revoke the registration of such dealer. (Oklahoma Stat- 

utes, Title 71, Ch. 5, S. 41.) 

RHODE ISLAND 

The term “broker” shall mean and include every person, other than a sales- 

man, who in this state engages, either for all or part of his time, directly or 

through an agent, in the business of selling any security, whether issued by 

himself or another person, or in the business of purchasing or otherwise 

acquiring such securities for another with the purpose of reselling them, or of 

offering them for sale to the public, for a commission or at a profit, or for any 

consideration acts as an investment counselor and advises the purchase and 

sale of such securities. 

No person shall sell securities as a broker or salesman respectively within 

the state unless he is registered as such with the chief of division of banking 

and insurance. Said chief shall not register any person as a broker or sales- 

man unless said chief shall determine that the character of such person is 

such that he will conduct the business of broker or salesman without fraud. 

If demanded by said, chief, any person desiring to register as a broker or 

salesman shall furnish the names of three responsible citizens of Rhode Island 

who can vouch as to the character of the applicant. If it appears to said 

chief that any person registered as a broker or salesman is violating any of 

the provisions of this chapter or is conducting his business as broker or sales- 

man in a fraudulent manner or is violating any of the regulations of said 

chief, said chief, upon notice to such person, shall cancel such person’s 

registration. 

Upon the finding by said chief that a person may act as a broker or sales- 

man within the state, the name of such broker or salesman shall be entered 

in the register of brokers or salesmen; but the finding of said chief that a 

person shall not act as a broker or salesman, and that his name shall not be 

entered in or should be cancelled on the register shall be in the form of an
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order to that effect. Where the registration of a person as salesman as broker 

is cancelled for cause said chief shall so note upon the register. 

Every person applying for registration as a broker or salesman or filing any 

lists or information or making application to said chief to sell securities, shall 

file with said chief his permanent mailing address and such changes thereof as 

may thereafter from time to time occur. Notice from said chief sent by mail 

in a sealed envelope, postage prepaid, to such person at such address shall be 

deemed sufficient notice to such person. Said chief shall not suspend or forbid 

the sale of securities or cancel the registration of any broker or salesman 

except upon notice to such person given as aforesaid. 

Every such broker who is not a resident of this state, shall, at the time of 

filing his application for registration, also file a written instrument appointing 

said chief in his name of office and his successor in office to be the true and 

lawful attorney of such nonresident broker in and for this state upon whom 

all lawful process in any action or legal proceeding against said nonresident 

broker may be served with the same effect as if said nonresident broker were 

a resident of this state. Said power cr attorney shall stipulate and agree on 

the part of said nonresident broker that any lawful process against said non- 

resident broker which is served on said attorney shall be of the same legal 

force and validity as if served on said nonresident broker, and that the 

authority shall continue in force so long as any liability remains outstanding 

against said nonresident broker in this state. A copy of such appointment, 

duly certified by said chief, shall be received in evidence in all courts in this 

state. Service from such attorney shall be deemed sufficient service upon the 

principal. Whenever the said chief shall have been duly appointed attorney to 

receive service of all lawful process for any such broker, said chief shall 

forthwith forward by mail, postage prepaid, a copy of every process served 

upon said chief to said broker at his last known post office address. For each 
copy of process said chief shall collect to and for the use of the state, the sum 

of two dollars, which shall be paid by the plaintiff or moving party at the 

time of such service, to be recovered by him as part of his taxable costs if he 

succeeds in his suit or proceeding. The term process, when used herein 

includes any writ, summons, petition or order whereby any suit, action or 

proceeding shall be commenced or any other process original or mesne in 

connection therewith. (Public Laws of Rhode Island, 1935-1936, Ch. 2339, 

S 5, 6.)
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PURPOSE AND OBJECTIVES, INVESTMENT COUNSEL 
ASSOCIATION OF AMERICA AND INVESTMENT COUN- 

SEL ASSOCIATION OF SOUTHERN CALIFORNIA 

PURPOSES AND OBJECTIVES, INVESTMENT COUNSEL ASSOCIATION 
OF AMERICA 

The Investment Counsel Association of America is a voluntary non- 
profit association. Its objects are: (a) to promote high standards of 
integrity and public responsibility in the profession of investment 
counsel; (b) to maintain a “Code of Professional Practice” as a guide 
to the profession; (c¢) to promote strict adherence to the Code by all 
members of the Association; (d) to provide for effective discipline 
of all members of the Association; and (e) to aid the profession of 
investment counsel, its clients, and investors generally in such matters 
and in such manner as the Investment Counsel Association of 
America may from time to time determine. 

