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PLEASE CREDIT ANY QUOTES OR EXCERPTS
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'oath Vl~ts to Know P1"0S(;.lt:;~ l,!fanuel F Coh en , Ch:o..h'ma;:;'r 2ecud~ies <lI:ll

E1~cbc_ng{:~Cornrni s SiOl1

~(:;io_

MR~ GRA~HK~ YOUTH WA"t-!TS TO I-G'JOrl"".the pendratir:.gll

rovocacive q,u~ionG of i)..mt:..::ic",.~s young pe cpl e , C:l'(:at~d and p roduc ed 'by
heodo re Gzarifk ,

Welcornl;; to YCUTHWA2 ....JT5 TO K:'10Y{. Our g,U;;;3t is Ivlanu~~l ?
chen, Cha.Iz-man of the SecuriHes and ~j~::h.;,jlg,:;Comr:::d3sion. 1-.11'0 Cohen i::,

11 with diBtinguisl:ed r govei-nrcent se:;,'vice"
e Rcckefel.Ie r Public Sez'v ic e AV.ro.l'cl and the :N'atio:.pi Civil Se:;Nlce League
Ilara. Re gulat ion of tl':.e secu:df;:£es ma rkez the p;:o;'ecHon Inve et.o r s 0

c :relationship or bus Ines s u~:d gove rnment , and SEC jurisdictIon az-e come
t the subjects about whic h YOUTH Y/ AN'Z'S TO Y.....1>.JOW0

Letts begin 01.:.1: queG~ioning by a panel of Waltel~ J'ohnaon High
hool students with you, Linde.

QUESTro~: !g the 111dLvidt"al in.veator en the cecu::::H:i.::-s rr:arLr,:,;t
coming e~inct ?

IvfR" COHE~N: No~ As a IT'..2tter of facto the numbe r of indivii.:lall3
growing each yearo B~ta good deal 0; the activity 1:.1the r:k.r.:d(e~is now con-.

':.~edby institutional bvestoTso Inntitur!onal Inve sto r c are mutual funde , t.itllKSp

2urance companies 0 But the !l1dividlta-l Inves to r usually has all bterest in ~booe
nels:>so if you look behind thos e things:> the number of indivicluo.!a h~i1.1cre~,t~ing
cUleudous 1y..

QUESTION: Su- II

fcrence between""illsiciers and
~alchance as the outsider?

wculd YOUT ideal world he onE(i~ \~...h ic h {he
out5~der8 was ended, z.nd the ll1sidel" had the
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MR" ~.ol-IE~ You meal: the other way ar ouud ,~,the out s ide r
!'-<".das good a chance as the b2L:1el"o I thbk ~hiG \,:0 ul d be the most ideal

It is p y something tlx..t C2u1t eeal i
cf. thbg3s becaus e not evez ybody C3..i.1. kl10V'.' about aU the det,::iJ8 of 8. buaine s s
211the time.

}!lRo COI-n:N~ f. cior~1t1..-:'\,.0";;. Th~"-t l':=:qt~h'e!Z so me kir-d or an~-- ..._-~--. ,.~' i' --"1 "j" ,.:jr.onormc p:;:ognOSt::i.ca.:l0.1 n::.;; 80e9 a l).,!-;;...o8 err ;::;'6Y011...,. r.:>.y C-!'-~',co l::-,,;?ef'(:;.nc:e 0

'm es sont ial.l y a pol ice man .....,..~:Co rcgr~l:ttOl.(, not an e':(_"i~C'-_ji::;fo):\~caDt~ro
ndoubtedly , it wo ul d have 30;l:~ E,[f;~(;(; on the ma rkec, bt<.~ I c?-r:.'t a~)n:ie!' yo:.!)."

uesti on in any mor-e specific te r mo tha.n that"

QUf~STIO?'':: 1,,11'. CC!1~n~ you often e:.::pl'..;s:::;the ueces15H:y of
c:gcl2.ting highry-s~:CU:tb(1ve tT;r:.tu.d fund s called 1-:';c;~ge {Ui.1:-;:.; 0 ~:(n~,.thas beer,
tccompl ished along this line?

