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The Researeh and Statistics Section has formed a part of the Tradin~
and Exehan~e Division since July 1, 1938. 'While a considerable part of the
work of the Sect~on is concerned with subjects under t~e concern 'of the oper-
ating sections of,the Division, 'its activltles also cover other fields of
interest to the Commission. In fact, with the exception of 'public utilities
and the problems specificallY allotted to the Monopoly Study,. the Section
handles research and statistical activities for the entire Commission.

The duties .and activities of the Section may be di~ided~ accordin~ to
their nature, into four'types':' (1) Servicln~ the operatln~ secti6ns of the
Commission, other branches -of the federal 4ove~nment 'and the general public
throu~h supplying specific informa\ion and answerin~ inquiries; (2) co~-
pilin~ current' statistics from the material collected by the Commission in the
course of its administratIve aetivities; (3) making special studies for th~
Commission to help in the development of policy and (4)cooperatin~ with re-
search and statistical sections of other ~overnmental a~eneies.

:B~fore briefly describing'the activities of the Research and Statistics
Section under 'each of these four.heads, I shoUld like to sketch the present
or~anlzational set-up of the Section. The personnel of the Section now COD-
slsts "0£ 26 professional and 34 clerieal employees (includin~ authorized

'vacane'ies,).'.All the clerieal employees and about a doaen of the professional
employees have Civil Serviee status. As a matter of fact, it is only for the
few positions ~aying $3200 or mor~ per year that we can employ non-Clvil
SerVice employees and in that ease the Clvil Service Commissio~ satisfies it-
self that t~e candidates qualify as "experts", which ~enerally means that
they Must have had a few'years practical experience in a responsible position
in some branch, of'the seeurities business. It is'our policy to fill vacancies
Or "additional positions created from time to time, wherever possible, by
promotion from the ranks and it has been possible for over about a year to
adhere-to that policy for'all employees outside the ~pert classification.

In accordance with the major fields of activities of the Section, three
sub-sections have been set up. The first handles the statistics and studies
pertainln~ to the stock market,' the second the capital market statistics and
analYsl~;and the 'third the statistics and studies which have to do with the
ftnanclal statements of eorpo~ations and with corporate financin~. In addi-
tiOn"'£o these three sub-sections there is a statistical pool and a draftin~
-,unIt' which serviee the 'entire Commission.

'" -
II

'r "shall be~rn t,hemore detailed discussion of the work of the Secti",n'by
describin~ its service £Unctions~ An example or re~ular activity of this
t~p~-is provlded 'by the Weekly-Statistical Survey prepared for the Commi~sion
and also~distributed for eonfidential use to a number of Commission employees
and 'among a few other federal a~encies. The \leekly Survey cens rst s of a
fairly'standardized text of three to four pages revlewin~ the developments
of the 'weeK in general business, the stock. market and the m~ney'and capital
marke'ts and a sta"tistical supplement of about a dozen pa~es. The ,treatment
is'entlrely'!actual and particular emphasis, of ~ourse, is placed on such
fl~ures-as are collected direetly by the ~esearch and Statistics.?ection and
are not available elsewhere.

~~ - - -

•


• f ~ .' 

-



- 2 -

Service work in the form of replies to specific inquiries emanatin~ in-
side and outside of the Commission requires a not alto~ether negligible part
of our time: There are first, of course, specific inquir~s from Commission-
ers or from other Divisions. At the present time, for instance, we are quite
regularlY assistin~ the Monopoly Study Division by furnisbin~ certain data
which they need in their work. While we have sufficient work to keep us amply
occupied at the moment, this is an aspect of our activities which we should
like to enlar~e. We feel that we have in our fil~s a considerable body of
material which might be of use to the operatin~ sections of the-Commission
but is nat always utilized to ~he fullest extent since, on the one hand, we
are not sufficiently familiar with all the problems of the operatin~ sections
and no direct requests for material which mi~ht be used in administrative
problems and, on the other, the operating sections are unaware that such data
are available.

