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repurchases from i~insiders7'-repurcl~asesof their own securities- 
antl sales of portfolio sccurities by "insiders" to investment com-
panies; and m every case it tends to show- a heavy concentration in 
the months of October, Novembcr, and Dewmber of 1929 and 1930. 
Now, that is a general statistical proof that these fellows go back to 
thcir invc.slment companies when they need money. 1 do not say 
all those transactions are improper, but I say that a lot of them are 
v ery questionable. 

You will notice that in dealing with this we have not at this time 
advocated complete segregation. Senator Taft was speaking about 
banks. My understa~~ding is that investmeut bankers cannot be 
on thc board of banks. Is that correct, sir? I t  is my understanding. 

Senator TAFT.Yes; I have no objection up through (d) here. 
I have not read (e).

Mr. SMITH.Well, Senator, in 10 (d) we say that the same principles 
shall be carried down to the operating level, that the officer who is 
doing the actual determination of the decisions for purchasing and 
buying securities shnll be independent, too, and shall not be one of 
these people who is receiving money out of the inrestment company 
in various ways, other than just its management. 

Senator TAFT.What is the reason for the (c) provision, if they 
cannot? 

Mr. SMITH.No, I am not there yet. 
Senator TAFT.Oh, you have not yet gotten there. 
Mr. SMITH.May I come back to that in just a moment, sir? 
Senator TAFT.Yes; go ahead. 
hfr. SMITH.In 10 (d) I want to point out one rather important 

investment company that illustrates the investment officer type of 
problem. There is a resolution from their minutes. I t  said: 

Rrsolued, That the authonty conlerrrd upon the  p r e 4 ~ n tor either of the vice 
presidc11t3 to  makt8 p11i-chascs of cecnrities for the account of the corporation up 
to the amount of %1.50,000 he and the same is hereb) amended lo increase that  
amount from $150,000 to %500,000. 

Resolved-and so forth, in another resolution giving the same authority t o  
the president and vice president to  give loans up to $500,000 instead of $150,000. 

That is why I say a lot of these investment companies have a board 
of directors that meets every 2 or 3 meelis, if it does meet then, and 
they have an operating group that may consist of an investment com- 
mittee or n single opel.ating officer;--like the man in BostSon about 
whom I mas speaking; he .wa? the kmgpin. 

Se we make the some principle apply clown at the operating level as 
with respect to tlle board. 

Senator TAFT.Going back to (c) what is the reason that no director 
of one investment trust shall be the director of another? 

Rlr. SMITH.If he is an investment btmlier or broker. 
Senator TAFT.Oh. 
Mr. SMITH.I can shoy yo11 some instances .where investment 

b:~niiers in 1929 were afilinterl.with four or five diflerent invest'ment 
trusts; and you %ill find thnt In pne case in a inirly hlgh-class firm; 
there was a 68-percent owrlap with the other irlvestlnent companies 
in the portfolio; antl the portfplios are saturated will1 instilr~ees m 
mliicl~they are interested with ~nvestnient bankers. 

So we say the nuinber affiiinted with one irivestrnent company and 
not a lot of them, in order to avoid it. 



Senator J ~ A G N B R .Mr. Smith, 1vr-ns just going to t ry  to qualify 
you as an expert. [Laughter.] 

Mr. SMITH. Yes. 
Senator WAGNER.AS I undcrstuntl it, you do manage trust funds 

now; do you not? 
Mr.  SMITH.I h a m  been doing so since 1931. 
Senator WAGXER.YOU have been managiag trust funds of some 

size? 
Mr.  SMITH. That  is right. 
Senator TAFT.There is no orerlapping probibition against some- 

one's being in the Securities and Exchange Cornmission and also 
inanaging investment trust funds? 

Mr. SMITH. Maybe there should be. [Laughter.]
But I may say, from my personal point of view, I am interested in 

seeing this industry grow and not decrease, because I think it serves a 
very useful function. 

Senator TAFT.That  is so with a11 of us. 
Mr.  SMITH. But  1cannot see how t h y  can serve a useful function 

ulltil they get cleaned u p  and stop tryiilg to rnalie their personal 
interests in the business of the compaliy. 