IViR') CO.HEI.tJ~ I o.on:t tll7..:,1<X !J;;....jt:: C!l1.t::;;: Gaiu t~12.ttl I. ~11ir:]t I l'l~;,..v e
e{ezort'd to the fa,;t'thereTS-a. z..:ow'ing speculation in thl:: G,~(;ud~iG[" ma rkez o , and
b.3t cont ra r y to views hel d .E:O.G.1Gf.C....v yecy,'::s ago ev en rhe P:i.'oZCC sional rnan2:iiel"S
e.;! that they should become more active in thf;; iY!::.!.3'1:'2tG 0 I do '~\'a~:t to say one
h:.ngto avoid mi s ander-s tandin g, Specda.tiol'l is a. term whi ch /3011'2;;; pe ople I.:l~ e
s a l:;]'I';~Y woz d , Actl!9.!ly it dQ(3G;;).~t have to her. Si.::ecl'lnJ':10:l i:rlay go 0:1., Ii; may
ct be against.!:he 1a,\1/. Th.::i:'(; ar e ofheJ: types of epecuJ.a\:io:,'} '.;!:~~.chmz..~T he urr-
''."Iful.

I:v1R~ GRA?HK:----~
MRc COHEN: "..Tello ther,3)S d. sei.'icrw que st.ion in this a rea ,

hethel" it shot:I'dT;"p'z';;;;tlSd and if it nhoul d be p::<:.veatedv by whom? Just;
(:c~t.ay I had occaaton to exchange cOl'respclld-=nc~ with the Cilah'r.c.an of
e of the Irnpo xtant committeeG of the Ccug res e , in wlric h r h'\r.Iicated ~hat
ib b a matter of concern to the Commi uaiou, y.;e1'£e w2;;tchiug it closely to ,
3lu'e there are no ircpl'opl"idies goin g on , and weave expanded our activit:.t.'~s0

ut going beyond that, it'r8.ises some secIous que szions whethe r 0:;;-not the
V'e:::nraent ahoul d ir..tei:fere \.vith ito so long ;1S it is n ot patentl y unl awful ;

QUESTIONg Sh.~ because of the gl"eat d6e i:.l th e numbe z of
:3titutianawhiCh now oun stock, is it po sc ib le th~t ill the futur-e e.ll of the
cckwill be ~wned by insti.tution:J ?

si'~uatlon" robabl be • zed in the very natu re 
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~COH)J:~ Well, some people are conc e rned about this"
Andwhet.he'r or not that is achieved, you. a r-e puttln g your finger on a v~ry
:mportant and very sensitive a rea of change in the s ecur it ies ma rket s today.
rFh' t'L. .. , h ' ,
11 e 1ns =:L!;UL~Onsarc necornm g U1UC. rno r e !.Uipozi:an£ in tho r'..:2.::ket, and much
rnor e important In the lives of the Ia r ge co?'poJ:a.tio:;tS~ A:10th~.s is beginning

b J: C .. t <.' , 1 , ," .' •.'.0 G OJ. Ol1.Ce1.n 0 many \.l.llil.::Elg peC;?E.e, p eopi e 111 tc..e gov e rnrnent 2.flCI pe op ..
in induGtl'Y~ \Ve~J:e aU studying it" A;::d £'31: some two years new rve been
urging dl pe opl e who have &11 interest ill this t:latt:"(::l' to study it C'.. Littl e ha ...de c
and perhaps to think of some good answe cs a little BQOUero

QUESTION: Ml"- Cohen, 011 the subje ct of rne r gev s , there ae zms
to be two i'eding; :b ~York about this 0 One , t};at-'="lhat is the present s:( uat ic n
of the SECts investigations c n 1:-!e:t'ge:t's?

