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f Speech begins 1:00 p.m. i n  8 0 s t o n )  

Joseph I;. Kennedy, Chairman o f  t h e  Seaurf t i e s  an& Exchange Comralssion, 
spoke a t  a  s p e c i a l  twflcheon meeting of  t h e  Boston Chamber o f  Co~merec a v e r  t h e  
I a t f o n a l  and Galunbfa broadcas t ing  no%wo~ss  today lyes t trdagl .  "I"@ speaker 
Qavoted.the major p a r t  o f  h i s  thir ty-ninrr le  &dress  tb t h e  ques t ion  o f  s e c u r i t p  

ssues  which he found now Lo be "a road withotl3 d t f f i e u l t t e s ,  excerjt t hose  aada 
jr unnecessary t imid i ty" ,  adding t h a t  t h e  d a n # e r 4 8 s  he saw it  is: *Not t h a t  we 
llZ, i n t e r f e r e  t a o  o f t e n ,  but t h a t  we wltf oet Lao la%@, 

One? o f  %fie most strIkisn6f elroughts t h e  Chaairrnraa twplcayed was: 

"I prefer t o  let o u r  record speak,  ?hat  record  is ,  i n  t h e  making, It i s  
r from eomptst ion,  bu t  it, i s  Ear enouqH a3ong to show e l e a r l y  one th ing :  

"Chcre is no Right ar L e f %  i n  t h e  processes  af t h e  S e c u r i t i e s  and Exclsangc 
an f s s ion ;  e r f l  we dra Lrying Lo do i s  t o  go forward." 

Accepting a s  true t h e  s tatement  t h a t  the s e c u r i t y  bus iness  is "the most 
w a r t a n t  branch of bus ines s  i n  t h e  cban t ry  from the  s tandpoint  of' d i r e c t  and 

d l r e c t  i n f luence  * * * * upon t h e  wel farc  o f  our  ?opula t ion ,*  Mr. Kennedy 
t r e s s e d  t h e  p o i n t  t h a t  t h e  bus iness  can be kept  c lean  f a r  more e f f e c t i v e l y  by 

ce?ooperation from wi th in  than  by fo rce  from wilhout.  Me ~ a d e  it p l a i n  %ha% tho 
t i t ~ a d e  o f  t h e  SEC is t o  urge, look f o r  end l e a d  t h i s  caoparat ion;  %ha% he 
d h f s  a s s o c i a t e s  d i d  not regard themselves a s  prosceutora a f  honest bus iness ,  
ut as t t s  p r o t e c t o r s ,  S ix teen  mi l l i on  s t c u r l . t y  ho t&ers  who were brought i n t o  

ng by havernmental a c t i v i t y  in t h e  L i b e r t y  Laan campaigns had a d e f i n i t e  
h%, be s s s e r t e d ,  ta be pro%eeted from Lmpropes f inanciah practices, . "  

. * 

The' Chai m a n  sttowed t h e  &angct from the of d days of  t h e  cf osed corpaxL'atlonr 
en only aq few hundred thousand people  wmed s d c u r t t i c * ~ ,  La t h e  exisClng 

Ltuat ion wherein one person  I n  e\?ery tien and one family i n  every t h r e e  has a 
frect s t a k e  i n  t h e  h s t i o n e s  busfr,ess carpbra%ions.  He s ~ i d  a recedt s tudy  o f  
v e n t ~ ~ f i v e  important  American bus iness  co rpo ra t ions  revealed t h e  fact  t h a t  
.@% o f  81% t h e  s tockho laa r s  a r e  small stockhoLdsrs,  owning Less than one 

hundred shzires each, 

Pres ident  Roosevett  had given t h e  reason f o r  t h e  SacurPt les  Act, t h a  
weaker s s i d ,  i n  t h e  following WOMB: 

"Xf t h e  country Ls %a f l o u r i s h ,  c a p i & a t  must be inves ted  i n  enke rp r i s e ,  
but thoseewho seek  t o  draw upon aLher p e o p l e t %  lnaney a u s t ' b e  wholly candid  
ragsrdbng. the f a c t s  0.n whleh i n v e s t o ~ s  "jucfgjtrtenl I s  aslcetd, " 

* ,  ' 9 

The government, Mr, Kennedy sa id ,  Is not pu t  l n t a  busifiess by the 
cllt~ittir?~ Act as x judge: of tteluas: i L  sloes no% ardvlw, 'fl docs no t  a p p ~ a v e .  
r I s  .re$isLrratiaa, the poin ted  out ,  t a + b e  regarded a s  ol trade-work of safety.  