Senutdr HUGHES.May  I interrupt you? 
Mr .  SMITH. Yes, sir. 
Senator HUGHES.D o  SOU see any means of cleaning it up, as you 

cull i t ,  except b~ regulation'? The question arose this morning, and 
I have had some suggestion of the tliscussiori as to \r hether some other 
p l m  might be adopted, other tllun regulatioll-that 1s to say, a 
statute forbidding certain practices; instead o f  regulating the com-
pany, simply shut it ofi so it could not any longer, without committing 
a crime, continue that sort of practice. 

Mr. SMITH.\Tell, sir, we have as far as possible nttcmpted here to 
pu t  specific p~ol~ibir ions irito the statute, :is opposed to leaving ally 
Aexibilities. I do not sap we h a w  done i t  every place, but  I think 
you will find where we have I I ~ Lclone i t  we ha\ c done it for the benefit 
of the industry; bu t  1am in favor of ns little ildruil:~strative pon-er as 
possible. 

I might say  the aholc scction 10 co~~lclbc y ~ a t l y  cu t  down if you 
dccidc to  wgregilt~ in~( ' s lnml t  hanks anil I~roli(~isI am not COIIT icwd 
thn t  thcy should be sc~grcgtitcd:but in view of tllc fuct illat 50 perccwt 
of thc iltd~istry is sponsor~dby inr cstnl ~ n t  bankc~s  and hrolwrs, our. 
rccolnnl(~ndationhas bern this, inst(wl of complc 1~ ~ i ~ g r ~ g a t i o nwllicli 
a grwt  ni:wy proplc h a w  ~vcomrncntl(d ill our Iic:ir!~gs. 

Scnntor \V;\GXER. Which is much m o i ~  drastic. 
3lr .  SIIITH.YF,sir; rnurli 1 1 ~ 1tJ drastic. 
Sc~itltor W * G N E ~ ~ .Yes, sir. 
Mr.. SMITH.In thdt rc'bpc~t I can show you n r i o u s  pcoplr ir: the 

industr?- 1%-hol l aw a p p m r d  111 our hcmirrgs, and otliemisr, wlio l ~ a v e  
fidvoc>~tc~lconlplvic srbgicgxtinn of tlic invcstmclit lxtr~licr ant1 com- 
mcrcial I w ~ k s  from mvcstn~tw r comp:wic~s; sa  tlltil the posi t i~nW P  
take 1s a nlitldlwmtd one bctv-ccn no rCyyll'~iion clnd cornplt'te sqyc.-
galion. 

Smator  T IFT. Yes. 
Mr .  SMITH.1 do not know whcthcr i t  is cnougl~; I have doubts 

wlletllcr wcbslioultl not go iurtllc~r. That  is thc !>I$- quPstion I ha\ tb. 
Scnator T ~ F T .But  t l~cre  is il q~~cs t ion:is to uhether tllere is 



ccrtainly an advantage in having on the board a man ~ 1 1 0  knows the 
business, if you can g ~ trid of tlrc pcrsonnl conflict. 

Mr. S~TITH.  That is right. 011 the other hand, sir, I do not thilik 
that the investnlent bankers or brokers have particularly shown their 
qudifications as managers. For instance, tllc investors' experience---- 

Senator TAFT. YOU are allowing orily one director in a bunch of 
directors. 

Mr. SMITH. That is right. 1was golng to say that, while in nianag-
ing funds they 1mve.managecl them about as well and no better than 
an) body elsc-that is. managing the funds after they got them-the 
investors' experience with funds run by investment banlrcrs and 
brokers is the worst of all. 

Senator IIUGHES. What is that? 
Mr. SMITH.I say the investors' experience. The experience of 

investors who put their money into banks operated by investment 
bankers and brokers is worsc than any other group; and that is based 
on the observation of 82 companies. 

Senator TAFT. And also based on the 1929 fiasco, when many of the 
people who went into those companies went into them as gamblers 
and knew they were gambling. 