Code of Professional Practice Adopted by the Investment Counsel Association 

of America 

Whereas, the profession of investment counsel came into being to meet a 

growing need for a type of competent and unprejudiced services not otherwise 

rendered ; and 

Whereas, experience in the rendering of investment counsel services has 

established certain basic principles of responsibility and conduct requisite to 

sound professional practice; and 

Whereas, these basic principles must be accepted and maintained if the 

investing public is to be assured of the standard of investment counsel services 

to which it is entitled ; ; 

Now, therefore, we, the subscribers to this Code of Professional Practice, 

Do declare the following principles to guide all those who profess to render 

investment counsel services; 

Do pledge ourselves and our organizations to adhere to these principles; and 

Do agree, through proper Articles of Association, to enforce such adherence 

by all subscribing members : 

I. DEFINITION AND LIMITATION OF FUNCTIONS 

It is the function of the profession of investment counsel to render to clients 

on a personal basis competent, unbiased and continuous advice regarding the 

sound management of their investments. An investment counsel firm should 

devote its time exclusively to the performance of this function and services 

incidental thereto; it should not engage in the business of security merchandis- 

ing, brokerage, banking, the publication of financial services, or acting as cus- 

todian of the securities or funds of clients; and neither the firm nor any 
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partner, executive or employee thereof should directly or indirectly engage in 

any activity which may jeoparidze the firm’s ability to render unbiased invest- 

ment advice. 

II. COMPETENCE AND RESPONSIBILITY 

To serve its clientele effectively and continuously an investment counsel firm 

should include at least two responsible partners or principal executives of 

demonstrated investment ability and unquestioned integrity; it should be sup- 

ported by a competent staff of experienced assistants; and it should maintain 

adequate capital and reserves at all times. 

III. COMPENSATION FOR SERVICES 

Compensation of an investment counsel firm should consist exclusively of 

direct charges to clients for services rendered, and should not be contingent 

upon profits, upon the number or value of transactions executed, nor upon 

the maintenance of any minimum income. 

IV. SOLICITATION OF NEW CLIENTS 

The methods employed, and all written or oral statements made, by an invest- 

ment counsel firm in securing new clients should conform to standards con- 

sistent with the professional nature of investment counsel services. 

V. CONFIDENTIAL RELATIONSHIP 

All information concerning the security holdings and financial circumstances 

of clients should be held in strict confidence by the firm and its personnel. 

PURPOSE AND OBJECTIVES, INVESTMENT COUNSEL ASSOCIATION 
OF SOUTHERN CALIFORNIA 

The enunciated object of the Investment Counsel Association of 
Southern California is to “assist in the development and perfection 
of the work of the investment counselor; to promote fitting and 
appropriate ethical standards, methods and procedure and conduct 
of business; to encourage economic financial and investment research ; 
all to the end that the quality of services to be rendered by invest- 
ment counselors may measure up to the high standards which the 
public has a right to expect and to demand.” 

Code of Ethics and Standard of Practice 

CANONS 

Section 1. : 

(a) Professional Character of Work: The Investment Counselor should ever 

be mindful of the professional character of his work, and with dignity, conduct 

his every act in a manner consistent therewith. Through profound study and 

analytical research, he should strive to achieve proficiency in each of its many 

phases, and aim to serve with honor, distinction, loyalty, and fairness, both the 

public and his fellow members. 

(b) Distinterested Position: He should continuously occupy an impartial and 

disinterested position, as free as humanly possible from the subtle influence of 

prejudice, conscious or unconscious; he should scrupulously avoid any affilia- 

tion, or any act, which subjects his position to challenge in this respect.
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(¢) Basis of Fee: His remuneration should be a reasonable fee, chargeable 

directly to his client, and he should accept no compensation of any character 

whatsoever from any other source. 

In determining the amount of the fee, it is proper to consider: (1) the time 

and labor required, (2) the nature and complexity of the problem, (3) the 

responsibility assumed and amount of value involved, and (4) the value of 

the services to the client. 
He should not share in profits accruing to his clients by virtue of securities 

sold, bought, or held, by his client; nor should his fee be determined or 

affected by the number, or value, of transactions which may take place 

over a future period, whether the time be specifically stated or indefinite. In 

both of these cases, his position as a disinterested adviser is subject to serious 

challenge. 

Whenever possible and expeditious, fees should be predetermined, fixed and 

mutually agreed upon in advance of his employment. 

(d) Protection of Clients’ Purchasing Power: He should ever maintain as 

his primary objective, protection of principal and income. He may properly 

regard enhancement of both principal and income, as a worthy secondary 

objective. But he should ever be on his guard lest this secondary objective 

become a primary one. 