% s  evidence t h a t  t h e r e  i s  a r e c o r d  i n  Washington of  t h e  &mpsrtaa% facts 
Sck should guide judgment i n  %nvesLnrents, These f a c t s  sse u s u a l l y  r e l i a b l e  
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guides upon which the  value o f  a s e c u r i t y  may be Judged, and by  which t h e  
i n v e s t o r  may decide,  with prudeace, whether o r  not he shat l  e n t r u s t  h i s  money 
t a  such an e n t e r p r i s e *  

M r *  Kennedy revea led  t h e  f a c t  t k a t  i n  t h e  year  ending Nove~ber  36, 1933, 
a l n o s t  $285,000,080 i n  par  va lue  of securLt fes  were denied s a l e  p r i v i l e g e s  i n  
Massachuset tsa  In  t h e  t e n  y e a r s  o f  the Sacur l ty  Act ' s  e x i s t e n c e  in t h a t  S t a t e  
almost $2,750,000,800 o f  gues t ionable  s e c u r i t i e s  had been s i m i l a r l y  prohibi ted.  
The e l l m i n a t i o n  of  t h e  co r rup t ,  t h e  speaker s a id ,  made f o r  t h e  s t rengthening  of  
t h e  sound, "Wave no f e a r  that  government superv is ion  w i l l  d e s t roy  honest 
en"trpr%sea,  he urged, and po in t ed  out  t h a t  f e a r  had been p re sen t  a t  t h e  crea- 
t i o n  o f  t h e  I n t e r s t a t e  Canmeree Comacission, although l a t e r  t h e  per iod  of 
greatest r a i l r o a d  p r o s p e r i t y  occurfed;  a t  t h e  e r e a t i o n  o f  t h e  Pederal  Reserve 
Board, under which banking reached i t s  g r e a t e s t  expansfon, adding Chat: "our 
r eeen t  banking t r o u b l e s  resulted from t oo  nueh ind iv idua l  banking i n i t i a t i v e . "  
He c losed  t h i s  psssage by po in t ing  out  that, t h e  g rea t  l i f e  insurance  companies 
now a r e  t h a n k f u l  f o r  t h e  supervfsory laws they  once fought s o  hard, 

The Ghairaan r e i t e r a t e d  w h a t  he had previously s a i d ,  t h a t  " i f  business  
does t h e  r i d h t  t h ing  is w i l l  be p ro t ec t ed  and given a chance t o  I l v e ,  nake 
prof1  t s  and grow, helping i t s e l f  and helping t h e  country",  "Honest bus iness ,  
he went on, "needs nothing more; t h e  CsmnLssion proRises  nothing l o s s + a  

Wr* Kennedy s a i d  %hare were four main charges made aga ins t  t h e  S e c u r i t i e s  
A c t  : 

P i r s t ,  1 i ab iLf tSes  a r e  imposed upon d i r e c t o r s  and co rpora t e  o f f i c e r s  w i L h  
unwarranted s e v e r i t y ;  second, t h a t  r c g i s t r a l i o n  enLa i l s  exces s ive  and burden- 
sone expense; t h i r d ,  t h a t  unnecessary, d i f f i c u l t  and i r r e l e v a n t  information i s  
requieed;  four th ,  unnecessary de l ays  between t h e  f i r s t  c o r p o r a t e  ac t ion  and 
f i n a l  c learance  o f  t h e  Conmlsslon, We answered them t h u s  : 

P i r s t ,  The S e c u r i t i e s  A c t  is much l i k e  t h e  En&lish  law an t h e  point  o f  
l i a b i l i t y  w h i c h  a r i s e s  when t h e  r e g i s t r a t i o n  s tatement  c o n t a i n s  "an unt rue  
s ta tement  o f  a  ma te r i a l  f a e t  o r  o n i t s  t o  s t a t e  a  n s t e r i a l  f a e t  requi red  t o  be 
s t a t e d  t h e r e l n ,  o r  necessary  t o  make t h e  s ta tements  t h e r e i n  not  misleadfnQ." 

"Direc tors ,  officers, underwriLers and e q e r t s  may avoid l i a b i l i t y , *  t h e  
Cha i rma  s a i d ,  " i f  t heg  can sus%ain  %he burden o f  proof %ha% they ereec ised  
t h e  s l ands rd  of c a r e  and inves t iga%ion  of  reasanable  parsons  under t h e  circun- 
s tances .  En a  word, neglfgenee and d ishones ty  a r e  pena l ized ,  as is t r u e ,  " he 
poin ted  auk, "In every walk of life." 

Concerning t h e  second charge, t h e  Chairman sa id :  

"The %o%aL i tems o f  expense which, by any s t r e t c h  of  t h e  imagination a r e  
chargeable t o  new Leg i s l a t i on  amount t o  3131100 of 1"iBf %the g r o s s  proceeds of 
t h e  f inances  involved, and t h e r e  can be no doubt t h a t  an apprec i ab le  p a r t  o f  
Legal expenses and accountin# expenses which a r e  included i n  t h e s e  c o s t s  would 
have had t o  be incur red  even i f  t h e r e  were no S e c u r i t l e s  and Exchande 
Comaissian and no r e g i s t r a t i o n ,  " The Chairmall pointed out  f u r t h e r  t k a t  t h e  
cos%s a r e  s l i gh tPy  l e s s  than  t h e  c o s t s  p reva i l fng  p r i o r  Lo t h e  S e c u r i t i e s  Act. 