Xfr. SMITH. Yes; but I think the investment bankers must have the 
responsibility for that; because they sold over $3,000,000 to the 
American public under those conditions. 

Senator HUGHES.And on overloaned collateral. 
Mr. SMITH. Yes. 
Senator WAGNER. In  these securities these stockholders do not 

have voting power, do they? Is  not that controlled? 
Mr. SMITH. That is another thing; we shall come to the devices 

for putting up very little money and getting the public's money and 
controlling. In that respect I would say the inveslment bunkers 
must also share the responsibility; because I can sh0.u- you company 
after comvany which has a complicated s e t - u ~  which achieves that  
result a n d  w h h  from my point bf view is undesirable. 

Senator WAGNER.That is dcfinitely a device, is it  not? 
Mr. SMITH. I think so. 
Senator TAFT. What is the meaning of subsection (e) now? 
Mr. SR~ITH.NOW coming to (e), that is to prevent an investment 

company's having a director on the board-of an industrial company 
which i t  owns in its portfolio: If i t  has a dlrector on the board, there 
is always a problem as to whom he owes the duty. Does he owe i t  
to the investment company or to the industrial company? I can 
give you an example of one of our leading companies, which is run 
by investment hankers, by the way, and which turned over in 1929 
its commitment to take up some stock in a packing company. That  
inwestment company took up that stock, and had a $300,000 or 
$400,000 interest in the packing company. A banking firm also had a 
substar~tial interest of its own, and they had two directors on the 
board, interlocking directorates. Because the irivestment compmy 
was completely dominated by the banking firm and had nine members 
of the board, those were the only members of the board. Now, these 
two directors were both on the packing company and on the investment 
company, and sat on that company's board while i t  went steadily 
down, down, down, down; and fin?lly in. 1932, after some more money 
had been put up, it went into receivership. I questioned this director 



W-110 sat on both hoards; 1 said, "How could you possible sell the 
securities of that company? Yon are a director and you owed an 
oblig~ition to that company." 

He said, "Oh, well, wc would havc done it." 
Senator TAFT. 1do not understand; 1do not see tllat clearly. 
Mr. SMITH.The investment company had interlocking directorates 

with this industrial company. 
Senat,or TAFT. I understand that. 
Mr. SMITH. And the investnlent company had a substantial invest- 

ment in the stock of this industrial company, and also the banking 
firm; and t h y  had interlocking directorates. 

Senator TAFT. DO you mean the banking firm also had stock in the 
industrial company? 

Mr. SMITH. Yes, that is right; they also had stock in the industrial 
company; but they had also done some underwriting for it, so there is a 
further mixture of interests. 

This packing company went from bad to worse. Some people think 
the handwriting was on the wall. 

Senator TAFT.Of course, rnally people held on to stocks when they 
went on down. 

Mr. SMITH. That is correct. 
Senator TAFT.I mean is there the suggestion that they concealed 

the condition of the industrial company? 
Mr. SMITH. Oh, no; I urn not questioning their integrity. I am 

just saying that having a director on the hoard in that case, he ad- 
mitted, did not do the industrial company any good a t  all, and he 
admitted some of the conflicting loyalties that he owed to the industrial 
company and to the investment company. 

Senator TAFT. BCC&IISC man 4th: :  lilie that as a director would :I 

ordinarily pass on all t h ~  i~ivcstments of t,hs i~lvcstment trust and 
also woultl kccp tlmn advised. of course. 

Mr. SCHENKER.Senator Taft, may I give SOU an example with 
respect to this sect,ion? 

Scnator TAFT.First I should lilw to ut~tlcrstand what you provide 
hcrc. You arc providing that it sliall he unlawful for any dircctor or 
officer of an invt~stmmt cornpmg to srrve as n director of a11 issuer of 
an outstanding security, that is, oI an industrial company? 