l\1R~ COHE:-J': V{ell. wa'l'e not e:<.2.cf;!yinves!.i,z:;.ting mer ge rs ,
Clint. We 111veS'Bg'lte a ~rge:r if there is Game bas is for feeling tp..at'it has
been effe cted 01" ie about to be effected in a rnanne r t hat Is u,Ll.,;-,\'lful g that iSQ

by the use of falGe and m is Iea d ing s ta.terncut s OJ: the orni ss ion of material
~fo1.'mation? Me.r ge are inv0sHgated by the Depa s-tment of Ju~tice eca us

of the anti trust Iaws 0 Vit:J cU'I~concerned wit h it oLJy be caune thexe Is a gl'o~;illg
eudency , a fast gr owing tendency ~o conc ent rat e good deal of industl'}" \,,'ithin

thE:fr arnewoz-k of single co rpozattons which has g'vel! ri~;;c to the so ....,:aUcd
conglomerate corpo:i.'~J.iou.) I don''t like that wo rd , but th;<.t5s the wo rd th:?,t Ls
used,

MR, COHEN: "Well. I don't r eal Iy know" I tIlbk we C!.:;"U conc e l'lHld

.t the moment Fila?; thereTsnVt enough infol'n'lati,on available about their va rf ous
ctiviHesp and for some little >IItHe now I have be en 11~:gingthe comparde s , the
ertified Pczblic' Accountant s and othe r people ~ntereflt:ed in t~li3 subject to begin
o set guidelines :30 ~hat bette? lu:\ozmaHon would be c~vai1ab!,;:::0 the A:1.10..-ic;n
nVt:~6tor" There is one point: which I think all of you ahoul d unde r cta nd , The

~<:l!1'Hie9 and E~~change Commission is pol Ic man bind it if! 8. gul ato bl:t
ta basic job is not to .m:~,ke.de:d81ot!B fOi: ether peopl.e in conne ct ion with inv eat ....
~nt8o is p informa.Hon so that investO?9 you
ouand you and your father and mothez can reach ;" decision on your own, or
ith the a.ssistance of a banke r' or a lawyer 01" someone else ~.-OU t?usto

QtTESTION: Mr" Cohen , what hs s the SEC done to simplify..... -
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compa.ny pz-oape ccus e s so that the ave r age Inv e s to r- can make efrecf:ive us e of
them in his economic decisions?

IvlR. CO HE?,I~ WellD \ve've been wn:ddng C11 al~S for ~1r..1o:3t35
yt:&.!:s. And so~;-;o?ieth,h-;~, W~ me ke no pz-ogr-es s \t!hat::.o';:n~..... And in r.OL1e

areas they are quite correct, T :1(3 iwoblem is th~: il1~uSt:;:y ::c b.:J(.om~l~g reo :~
complicated. And as it bf:~cor'-j~:;; m01"G c ompl icat ed, i~ l;c.;~CG a Goed d.2d ;::::01e
to e,q:laln the bus ineas so ycu CctU rneke ;'2.11 info:n:nzd de ci szon , In f;:.1... t.~th:b
goes back. to the p zevious quest.ion , Son...13 :ndl1Strief~ are so cc.rnpl icat ad f hr.t
z; great many people a r-e not abl e to CO?8 \'Jith the ;n~rm3_ti::n< J3ttc th.::y do ra\'e
a baHI~er O~. a Iawye r O:i" an <;~cc ounte nt 01' eve n a t';;.c:..ch~:r \ -;r() i.3 cornpet eot ,
a per so-i whom you trUtit and ~.<.ho C2.n hel p you rnc ke <:t de ci s ron , Al1.c\ I :'lhc:li dn It
e:i~cludethe broker" There ;-:'t VC1'Y many zepucabl e t:.'c-l,::r.s who can help ycu
in this a rea e

QtTESrfION: M.;:. Co he n , on the subje ct of di.s cl os ur e , you r
organization accel;tS£lr~a;ci2!l Gt:Ct.tements if. they <ll"C:' acco ropan ied by f?vor;:tl)le
opinion by an iudependeni at: countant . Why have you done thi t: ~nGtend of pre.
mot ing urrlv ez cal, methods of di.s cl os uze ?

