
February 24, 197§ 

Dear Mr. Simp~, 

On behnU of the President ,  I would like to re lpond  to yeur  letter of F e b r u a r y  3, 
197S, The Adndsdstr&timi suppmrta the eftorto of tke SSC to elimh~ete f lzed 
b r o k e r q e  mmmiuLcm ra tes .  We beUeve that competitive ra tes  will benefit  eur  
cspitsd marke ts  m d  lead to a s ts~nger  securi t ies  lnd ua~ry and a more e f / lden t  
seeuri t ies  market .  We do net  feel that the nat tan 'e  atock marketa will be en -  
dmsae~ed by  thie reform an you indicate.  

There  is no doubt, however ,  that competitive ra tes  wLU requi re  significant, o ~" 
adjustments am the par t  of the eeeu~t ie l  indus t ry  and lnves tm~.  Prnposed 
leaishtt ien,  S .  249, 81vea the SBC mere than adequate authority to dead with 
any contingemey that might ar ise  after  the fntrodueflon ef  zompetitive ra tes .  
The AdmJnists-atton will ,  moreover ,  eloaely ebeerve  evonto end be prepoeed to 
take necessary renm~ditl e~ .pe. 

('D 

In reward to the ruemrah  funeticm that b rake re  per/re, re. the Admfnin~etien has  
t~stifled befbre the Congress  that the provis ien  of S .  a49 wldeh descr ibes  the .~ 
flduela~rfee' lq~l authority to pay  for reaemrch with commission dollarn af ter  the o 
introduction of competitive ra tes  should be s trenEthaned aad  clarif ied.  A z c o ~ -  
fna ly ,  draLft imsauaae hen b e e r  fm, nished to a ssure  the f iduciar ies '  abili ty to 
pay  for r e sea rch  with zomudesion dollars° under  cempetltive r a t e s ,  without 
vlalatin 8 the i r  f lducim~ obUSet l~ under  Federal  or  state law. 

In eoncluolen, the Administration Is seekfn 8 not to des t roy  the c~pitaUstie system 
but s t rengthen it by  m m ~ l  that cmnpetitien fs the ruddinz meehmtmm. We 
believe that the e s t ~ b ~ t  of a natfmsal market  ta envisioned b y  S .  249, will 
inm 'eaN the eflicieney and l iquidity of our ucus4 t ies  market .  

Sineerely,  

F. Lynn May 
Staff Asa4mtent 
Domeetiz Gounel! 

/dr. Uart in B .C .  Simpson 
M~41n Slmpmm S Cmnpony. In©, 
63 WaLl Street  
New York.  N . Y .  1Q00S 