Mr.. SMITH. Tllat is right. 
Senator TAFT (continuing). If the investment company ot\ns lcss 

than 5 percent of the outstanding voting securities. 
Why "less than firc"? \l*hg not mom tlml five? 
Mr. SMITH. NOW-, sir, in that r c s p t ~ t  we have said that if an inrcst- 

ment conipany is going to hold less than 5 pcrccnt, it should bc in a 
critical position. I t  sllol~ltl no t  b~ involwd in the rnanagcmcnt of 
that company. but slloultl 1w the invcstor and should look at that 
company from the mvr.stor's point of viekt :und should have onc hand 
in and out. 

If it holds more than 5 pcrcent, tllcrl wc are drawing that arbitrary 
line-and th tw may be svlne otflwr point where you ~hould draw it: 
Then we havr said that you can 1l:rvc a director but that director should 
not bc an invcstrnent bnnkcr or brokcr. 

Because when you hold rr~ore than 5 percent, or any large block of 
stock, and your investor is an investment banker or broker, you have 
all the danger of the use of an investment company for their purposes. 
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Senator TAPT.T do not understand. If you own but 6 percent of 
the stoclc of a compmy, then you can have u man on your board who 
runs that company; but if you own less than 5 percent, you cannot? 

Mr. SCHENKER.Senator, perhaps I can explain it. 
Senator Tam.  Yes. 
Mr. SCHENKER.You were not present when we disc,ussed the differ- 

ent types of companies. Orle type of company is called the diversified 
investment company, and t'hat company invested in diversified securi- 
t,ies wit'hout m y  att)rmpt to exercise any control or influence in the 
portfolio of the corpora,tion. 

The vt>ller t ~ p c  of conqmny is the company which says, ''My busi-
ness is to buy big blocke of stocks and ~urt~icipate in t,he portfolio"- 
like the Atlas, t'hc Phoenix, or like the Continental, in Ohio. 

We say that if the t,ype of c,ompnng is the cliversified investment 
company whic.h is limited to holding not more than 5 percent of the 
outssfanding, 11e should be in the position of a critical investor, without 
m y  obligation t'o the portfolio corporation, which he may have if he 
is a member of the port'folio corporation. 

Senator TAFT.The result is that unless they happen to be one of 
these big operating ones, no invest'ment company could have as a 
director or officer an? director or officer of a stock listed on t'he New 
York Stock Exchange? 

Mr. SCHENKER.That is correct, sir. 
Senator TAFT.ISnot that rather an extreme viewpoint? 1 mean 

the first few provisions seem to be based on the theory that if you 
have an independent manager you are all right. 

Now, you conic dong arid say, "You shall not have even one man"-
a General Electric officer; Mr. Swope, perhaps-"on the board of an 
investment trust if you arc ever going to invest in any investment 
securities except more t'han 5 percent." 

Of course, it  is unlikely t,hat you could. 
Mr. SMITH.This is from the manager of a company that raised 

$7,000,000 zind hnrl about $1,900,000 left on April 30, 1932. He sold 
the company out: 

I was arlsions to  find some way to  improve the  posit,ion of the stockholders and 
I had made up m y  mirid that under our set-up we could not operate as efficiently 
as uiider n s c t - ~ ~ pwhere there ~ v s s  one man in control. My experience and obser-
vation has h e n  tha t  it is very difficult to get half a down men t'o agree a.t the 
right t i~r le  t,o purchase or sell securities where each one has practically equal 
nnl,horit)- in your corporation. If 1 would suggest I thought i t  was t ime t o  
lic!,lidat,e they w)~ i ldsay, "Yes; we think you arc right. Conditions don't look 
vc r r  good." "Well, ~ v h a t  will we sell'?" Thcu we xvould go on down the  list, 
nlld r r~y  experiei~re was each dircctor seemed to  have some cornpar])- and he mid, 
"'fhr nthcrs can go down, brlt t l i i x  is going t,o sea.! became I know all about i t  and 
we won't sell it,." So it became a very diff ic~~l tand unwieldy problem to manage it. 

Kow! Senator, t l~ is  inter1ocki;p director about whom I t,old you 
before said t,bat in I year tbey lmcl four complaints about. the invest- 
ment. cornpnny sellir!.g their stock, t,l~at he :LS a dimctor should have 
preventetl t,llc. invest,rnent cornpnny from s e l h g  t,I~e stock of the corn- 
parry of which I L ~was director, and he was a n  interlocking director. 