MR. COHEN: Well vre don't ask for an opi:.1io:l wlric h is f8.volabL~:,-.._-~-
and most a cc ountant s do not exp re s s a po int of V1.'2:\\.'o [\~ll they sc-~y in the c e r Iifl ca te
Ia that a financial statcme at has been pr epar ed !.-n.accm:d&-::lcc) <.lith the p rop e i-

rules and so on.

MR e GRJ\[HK~ VThat you're really s eelcing, tho:\ghD is disclo su...e ,- .... _ .. ..-...-_-
aren't you?

MRQ COHE:'.J: Exa.ctlyo But r think you ve got t: good questio'1<
We h::-.ve almostunlimrt;'gpc'J'H' to set the r ul e a with r e s pe ct ::0 d is cl c au re ,
In thi::; az-ea , the Co mrrria s Ion ha s tl"D.ditiol1all y felt i:h::,tif: should work w ith H.e
profeHsions and wit h the indue t r y to PUS~lthem when necos aa r y to encourage

at other timen to the rl1!es, they have g:.'c,,--te:r.
Or at least as great as ours. to aU the problems & and we do brve c~policy
further that when they do devel op the rules, and vee think they a ze all deb!:.
Weill accept them.

MR
Q

COHEN: No it i8n;t~ be caus e I th ink '....eqn. a ch ievnd a f(,'~'rn
of disclosure i~ UnftedS't~~tesnot aha r ed anywhere e1Be in the world. eve n
in th03Q countries from which we b'orl"ow(~d this scheme p Eng1.and p {or exa mp-le ,
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'pUESTIO:~ Mz , Co hen , the Ia r ge volumes of c;q;.~al c ont r olled
o,r hlveGtment companies and mutual, funds ;:oday enabl e them <'0 man inul at e l he, ,
market to a great extent. Do you th:.nk this is [d::.- to the sm.~,l1 inves toz-, em::;
00l.!S the have any for 0:;: techniques s<;,n~:ticn E; o::';j"",niz,,:ttion.s ?

lv!Rc COHEN: E.f it: is m"'-1';.i~Jl':~,,-3:ionl' \,'E: do. E,',~,'::: ts.ke ~t ycu/:;'e---~~~ ..
cdng the wor-d m:~.l":ipul2tlon in a non P~.:c:'"'2,Uve s e n ae , Yet! m er;n tIl:: t b e cs.u re
of tQ.E-l::.- powez , they can affect the ma rket , This ie "'.n 2.<~ti',ri~'i';..hich -'Ie Z. ... E:

v;atCh.:rlg ve-..:y cl oae l y.

ff'M> .... ~H~'~~ V ,.. I .' '1:::.:~:~ \...~~. _ou z e U!-jl!)g s , \"l•• nrc !11 ,t4. :)~rt:a.cv ...a-.t
a violation 0 c onv inc.ed ~:h,,:;; th\:::.{~:"8 g as

~:i..t of a. cons pi rec y, or an aH~m.?t to mo.n1pl':1::..i::~ in tlie eenc e you use ito 1: is
a fact, however 0 tha t the s e l):.'ofesslonal a:,1S1;; g::::;:s \":1:0 \,')(;;i1:: ~o {;h.~'8<t'n.; schools
and who read the same books arid who Ic ok over ee.ch o:;her~s ahould er s , de rave
a tendency to act in conce re 01" nca rl y in C'O:jC'~l t 0 so that th~~l' acth~'jtie(3 {;.;'.!l. ra.ise
or Iowe'r the p rfc e , depend in g upon th<;,h' p:n:'ticclC!.r .rct iv.it ie z , Now t.hi8p or (;OU1'S~~

dOBS mean that 2.t pa rt icul a r tir.c{~s0 Inve st o r a vzho 2'.;::eacting on t~lei:: O'Nn may be
caught between these fcr c e s , Vle az-e -v;<:I,;;ch:ngthis vr:::,l'y (;a.1:'t~fullyp arcl it i!. an

W~ 'a,:..-e; rnr.king g~i.1.ei'dly \.;i\;h ~'eept:ct t'J speculat a( 1

, QUESTIQ:\J: 1';':1'~ Cohen , going back to ;..;hat y':>U we ...re sG1.ying ;)(;£o1'ep

why isn't it po~';Jhle 10i-"the S~.£C to prepa.l'e a maga ainc COl::',-:~;'\2ble tel Con surne r t a
Guide to aid the 11'l;,estor?