(e) Unwarranted Expectations: He should never indulge in creating ex- 

aggerated or unwarranted expectations of any character. The future is never 

certain; the most competent opinion and soundest judgment are ever subject 

to the vicissitudes of new and unforeseen factors. 

(f) Confidential Relations: He should scrupulously preserve, guard and 

respect the confidences of his client, not only during his employment but also 

thereafter. His client should reciprocate in equal measure. 

ADMONITIONS 

Section 2. 

(a) Advancing Claims to a Profession: This field of endeavor is essentially 

of a professional character; to what degree it' will be entitled to be so 
regarded, will depend upon the manner in which it is conducted. Very mani- 

festly, those members who make a profound study of economics, the underlying 

science, and attain proficiency in the various departments which are vitally 

and intimately connected with their every day problems, and who render 

competent, scholarly service upon high ethical standards, will further the 

claims to a profession; those who act otherwise will retard. The ultimate 

decision rests in their hands. 

(b) Publicity, Advertising, and Soliciting: A well-merited reputation for 

ability, integrity, and fidelity to trust, is the most worthy and effective, adver- 

tisement possible, for both young and old; this cannot be forced, but is the 

resultant of character and conduct. 

The professional attitude toward solicitation and advertising is too well 

known to require specific admonition. Let each determine his own procedure 
with the full knowledge that by his acts shall he be known. 

Due to the recent origin of this field of endeavor, one clarifying statement 

appears pertinent. Educational publicity, conducted with dignity, is construc- 

tive; and conversely, undignified advertising, or that which holds forth wun- 

warranted claims, either directly or by inference, is destructive. 

(c¢) Service Available to All: The investment counselor should provide that 

his service be available to those of extremely modest means. This field of en-
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deavor cannot fulfill its full obligations to society, if it is available only 

to the comparatively rich. All investment counselors worthy of the name 

should be willing to devote a reasonable portion of their time to such cases, 

irrespective of whether the remuneration is adequate. 

(d) General Qualifications: The investment counselor, to qualify as such, 

should possess a sound knowledge of accountancy, statistics, corporation 

finance, money and banking, and economics; and he should have a wide ex- 

perience in investment analysis and security markets. He should strive to excel 

as an expert analyst, able to distinguish that which is significant from that 

which is not, and capable of drawing conclusions which should prove as 

trustworthy as the circumstances and available data permit. 

(e) Promiscuous Expression of Opinion: The investment counselor should 

refrain from expression of definite opinion in all cases wherein he is not 

qualified, by virtue of insufficient knowledge or available data. If circum- 

stances permit, or render it advisable, he may express either a tentative 

opinion, or a preference; such distinctions should be made clear to his client. 

(f) Comprehensive Reports: The investment counselor should be qualified, 

if employed so to do, to prepare and submit a comprehensive report, logically 

supporting any definite expression of opinion he may voice. 

(9) Circumstances Surrounding Client: The investment counselor should 

endeavor to ascertain all circumstances surrounding his client; the more com- 

plete this information, the more efficiently can he serve. Of especial impor- 

tance among such factors, is the temperament of his client; a characteristic 

frequently not fully appreciated even by the client himself. Some individuals, 

though courageous when prices move favorably, become profoundly disturbed 

when experiencing severe adversity; always a possibility. Such individuals 

are not fitted temperamentally to hold securities which are more susceptible 

to wide price fluctuations, and rarely, if ever, should do so. Wisdom dictates 

that such situations, distressing to both adviser and client should be carefully 

avoided. 

(h) Select Securities Appropriate to Client: The investment counselor should 

select and recommend only such securities as, in his best judgment, are suitable 

and appropriate to the requirements of each individual case; his client's desires 

are entitled to careful consideration. But he is unwise to become a party to 

an investment policy which he is convinced is unsound in principle. 

(i) Short-term Price Fluctuations; the Trader: Through competent and inten- 

sive research, long-term price trends may be forecast with a reasonable degree 

of accuracy; never with precision. It still remains to be demonstrated that 

short-term price fluctuations can be forecast with any high degree of sustained 

success; the preponderance of evidence still favors the contrary. 

Wisdom dictates that the investment counselor avoid all endeavor to forecast 

price fluctuations of a short-term character. As a trader is primarily interested 
in short-term price movement, it would logically follow that the investment 

counselor cannot supply that which the trader seeks; connections of this char- 

acter, sooner or later, are very likely to prove unsatisfactory to both parties, 

and react to the discredit of this field of endeavor. 