Conecrning t h e  t h i r d  bbj e c t i a n  redardfng %ha budanssmc guest  i aane i  ro se  
W. Xennadg said t h a t  aaw snd b r l c f e r  ferns are I n  p r spe ra t ion ,  nore  suiCabEa 
for t h e  p u q o s s s  Involved. He adn l t t ed  t h a t  In  some Instanoas %he forno o f  
t h e  ques t tonna i r a s  had bean lmperfsct ,  u l d  %hen rsda this a t a t e n m t :  

'One of t h e  msrt prominent lawjrerr in t h c  f i e ld  af ool.porats f inance  has  
r t s t e d  ca tegor ic la l ly  t h a t  when t h e  f*crw preportad kmendments do forms and mXes  
k r e  bean adapted, t h s r a  w f l P  be nothing la t h e  way of' inconvenSence ar expense 
dbtck should d e t e r  t h e  Amarlcm businassften f ~ o a  seekina new capital in accard- 
rPlYaa wLth t h e  rec;lul~saian%s of  t h e  Actow F i n a l l y ,  r s s f a ~ r i n g  &a the criticism 
*out the  d e Z q ,  the speaker oald 2% hrrd been g r o s s l y  oxsggsrataQ a d  added 
%hat speed i n  i t s e x f  Is no t  a vhrtue,  a d  %hat deplssenbke lesssoar ha4 fragucsntfly 
1$2la-d 1x1-canrldared and hrrlp canosptJan, preparlat ian end cuasu%ien. 

Anather paint t h e  s p e e e f  mabe was t h e  1PoXZowlsg: 

*SEneo t h e  decu r i t i i a s  l e t  bacwe a Law t h e  t a t s l  o f  new capital i s s u e r  i n  
e United Sfatas (excXudfn6, Federal  f i nanc ing )  h a s  a c t u a l l y  incressad. Bsr  
s tance ,  - dur ing  t h e  f irst  nine moaths a f  1834 c a p i t a l  i s s u e s  were twice  ss 
BG a s  f o r  t h e  same p e r i o d  a f  2933, 

"There has been na  new s e c u r i t y  l a g i s l a t i a n  In  Great B r i t a i n  and y e t  tkc 
iZPeh f f g u r e s  show t h a t  new cerpital i s s u e s  du r ing  t h e  f i r s t  nln+ nanths o f  

were p r a c t i c a l l y  no l a r g e r  than a year  e a r l i e r ,  m d  t o t a l e d  only anc- 
t h e  d o l l a r  va lue  of new EiarnncinQ i n  t h e  United S t a t e s  o f  t h e  same period.  

I ZZ, was t h e  hope of t h e  Comfssion,  t h e  spstlker s a i d o  Y h a t  t h e  i n f t l a % s  
i%&C w t Z l  corn to s t a n d  for S e e o r i t f e s  EX-Crookedness*, 

Mr, Kennedy concluded his speech i n  t h i s  way: 

"We a r e  seeking t o  r e c r e a t e ,  rebcfld, r t s t o r t  confidence, Confidence Ls 
rtar o u G g r o ~ h  sf chs~ac ler .  We be l i eve  t h a t  clrariilcter e x i s t s  s t rong ly  i n  the 
f i nanc ia l  world; so we do nut have t o  compel v i r t u e :  we seek t o  prevent  vieel 
QDzl whole fartaula is t o  b a r  wrong-doers fram oge r s t in l j  under t h e  aagfs  o f  t h o s e  

f e e l  a sense of e t h i c a l  responsibility, We are eager  t o  s ee  f inance  a s  
se l f -conta ined  a s  i t  des@rv@s t o  'be, when r u l e d  by Nonsr and Respons ib i l i  ty .  
*ccetls is  not t h e  succes s  o f  one; it. is the succes s  s f  a l l .  Ha man can l i v e  
@ff t h e  pack without bering l i ved  s f f  of by  t h e  pack, 

"The groundwork o f  our s o c i a l  and cconomfe system is t h e  la2tituda of  
h a s o n ;  no t  t ho  r e s t r i c t i o n  o f  Fear. I t  prov ides  f a r  free a c t i v i t y  wi th in  
i f r i t s  t h a t  should be  self-imposed. Whe~ abuses occur ,  checks and r o r r a c t i 6 n s  
u f s o .  But t h e  a p p l i c a t i o n  of  t hese  processes  fs not  t h e  dead hand t h a t  some 
)raclaim it to be. I n s t e a d ,  L t  is the assurance  of  t i r e  and Strength ,  when 
*nasty rand XrrtoLll$cnce a r e  present ,  We heve been b r o u g h t  i n t o  befnrj t o  help  
gsu tts pot% s f  &he pubzit: which erect8 gr~vepinsent f a r  i t s  s r?~s* i&u? . r  But you 
Oert o w  keLp ytvourszblves, You car, wilka t h e  bnves?ekag of money honest. Then 
ma wL2l truly become yaup larolhersf keeper, Wndl ta do t he& Is t o  acqu i r e  
mrlt r " 
P 

Full  t e x t  sf speeeh i s  attached. 
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