It mav be that this first procisio~, sect,ion (e) (I) ,  needs some 
rul>hrrin it,. I (lo not huom, but. I tllirrk 1have tried to make cIear 
the principle of it,. 

Senator T.IFT.h ( 1  sec'tion KO. (2)? 
hlr. SMITH. No. (2) is directed a t  the i n ~ ~ s t m e ~ l t  S~ct~ion baulier. 



Seatitor TAFT.Tlln t \iv[rld apply or ly  where the iwm ocrupietl 
three positioits, red?---as an in\rs tment  'Dankx. : ~ s:ui indmtri:il 
director, illid as  a n  i?ive~tme~it-trrtsttlirectoi? 

Mr .  SMITH.That 1s riyht. 
Seiu~torTAFT.So that is not such :I prollihitory one. NO. ( I )  is 

the more restricted? 
Mr.  SCHENKER.Senator T:~ft ,  11l:iy I give you :m illurtlation-and 

I am going to use the Ilume i>f the cornpa?v, btrcn~ise the  witness 
testified and prtlctically said we coulcl m e  111s name. 

Yon h l ie  tlw Central Iliinois W:ruk. of Chicago. Tha t  was the 
D:~\vrs hank, arid Ilenry D n w s  gracio~rsly came down and testified, 
:~c ;t i id  Mr. Philip C'lirrlir, wlro R as the president :lt that tirnc. They 
hntl the i~itcrlocliing sitiiatior~of the offcers mltl directors of tlie batik 
:tppointetl off~ccrs and directors ol.t!leir i nv r i t i lm~ t  trust. What 

iiirrctorb1i:~pperlctI:' The bai~l i  stock w :is tleclnlmg. The offirers : I I ~  

of the bonk, who mere also the nfirers and rlir~ciors of tlic in\~eslruent 
t r ~ ~ s t ,used the i~irrestrncntf untls to  try to stabilize the bank stork 
brcausr they wrrc nfrpitl of :I run. Here was 211.. Clarke 011 the board 
of directors of tlw b:~nk and oil the hoard of <lire(-torsof t h  in\ rstinrnt 
company; :llul, as I said, to  Mr. Clurkr, "\lr. Cl:lrke, \~-\-llci~ you were 
there with the finest inside infornlatioti in tlw xvorltl. yorr u ere on the 
l m d  of directors of the hank ant1 you Iaow t h t  a p ~ l i r : ~ t i o : ~  lint1 been 
made to 111:. R ~ c o t ~ s t r u c t i o ~ ~Firitt~ice Corpor:ition SOT $90,0O0,00O, a11tI 
pet yo11 pcrniittcrl yonr i~lvestrnrl~tc*omp:iriy to qta? \ 4 i t t \  :L h!ncli of 
qforh of tlrc hanl; of $2,000,000,wit 11 the possihiiiiy ol' irssessn~ent for 
clouhlbh li:tbility?" 

H e  s:~icl.“Sir. Scl~ni l \ t~r .1 ooi~ltl 11ot opcv In?- nu~r l t l~ .1 coujc l  not 
tell the investment trust to get out of that hlorl\ 1 1 f  s twh .  Ant1 if I 
-;upgestett 1t1:it the i nves t~nwt  trt~bt licjr~idnir tli bnr~li . ~ l o ~ l i ,  t l n t  
noultl ha\-? accentu:\tetl t he  tliificulty to the ha!ili ~ r ~ i l!he po.;sihlr 
tl:lnger to the t n ~ s t ,  and I 1i:~l to sit t11cl.e ancl eventiidly pennit tlieru 
to losr s2.000,000." 