MR, COHEN; Wellv we have a !ih;J.c r.r.aga/.;im~" 1'm gl.~d you a sked ,
It is called "Th~o~:rt of the SGcu.:d;:ie:= and E~:-.:hange Ccrnrrrin ai on ..II It dee rm't:
have a guide to advj se 7foU about the tedll'Liques of ai1Lly:dng Gec.Q1"IH'~b and c1,~f;er'"
mining what to. buy. because ~iwe get illi:O thu.t acdvitYD no t~~(~t;;el' 110\;,'ca.r eful
we would bell we might be in the po£~m..e or az ying things \'lh::~h wOJ.11dSUgE;0::!: one
or Clllot-hersecurity being beteer 0 and tli;:.:(: is not QUi' fob ,. Bet w~ do cave some GO

thing we call a "W'au-ning to IllvestOl.'$J II ;"1.udr'l! be Q.ldd to Yt:::d it.: to you Ie.te r ,

QUESTION: What woel d Y0--,u do if you wer e a beghmillg per son in
the stock tr..a.rketaiid' you wanted to buy stock? Whe,..e could ~!oa ao for informa ..
t:'on on exactl y what: procedure you had 1:0 follow?

MR" COH:E~~ WeUD !wo vl d find a :t'eput2:.ble brd:e1". end tht'.:,e are
a great many oi1h;=m. I w;-cld liste-n c,;g'efully to what he sc~~dc Ii he makes
l'l:CommendatioD.s I would ask him to wr~.te ~t down , and th en I v-oul d keep tb~

SEC ms to the s 

'" ' • ~ 
r woz-o e z r rr ue 

ca se , is of Ir.w And Pm not d oin thi a 

aspect of the s tudres ive iv lt le.s , 



9..!:!E~!12~: BOot the SEC has nothing to do with this at al l ?

MR" COHEN:
..:.Lh ee spect to th~ p;:~
;":,t:rit cf se cur itto s , If} fal.":t,

QUEST10;.I: 1111"0 Cohen , h~ve the c o mpute i-s caused a d ra st ic
c.h~ngt::in the stod"m~rket?

lviRo COHE::I: I dOlll!; k11.0\,;'0 But cornput e ra ?,!:e bc1.no- u sed VIHV"""-- ___=_ d ..

w~dely now by peopl e v: ho a r e ~n the bus ine s s or a dv i s ing ot her s , 'I'he r e a re
L. , I 't. 1.. 3 .. , #' C 1V2.r:WtlB"'YP~:;;B 0:( rnve st ment .;.:_-!lC~~ 0~'.seu on va rrous t.~r:':lnq:.J,G9" '.JonJ~ peo c e

Iolkow just the rna rket a.ct ion , ThE.y a r e not muc h cone 0:i'uec1 itb. wh'.; t s.r e C'..dIed
f h f ,. 1 .' t t .' , I'j> "... }' t, .. 't, 0 unca menta 0), Co c ompa 11y .nac 1 S fl W nc:.; 1 a P..:; ::'I.o;.'y K, G neen 0 ',,, nat 1 S p:>E.l"

lion 11$now, and 'where they think it vlill goo Th~r~l'e in'!;t.-l'(:stE.d in the ma rke t,
so they use the computers fol' th:'i.t purp os e , Howcv e r , cornpute r s are al s o be ing
used fOl' this other purpose", For exarnpl e , I know that sorne firms ha ve inf.H"<o
mat ion which they tape l"~g!.i1drly so that any sc:l<-:smc:..n in any one of th ai r of::5.c:es
throughout the wo zld call puah a button and in a 1:1i~1.ut<a01. two he gets a l Ittl e-
sumrna r y about a pa i-ticula.r c ompe.ny , Now the s e th ings 2.1'e movi ng Lo!'\-vard.
Unfortuuatel y, the advanta ge s of auto mat ion are not be.i ng uued E.3 wrdel y a.s
I hope they v,i11 be , .