For these reasons, the investment counselor would pursue the course of 

wisdom by declining to become a party to such trading transactions; certainly 

he should not encourage them. 

(j) Outright Purchases; Trading Policy; Marginal Speculation: Because of 
foregoing and other reasons, the investment counselor would act wisely to pursue 

the following practices: (1) to recommend securities only for outright purchase,
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and primarily for investment; (2) to advise against a short-term trading 

policy ; and, (3) to refrain from advising clients upon marginal trading trans- 

actions which involve carrying securities upon borrowed funds. 

(k) Marginal Trading on His Own Account: Very manifestly, he who does 

not keep his own financial house in order, is not qualified to advise others with 

respect to theirs. 

The investment counselor, for this good reason, should always maintain a 

sound position in the management of his own affairs. The practice of carrying 

securities upon borrowed funds, either directly or indirectly, tends to subject 

both his financial position and judgment to impairment. Hence this practice 

is condemned for the investment counselor. However, it is not intended to pro- 

hibit the borrowing of funds to meet legitimate or exceptional circumstances 

which may arise; such exceptions should be confined to very moderate 

proportions. 

(1) Exchanges; Short-Term Price Fluctuations Not a Criterion: In recom- 

mending exchanges of securities, the investment counselor should forewarn his 

client that while prices ultimately tend to conform to true investment value, this 

is not necessarily true over short-term periods. Hence an exchange based upon 

the soundest of judgment, may appear to have been unwise, if judged by subse- 

quent price movements, especially over a short-term period. Time alone will 

prove the quality of judgment. 

When such inevitable eventualities occur, this procedure will permit a better 

understanding and tend to avoid situations which are distressing to both client 

and adviser. 

(m) Large Risks: Very manifestly, the assumption of large risks is frequently 

necessary and concomitant to economic progress. Such risks should be assumed 

only by those who desire, and are fitted, both temperamentally and financially, 

to assume them. Wisdom dictates that the investment counselor should not 

become a party to the assumption of such risks by those who, in his judgment, do 

not meet these requirements. 

(n) Discretionary Accounts: Advising upon investment problems necessarily 

involves heavy and grave responsibilities; only the thoughtless advise without 

the prerequisite qualifications. These responsibilities are sufficiently heavy 

when the client approves an action in advance; but are infinitely increased if 

action is taken without the client’s previous knowledge and approval. 

Wisdom dictates that the investment counselor should decline to accept dis- 

cretionary accounts. Notwithstanding the soundness of this principle, exigencies 

occasionally arise which render it impossible, inadvisable, or inexpeditious to 

submit recommendations for approval prior to taking action. When ecircum- 

stances clearly warrant, and if permitted by law, the investment counselor may, 

at his discretion, accept such undertakings; to decline to serve might work an 

injustice to his client. But he should accept with extreme caution and 

reluctance. ; 

(0) Opinions Uncolored by Client’s Desires: Among the correlated problems, 

the investment counselor may be called upon to express an opinion as to the 

fair market value of securities of a close corporation, for inheritance tax or 

other purposes; or to serve as an expert witness. When acting in such capac- 

ity, he should scrupulously avoid permitting the desires of his client to influence, 

or color, either his opinions or his statements; both should represent his best 

and well-considered judgment, irrespective of his client's position. He should 

advise his client in advance of employment, as to his attitude in this respect. 

(p) Client’s Banking or Investment Connections: The investment counselor 

should encourage his clients to select their own banking and investment con-
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nections ; he should never disturb existing connections unless for good and suf- 

ficient reasons, carefully considered. He should never undertake custodianship 

of securities, nor act as broker, or dealer in behalf of his client. 

When circumstances render it impossible or inexpeditious for his client to 

place or modify orders directly with his broker or investment dealer, the in- 

vestment counselor may, if permitted by law, transmit his client’s instructions 

or desires to such broker or dealer, in his client’s name and behalf. In so 

doing, he is not acting as a broker, dealer, or security agent, but merely, for 

accommodation, performing acts which his client could do, and would do, were 

it not for the extenuating circumstances. 

(9) Intermediaries and Division of Fees: The investment counselor’s re- 

sponsibilities and qualifications are individual; his relation to his client should 

be personal, and the responsibility should be direct to the client. His services 

should not be controlled or exploited by the intervention of any intermediary 

between adviser and client; nor should there be a division of fees between the 

counselor and any such intermediary. This is the spirit of the professional 

attitude which should control; but it is not intended to interfere with proper 

relations between the counselor and his full-time employees, who may or may 

not be qualified counselors. In all cases, such exceptions should be warranted 

by the circumstances. 
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