We also have to answer a considerable number of inquiries from the public,
relating either to fi~ures which we release or to matters within or believed
to be within the purview of the Commission. We have, of course, our share
of crank mail, but I feel that the ~reat majority of all inquiries show a.
real interest in and considerable understanding of the work of the Com-
mission and I would rather have more of that type of business to handle ~han
less.

III

The collection and publication of current statistics derive~ from the
material comin~ to the Commission in the course of its administrative.
activities constitute, of course, one of our major jobs. We feel that it is
in this line that we have so far been of greatest help to the investln~-
public -and to students of finance, namely by puttin~ at their disposal more
and better data for formin~ a considered judgment of the quality of indivi-
dual securities and the character of trading on security' exchan~es.

The oldest series of current data released by t~e Commission are the.
monthly statistics of re~istration statements effective'under the Seeur~ties
Act of 1933. This series, which runs back to July 1933, was cast in'practi-
cally its present form in the fall of 1934. It presents a detailed brea~-
down of the registration statements which became effective durin~ the_.month,
indicating expected gross and net proceeds, costs of ilotation, proposed uses
of net proceeds. types of securities issued and type of issuers. It has been
supplemented recently bV quarterly releases showin~ various security charac-
teristics of re~istered issues. As you know, the re~istration statements
reflect only the intentions of issuers to sell certain securities, but not
actual sales. To remedy this statistical deficiency -- of practic~l import-
ance only for the smaller issues which are not underwritten and for inyest-
ment compariy issues -- we have instituted since 1935 a system under which
questionnaires are sent about a year after re~istration to small ~nd u~-
seasoned issuers registered on Form A-l. These Questionnaires .help the
Commission in formin~ an idea of the actual success or failure of the offer-
in~ of re~istered securities of this type. That such a check is necessary
is sh?WD by the fact tha~ on the avera~e not more than one-fourth of r~~~s-
tered securities of this type are actually sold.
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Some very important types of securities need not be re~istered under the
Securities Act of 1933, notably issues of the federal ~overnment; the states
and municipalities; common carriers; issues sold intra-state or placed
privately. From an economic point of view, of course, we need information of
all t~pe$ of securities currently bein~ sold for cash in this country. We
have therefore 'combined the statistics of re~istrations with information on
exempt issues which we derive partly from questionnaires (mainly for private-
ly placed issues) and partly from the usual public sources of financial in-
formation. As a result we have bUilt up a monthly series of statistics of new
security issues since January 1934, a series believed to be more comprehensive
and more reliable than anv one hitherto ava~~able. Up to now this series has
been used for internal purposes only but we ~ope to have an opportunity before
lon~ of making it available to the public.

A ~reat part or our current statistics, of oourse, has to do with the
volume and value of tradin~ cn national securities exchanges. Before the SEC
was formed practically the only inform~tion available consisted of data on the
total share volume of reported round-lot tradin~ and prices at which"round-
lots were traded on or~anized exchan~es. No fi~ures were available for the
value of trading on exchanges, n9 breakdown of total tradin~ by type of trans-
actions or by type of traders existed and nothin~ was known about tradin~ in
odd lots which, as has since been det~rmined, is about one-fifth as large 8S

total round-lo~ trading, nor did data exLst as to tradin~ on the over-the-
counter market. This deplorable state of affairs has been considerably im-
proved but not quite remedied. We now ~elease daily data on the total
volume and value of trading on odd lots in stocks listed on the New York Stock
Exchan~e and the New York Curb Exchan~e. We also make weekly releases of
dally fl~ures on the purchases and sales of members of the two New York
exchan~es. We publish monthly the volume and value of tradin~ in stocks and
in bonds on each Qf the national securities exchan~es.

