Fekruory 24, 1975
Dear Mr. Simpsan:

On behulf of the President, I wounld like to yaspend s¢ your letter of Fabrusry 3,
1975. The Admdnistration mapparis the eiferts of the SEC to alilminste fixed
brokarage sommission raten. Wa bellsve that competitive rates will benefit cur
cspital markots and lesd ta a strsnger securities indusiry and o more efficient
sesurites market. We do net feel that the nation's stock markets will be en-

dangerad by this reform as you indicate.

Thare v no deubt, howaver, thet competitiva rates will require significant
sdjuntments sm the part of the sesurities indnstry and investors, Proposed
legiskation, 5. 249, gives the SRC morw thas adaguate suthority to denl with
any contingency that might arive after the introdustion of compatitive rates.
The Administration wiil, morsover, closely sboerve svents snd ks propesed to

take gecessary remodial ateps.

In regard io the ressarch function that brokers perform, the Administration has
toatifiod bafers the Congress that the provialon of 5. 249 which describen the

Adusiaries’ legail authority t» pay for research with commissien dollare affer the
introduciion of competitive rates should he strengthened and clarifind. Accord-

ingly, draft iangusge has boen furnished to assure the fiduciaries’ abilty 1
pay for rossarch with commission dollars, under competitive rates, without
vislating their fidusiary obligations under Pederal or state lavw,

In cencluston, the Administration o secking not to destroy the capiialistic syatem

but strangthen it by masuring that competitien 1= ihe guiding mechaninm. We
baliave that the estabishment of & nations] market {s envisioned by S, 249, will
inersasy the sfficlancy and Lquidity of our socurities market,

Stnceraly.

F. Lyan May
Staff Asaiztant
Domestie Council

Mr, Martin B.C. Stmpaon
Martin Simpson &k Company, Inc,
63 Wall Stresi

Hew York, N, Y, 10005
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