Sent~torTLFT.It is ~ ~ : : c i l y  ~rl lut  air outbkler ~ o u l ( l  hare  ~ O I I ~ ?  
The difficulty nf 11-liiclr yori are cornplainiirg is i ~ o t  t21:1t, hut t h t  the 
majority of the 1% hole trust io col~trolletl by ilre bunk? 
3h..SCHE,NX~/:I~.T11at is r iql~t .  
Senator T.wr. You are stating il case Irere w11er.r you are p~~ohibiting 

even one direcator, the stock of whose colr1p;ln-y m:~y hc owiietl in p i r t  
~ J I:L 101lg po~tfolii) of all in\ cstrnent caoIrlpi)ll? . 

hlr.. SCHE:YKTCRTllat is correct, Senator. 
Se~ l i~ to rT WT 1 nw:m 1do I I O ~see, in the part~culai' case you cite. 

\v11we thcx w-PI-c :my xvorie of1 by lrwving Clurkc 011 the ho:\rd ; nnd 
in many o t l~e r  caws he may l ~ \ e  many thi~igs t~bo-lllt other ~ ~ I ~ O U - I I  
Cl~icapo conrp:ulies which woultl I1a1-e been rnost vnluublr to the in- 
vestment t,rllst :md wl-llcre hi, wodd  rot have been limitetl. 

Mr.  SCHENKEX. i~light;  but  if tllr in\-estmr~lt triist 11ad not T l ~ t  
been afflliatetl with the hmlL :ml had tha t  informntion. t h r e  would 
have been nothing to prevel~t tlieni from sellirrg the stock; bn t  becnusc 
Philip ('1,lrIie was LI director of the ban~k, he could not make tlrrit 
suggestion. 

Senator TAFT.It w ~ d dnot 11ave been of any use in that situation, 
hut wotild it have been of any particular llt~rnl? 

Senator WAGNER.The entire amolmt was lost? 
31r. SCHENKER.Yes. the entire amount. 
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Senator \Y\i7ivia. If l ~ e  l~ntl not been on the ho:trcl. Ile could h v e  
prrvrntetl tlwir losing pcwt of the stocli'? 

Senator T.wI'. If 11e had been some outsider, he could not have 
made t11c suppestjo~~ to litel) t11cn1 fro111 losing ttle stoclL bccar~se Ire 
would ]lot I1:rve li~lo\l 11. 

Senrjtor \TAONER. That  111a)- he; hut 1 uotlld tlli~lk ~t \\'odd be 
bettrrif the entire board were frecof tiny kind of 111fl11enc.e from hankers; 
because 1 tlrillli you curl get o t l~er  n ~ c n .  Of course, 1 know that is 
ideal m d  tlmt n7r:Ire not going to get tlmt far; hut t l~en  there woultl 
he no chance trbout t l~eir  loyalty being conscionsly or subconsciously 
only to their investiiient trust rather than to outside interests. 

Mr. IIJ.~ALI..Does i t  not come down to the question of what the 
basic philosophy of the inves t rnr~~t  trust shd l  be? That  is, sllull the 
tliversifirtl trust wllich goes into diversified ii~lclustries arlrl invests 
snlall amounts in each olw td ie  m y  responsibility for the management 
of the companies in which it invests or sh:rll it take :I stnud-off, 
critic:il posit,ioii of those in\ estnlents? 

Se11rlto17 4 ~ 7 .I1OO1\ 111 it in rrnotlwr \I ny. 1 ll:tpper~ to 1,lioa of tlw 
t ~ u s tf~ultl of tlw ( ' i n c ~ l r ~ ~ i ~ t i  Illstitjritr of Fine Arts. \Ye \\-:tnt to get 
tllr hest  c'xcc:~ti\ r comr~~i t t~ r rto in~( ' s t .  \Tlmn (10 we get,? bye get 
t,hc pr~sidentof O I I C  1):1111\ ill ( ' i~~cimi t t i  :111(1\\-r :tat tlw p~esiclellt of 

b;t111,, eud n-r got the vice pl'esitlnrt of l'roctcr & Crwlnbl(.:~l lothe~ 
\ \ ( ICo. why'? Hc.t.il~t~r tl~irlk tlrow Inen will line\\ nlcm itbout w11:lt 

:tllyonr (h.'rlit~t is the only viry in u-hic.11 wc sl1oultl invc~st ill t l ~ a r ~  
trust wo~il(l bc r ~ m  SO you 11a\ e :I 1):~1:111ce$111 i ~ w e s t ~ n o ~ ~ t  of (Iesira-

no c.ritic.isnl of i t .  1 i l t ~ e ~ t i o l ~t d i t j ;  ant1 rip t,o ( { I )  I I~i~vt. :I little hit 
(11) ( 1  ) ;  it swnis to 1utb t1111t 111t1-y he going :I littlta h r .  