In addition to these fi~ures which are made public curr~ntlV, we collect
a considerable amount of information which hitherto has been used only withln
the Commission. Thus we possess some information on transactions in American
stocks executed for forei~n accounts; on purchases and sales by lar~e invest-
ment companies: on transactions by the so-called corporate insiders reportin~
under Section 16 (a); and on purchases and sales of options on securities
(puts and calls. )

There are still two important sets of stock exchan~e fi~ures which we
lack. The first is information on trrevolume of short selling and the second
data on the volume of the relative extent of cash and mar~in tradin~•. We
hope, however, that some current information cn both fields will soon'be at
the disposition of the Commission and may be made available to the public

'after an adequate testin~ period. The most i~portant Rap in our information
on the securities markets, however, exists with respect to over-the-counter
tradin~. ~here are no reliable data on prices at which transactions on the
over-the-counter market actually take place and there is no information what-
ever on the volume of tradin~ in securities which occurs outside of th~
or~anized securities exchan~es. We hope that the or~anization of security
dealers under the Malonev Act will devote some of its ener~ies to remedyin~
this situation.
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There does not exist as yet a'publication which assembles the current
statistics which we collect and makes them ~asily available to the pUblic. We
have taken.a first step in this direction by preparing for the use of the
Commission, in qonnection,with.th~ Fourth Annual Report, a volume of tables
called "Selected Statistics on Securities and on Exchange Markets". This
vol~e brings together the results of most of the cu~rent statistical work
which we had been doing and is accompanied by a description of the methods
used in collecting the material, a discussion of its limitations and a summary
of its contents. The Commission ~ecently authorized the release of this study
to the public and we hope that the material will help to familiarize other sec-
tions of the Commission as well as the general public with the work we are
doing and the statistical mate~ial available in our files.

The material in'the "Selected Statistics" ends with June 30, 1938 since
that stuqy was prepared in connection with the Fo~rth Annual Report of the Com-
mission. Evidently the value of such figures is dependent on the speed with
which th~Y are ~ade available to the public. ,We have been tpinking, therefore,
of preparing a sort of monthly statistical bulletin, similar to publications
issued by other federal agencies such as the Federal Reserve Bulletin, the
Monthly Lapor Review and the Bulletin of ~he Treasury Department. Such a pub-
lication would bring together under one cover all the statistical and other.
factual material collected by or available within the Commission. Our plans
are still -in a very preliminary sta~e, however, and have not been sub~itted
to the Co~ission.

IV

The special studies are, in a certain sense, the backbone of the work.of
the Research and Statistics Section. These stUdies, dealing with ~arious as- '
peets of our ~ecurities markets, are designed to assist the Commission in the
current administration of the statutes and in the framing of policies and,
last but not least, to help us in the Research Section in clarifying our own
ideas.' I£ has been our endeavor to conduct these studies in as impartial and
thorough a manner as possible and to produce reports which surpass, both in
the s~ope of the basic data utilized and in the technique of analysis ap-
plied to them, the research work done previously or being done currently on
the same subjects outside the Commission. Whether we are liVing up to this
standard is, of course, not for me to say. This b~anch of our aqtivities is
only now, we believe, hitting full stride. In a field as uncultivated as
ours, from the point of view of really thorough work, it necessarily took a
considerable amo~nt of ,preparatory work, qll1e and effort .and the results of
such work gene~ally do not lend themselves to submission to a more generalpublic.

, , r

There is one field, however, in which work done by member~ o~ the pre-
sent Research Section has found its way into print, and that is 'par~ ~wo of
the Commission's study of Investment Trusts and Investment Companies~ That
part, which fills n~arly 900 pages of ~imeographed text, give~ a detai~ed
description of t!te development of investment trusts and comp.anies of all types
based on tlSeirb aJ.an~e.sheets and income accounts, the recor~s,_~f sales \~nd
repurchas!s of secur~tres, and their portfol~o lists; disousses .the owner~ip
and control of these organizations and analyses thei'r performance, ~d inves~-
ors experience with them. I think I am not claimin~ too much by saying that
this york represents one of the most thorough statistical studies of .a partic-
ular !type of financial institution ~itherto undertaken in this country by the
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government or by private research organiz::l.tions. We hope that this study has
contributed m~terially to a correct appraisal by t~e ~eneral public of the

'past and present status of investment companies and that it will help the Com-
mis~ion in arriving at its recommendations to Congres3 on the subject of in-
vestment companies and trusts.

