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BOND B{TYERS DILEMMA

DEAR MS. MUMHY;

I AM A RETAIL INVESTOR IN BONDS TI{AT ARE PURCHASED MOSTLY FROM TTTE
SMALLER BROKER.DEALDRS IN BONDS AND WOULD LIKE TO OF'FER TIIE FOLI.OU'ING
COMMENT FOR TIIE COMMISSION TO CONSIDER IN THE NEW RULE MAKING T'NDER
THE ABOVE-CAPTIONED FILE.

WHEN A BROKER-DEAITX. CALLS A CONSIJMER"/CUSTOMER WITI{ A SPECIFIC OFFERING
TI{AT HE HAS PICKED UP OF A SMALLER ISSUE SUCH AS A 5O,OOO PIECE OF A SINGLE
PURPOSE ISSUE LIKE A NURSING HOME OR APARTMENT COMPLDL TI{E BIIYER IS IN
TI]E POSMON OF HAVINC TO MAKE A SPOT DECISION FOR TTIE FOLLOWING REASON:

UNLtr(E A T ]STED COMMON STOCK TTIAT TRADES FREQI,JENTLY AT PRICES I]NCTIANGED
OR SLIGHTLY CHANGED, T}IE BOND BEING OFFERED IS A ONE OF A KIND PIECE.

WITH THE LISTED COMMON STOCK,A BT.II'ER BEING SOLICITED TO PURCHASE SAME HAS
THE ABILIry TO TELLTIIE SELLER THAT HE WILL CALL HIM BACK AFTER CHECKING OUT
TTIE COMPANY. FINANCTAL DATA ON USTED STOCKS IS REA.DILV AVAILABLE TO
ANYONE ON TI{E INTERNET ALONG WITII TI]E FILING OF IOK AND IOQ REPORTS THAT
DISCLOSE THE FINANCIAL CO]'JDITION OF IIIE COMPANY:

AFTER CHECKING SAME TTIE BI.TER CAN TI{EN GO BACK TO TI{E SELLER AND PTJRCHASE
TIiE STOCK AT EITIIER TI{E SAME PRICE OR SLIGHTLY IIIGHER OR LOWER BECAUSE
TIIERE IS AMPLE SUPPLY OF SAME.

BUT WITH TIIE SINGLE 5O,OOO PIECE BEING RECOMMENDED BY THE SELLER,TI{ERE IS
ALMOST NO INFORMATION REGARDING THE FINANCIAL CONDITION OF TT]E ISSUER
AVAILABLE BECAUSE TI{EY DO NOT ISSUE IOK AND lOQ REPORTS.

TIIE ONLY SOURCE MAY BE TO FIND OUT TIfi NAME OF TTIE CORPORATE TRUSTEE
AND SEE WIIAT INFORMATION TIE WILL DISCLOSE,ALTHOUGH TIIEY USUALLY TAKE THE
POSITION TTIAT THEY WILL ONLY DISCLDSE CRITICAL INFORMAIION TO AI,I-
BONDHOLDERS SrMUL-TANEOUSLY, A).lD ARE RELUCTANT 1r) crVE INDI\,-IDUALS
PREFERP&D INFOR.MATION OVER OTTIER. BONDHOLDERS,



TIIEREFORE,IF TTIE RETAIL BOND BTIYERSHOULD WANT TO CALL BACK IN ORDER TO 
TRY TO DO SOMEDIJE DILIGENCEITIIEN BY TIIE TIME HE CALLS BACK,TIIAT SINGLE 
PIECEMAY READILY HAVE BEEN SOLD BY ANOTHER TRADER AT TTTE FIRM TO ANOTI{SR 
CUSTOMER AND AN OPPORTUNIry MAY BE LOST IF IT WEREA GOODINVESTMENT. 

TITEREFORE,TT{IS SCENARIO PUTS THE INDryIDUAL BOND BI.IYER 1OO% AT TIIE MERCY 
OF TIIE SELLER, AND HE MUST RELY ON TI]E INTEGRII'Y OF lID SFTT FR TO I{AVE DONE 
ENOUGHINVESTIGATION TO RECOMMEND TI]IS SECI,JRITY AS A REASONABLY SAFE 
INVESTMENT. 

SINCET}IE BTIYER NOW HAS TO MAKE TI{AT INSTANT DECISION, I RESPECTFULLY 
RECOMMEND TI{AT A RULE TI{AT WOULD PROTECT THE BI.'YER WOULD BE ONE IN 
WHICH TIIE SELLER MUST PRQVIDE IIIS SOTJRCE FOR HIS INFORMATION WITH THE PHONE 
NI'MBER OR OITIER METIIOD OF RESEARCHINGTIIE SAME DATA ON WHICH TITE SELLER 
BASEDHIS RECOMMENDATION, WTTH A RIGHT OF RECISSION GOOD FOR 4E HOI.JRS SO 
THAT THE BI'YER MAY HAYE THE OPPORTTJNITYTO ANALY4 TIIE INFORMATION AND 
MAKE HIS OWN DETERMINATION IF THIS IS A STJITABLEINVESTMENT FOR HIM. 

IT IS INTERESTING TO ADD TTIATMOST BROKER.DEALERS WOULD OBJECTTO SUCH A 
RULE BECAUSE THE VALUE (PRTCE)OF THE BOND COULD DROPWTTHIN TrrE 48 HOUR 
RECISSION PERIODIUT IT WOULD ONLY BE RESCINDEq IF TIIEY IIAD MISREPRESENTED 
TT{E DATA AVAILABLB. 

ON TIIE OT}IER HAND,BROKER-DEALERS SHOULD LIKE SUCH A RULE BECAUSE IT 
WOULD ruST ABOUT ELIMINATE IOO% OF CLAIMS FROM DISGRUNTLED BUYERS TTIAT 
FILE COMPLAINTS OR SEEK ARBITRATION OR LITIGATION FOR ANY LOSSES IF THEY 
DID NOT E)(ERCISE TI]EIR RJGHTOF RECISSION !!!!!I 

SINCERELYYOI'RS 

LEONARDBECKER 