M r  HF,11,) .  11;ry I i r c i c l  11 \ \ o d  to n11:it I \sirs sayi11~7 LYllen you 
p t  out of t l~\ , t~~~sif ict~t iol~ a11111 you pct :m invest- wllic11 1 ~~ in r t io i~e t l  
1ne11t trust oulli~lg 21 p01t1011 of tllt' ~ l l ~ t i e ~ l ~ i n g  portfolio of t,he col- 
Ix)r;~tion,above :I rert:ri~l :rmount, t l ~ e ~ ~  .tins doe.; not :~ppl> 

,klt11011gltthe q r i e s t i~ )~~  t1w11 l )e ro~~ies  Serl:rtor T~F'I ' .  of (lisl~ont~sty ~f 
I I I I I ~ ~ I  in just ~nltler 5 p c l ~ r n t .grcnttr \ \eipl~t t h ~  

hlr. R a41.1 . ; h r ~ t  ill tlrnt lcii~tl of positioll i t  C:III I)? ilrgued t h t  
tltt colnp:ll1j- 1s titlijl~g rrsp~nsihilitv to sorne cxt,ent :it least for the 
~lliniagtvne~rtof tllv rorporation in \{ lrich it  il~verts. 

Senator \ ~ - . ~ G N I ~ ~ R .  1 Ail1 say t l le~e  sl~oultl be complete sepurution. 
and that in t l ~ elong 1'1111 i t  wi!l servc the better purpose., However--- -

Mr. SMITH.I shall run qulchly over tlww otllrr. ~ e c t ~ ~ o ~ l s ,  Sentttor. 
Scn:ctor IT  <axi,ij. All right. 

(f) is to t;~lie c.tt~+c hlr .  SMITH NO\\,  S P I I : I ~ O ~ ,  of tlle i~westrnent- 
b ~ ~ ~ I i c l . s i t ~ i i t i o ~ ~If tlrey Ilnve luore tllwn oue-lrnlf of 1 g ~ r c e n tin the 
portfolio of the i~~restrr ient  colrlpnlly, the11 2111 :ifilintetl person cannot 
clo t 1 1 ~  Tlltlt is to p re~e l l t  tlw inrestme~lt trust's being ~~~~( l e rn - r i t l ng .  
~ ~ s e t l ,so to sprt~li, ns a bird dog for the in\restrnent bi~nher; and we 
have T ~i iorisC : I S ~ S  trust was used to get broker-w11ere the i n v e s t n ~ e ~ ~ t  
age or all tlw other rlnoluments thnt the i~rvest~neilt  t~rokt r  looks for 
or, once he llns tl~enl,  it m:ly be 11setL to put them in cold storage for 
Ilirn. 1 c:ln give yo11 other ill~stratiotis of (w~np:ulies nfi l i~tet l  with 
i~~vcs tn l e l~ th:ri~l\ers, \ \ l~ere  30 percent or' 40 perce~it of the portfolio 
h:rs bee11 stwir.iiies \i . l~icl~ the?- hare untlernritten; nntl there is one 
it~vestnlc~rteoinpi11y totlay wl~icll has ITIII  i~rlil htls ;I prettv good 
I ccortl \\ i th 111vrstinel1t ht1111ie1s. Rut 1 hsve qliestions tthollt i t ,  
111?~ l f -tot :la to the 111tegrity but as to t l ~ c  policy. IYhcri they are 
111 less t l~nn one-l~nlf of 1 p e r c e ~ ~ tsitri:[tions, of course, that is different. 