Among the special studies which have not been published and are in vari-
ous stages of completion at the present time, I shall mention only a few of
major size and of more general interest.

To begi"l with the study most general in character, we have been working
for about a year on estimates of the volmne and components of saving in t~e
United States since 1933. Such figures are essential for any thorou~h
~"lalysis of the capit::l.lmarket and should be helpfUl to the Commission in
making a di agnosia of the 5ituation and shaping its policies accordingly.
This stUdy is also a good example of cooperative research. We have snbmitted
a preliminary draft to the CO"lference on Research in National Income and
Wealth, an organi zation in which uni versi ties, private research org anizations
and a number of agencies of the federal government are represented. The dis-
cussion of the preliminary draft, which took place at the recent meeting of
the Conference, will help us considerably in improvin~ our estimates and, thus,
in making them more valuable to t~e Commission.

Another stUdy of quite general 5igniflca~ce deals with the number of
shareholders in large corporation s and with the di stribution of ownership in
such corporations ~lon~ holdings of different size. Until over a year ago,
when we began to collect, on a voluntary basis, Lnf'orma t Lon from about 2000
corporations listed on national securities exchanges, there was hardly any
comprehensive material available on this important subject. We now will have
fairly good information on the size distributions of the holdings of over
6,000,000 common shareholders -- i.e., probably between one-half and one-
third of all shareholders in the country -- in a group of corporations which
account for probably one-half of tha total assets of all publicly owned cor-
porations. The material derived from this questionnaire in~uiry dovetails,
to a considerable extent, With the data on the holdings of officers, direct-
ors and principal shareholders which we receive under Section 16 of the
Securi ties Exchange Act and which have been summ ar-I zed, as of the end of
1935, in a statistical study released about two years ~go.

A very'interesting subject, hut one on which unsupported obiter dlot::l.
abound but factua.l material is lacking, is the comparative cost of flotation
of new issues of securities before and after the Securities Act, partiCUlarly
so far as small issues are considered. We have recently collected info~a-
tion on underwriting commissions and discount and other expenses for about
000 issues of under $5,000.000 each floated b et ween 1325 and 1929. We are
now working on an analysis of this material and a comparison of it 'iith
similar data for the years 1935 to 1938 coliected in connection with our
statistics of registration. Information on the cost of issuance of se-
curities registered under the Securities Act of 1933, I may add, has been
currently rele ased in sumIn.aryform and will be shown 1'1considerably more de-
tail in Selected Statistics.

I shall now mention three studies now in progress which are of immediate
inte~est to the work of the Trading and Exchange Division. The first of
these i's devoted to a thorough analysis of the odd-lot system. That system,
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which handles about one-fifth of the total volume of trading on NYSE exchanges,
has hitherto never been studies in any detail. 1/ The second study is an ana-
lysis of reports on tradin~ for cash and on margin by about ten different.
categories of customers during one sample week, the weel~ ended November 19, 1938.
This again is a field in which practically no information whatever has been
available up to now.

The third study really consists of a series of investigations some of which
have been conducted as much as three years ago, .and all of which deal with
pegging and stabilizing, the mechanism which is employed in this country to
"police" the market during the distribution of a newly issued security. Some
of these studies deal with w~atever evidences of pegging and stabilizing can
be discovered in the scant records now available for the period before, 1933
while others are devoted to an analysis of recent practices in this field and
will require experience under the forms recently promulgated. This is one
point where we ~re now working very closely with the administrative sections of
the Trading and Exchange Division. Under the Rules XI7, a great number of
forms is being received by the Commission and some of our men are collaborating
with members of the Trading .andExc~ange Division staff in auditing these
reports. These reports give a much more detailed insight into the actual .con-
duct of pegging and stabilizing operations than has been hitherto a~ailable\
and it is our intention to use them as a basis for a fairly thorough statist~-
cal stUdy of present investment banking methods employed in this field.

Finally, I want to s~y a few words about What, by its mere size, is the'
lar~est statistical study which we have hitherto undertaken. It is the so-
called Census of Americ~~ Listed Corporations, a project sponsored by th~
Securities and Exchanf1e Commi ssion, but financed by the 'rlorksProgress Adm~nis-
tration in New York City. In this project, which at its peak has employed.
more than eighty white collar WPA workers, we have abstracted in considerabl~
detail the registration s~atements filed on Forms 10 and 10K and similar forms
under the Securities Exchange Act of 1934. The material covers the years
1934 to 1937 and embraces about 2100 companies, mainly in the fields of manu-
facturing, mining, trade and service, and in the utility industries.- The main
subjects covered by the ~bstract are the balance sheet and income-accounta.of
individual companies and of industrial groups.of comp.anies; data on the. capital
structure of parents and subsidiaries, on offieerst remuneration and on volume
of sales, and a number of financial ratios derived from these figures. I
think I need not describe the project in more detail, since the 4ata have
already been released for about ten industries, and will be released in the near
future for another eight industries. We hope to be in a position to coordinate
the entire materi.al in a rather substantial fin.alsummary report which shoukd
constitute one of the basic publications in corporation statistics and should
~reatly facilitate and encourage the use of the wealth of relevant information
made available to the pUblic through the annu"al reports rendered under the
Securities Exchange Act.

v.

I shall close With a few remarks on the fourth field of our activities,
which I am inclined to regard as by no means the least important one, namely

11 The recently published report of Professor Hardy is, on many points, not
d6tailed, and thorough enough for our purposes.
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\~_ our cooperation with the research men in other federal a1encies. After all,
the federal government is not an aggregation of unrelated dep art.ment.sand
agencies, but a vast organization in which overlapping, duplication and wor~-
ing at cross-purposes should be reduced to .9. minlmum. ~~e try to do our Iittle
bit in that direction by keeping ift as close touc~ as possible with the other
federal agencies which do re&earch and statistical work in fields similar to
those which we cultiv~te. That is done informally but probably most effect-
ively by contact with key men in the research sections of other agencies. It
is .also done in so-called adVisory committees of whi~h I shall only mention
two exam?les, bot~ connected with large'~iPA projects sponsored by a federal
agency. The first is the Advisory Committee for the Bond Stannar~s Study,
sponsored by the Federal Deposit Insurance Corporation and co-sponsored by the
Federal Reserve Soard, the ~omptroller of the Currency and the Securities and
Exchange Commission. This study, which is still in its initial stages, will
collect information on every issue of bonds issued by a docestic corporation
since 1900. Among, other things investors' experience with different types of
bonds will be measured and the result of this aspect of the study should be of
considerable importance for instance for the Public Utility and ~eor~anization
Divisions of the Commission. The study is supervised by an Advi~ory Committee
in which five federal agencies, a private research a~ency and one financial
service 3re represented.

The second advisory committee, on which the Commission is represented,
helps in planning the work of the Income Tax Study sponsored by the Treasury.
It is not sufficiently realized, I think, that the inCOMe tax returns re-
ceived by the Treasury from indivi~uals and corporations constitute the ~reat-
est mine of economic and fin:mcial information and not only on fiscal
matters -- available in the United States. It is therefore of great importance
that ~aterial which is already available in these returns be utilized as
completely as possible and also be utilized in such m~nner that ot~er govern-
mental a1encies receive the m axf mum benefit therefror.1. The advi sory committee
was set up, I suppose, among other thin!1s .just for the purpose of m.akin~ sur-e
th.at all points of view be taken int,o.account in using bh e income ta-.;returns
for 1936 and 1937, which form the main fodder for the WPA proj~ct. Of l~atters
interesting to the Commission, which we expect from this p~oject I shall men-
tion only a few: more comprehensive statistics of the issue and retirement
of corporate secu~ities than can be derived from any other source; detailed
statistics of taxable tran~actions reSUlting in ~apital ~ain or loss, a type
of dat a which sllould shed considerable li~ht on t he trading habits of differ-
ent c~asses of investors; and statistics of dividends received by individuals
which would give us a better idea than otherwise obt af.n abLe of the structure
and diversification of the stock portfolios of individual investors.

---000---
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