!vIR" GRANiK: Cq"1 we look for an a.utornared b r oke a.. t hen ?

!v{R"COHEN: Well. Pm not sure V!c;;Yll get to that , be caus e a
ma.chine can it think and it is onl y as good as the per aon who p ro gzam s the
machine.. So we do get back to human judgment,

QUES'rIO.:'>J: MXQ Cohen , in you r est imat ion , what does t.he Dow»
Jone6 average mS'an tocayp and can it be used as an ~rfedive trend i.11<iicato"r
Ior our higI->Jy !luctu&Hng mar ket ?

MR .. COHEN: Wel1~ thB.tg6 211o~he:r good que st.ion, and one th.rt
10 being debate~l'Y wid'S'"fy, 'I'her e are many people who feel that: the Dow -J'oriea
:\Y\':l'age perhaps is not as useful a s some of the otbez' ave ra ge s , The Dow-Tone e
'\verage is all average made 11flof a. limited numbe r of aecuzitiea 0 There ar:e
other 3.verages .. The Nf:W yo!':....Steck Exchange has a.n eve ra.ge which cov e r s
all the secu!"ities listed on that exchan ge , Standard nnd Poor have a number- of
aVerages 0 One of their averages COVel"S 5eO stocks 0 1\J.1of these averages
<l.reused 'by people who are dudyiug the ma rket , and eo mef irne s you may nct ic e
that the Dow Jones move s one way and S0i.1:1e of the other averages move in h

alightly dif£el"e~ way .. But ove z the long zun , 80 far as I know , most of these
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tvel"a.ges generally move in the same diI"eetion~

QUESTI01'!: NIl-0 Cohen , '-'Fillthe SEC 2'~ctin o.n:r wa y on the
Ncent suggestion of the Ame i-Ican !llstit.ute of CPAls?

~'_~<?E~~N: They!ve made quit.e 2. fG-.Y. includi.ng so me \V~i ve
.>,:.gecstedthat they make , Yculll have to be rnoz-e spe ciftc ,

QUESTION: In relatton too r 0 ~.-~- ..
MR r GRP:.~IK: Rernernbe r the Cha.Ir-man has been the:::e ma ny

ycnrs and he kMWS1'heSECo

QUESTION: T'he companyta reports so ~h8.t they can be
compa r ed , one -;;or~1'PclDY toanothe r ,

MR '. COHEN~ 'i~hig ha s been one of the things c: COlli: w hi ch PVC

been making Gp~'1CS -fOi:qlt~teawhil e , And I rnust [;;:0;.1 the Arne r ican Institute
or eel-tiffed Public Accountants is movin g, and moving ve:ty e~:peclitiC'uslyDill

~hi5 ar ea , I think they ' re making r€.al pr cgr es s , and 11:hink :.r!.the coming
months they Tl make a. great deal l""•• ro re 0

QUESTIO:-.l: Can the SEC do onyehing about itJ though?- -
MR., COHEN: Ye s , If they don1t mcv e as ..-2.pi(J1y as Wl.3vd Lik e ,

01' they come up \vi.th the w rong answe r s , we can write ouz own rul e s , And our
rule/:; control"

~STIQ:~: Which would you pr efe r ?

MR 0 COHEN: I would pzefe r to have them cont inue to «raw t:p
tbe standardso "'V;""iththexesidu,tl powe r which 110"'1 exIsts in the SECD to write
OUrown rules if we. a r e unhappy with the ones they develop,

QUESTION: M1'o Cohen , do you advocate a chan ge in the rules
ofth~ va.rious exchanges governing brcker s, which pex mit the ps-acttc e of give
upor give away by the Commission when they d~al in Ia.r ge vol ume s (OT the
'1t!.tiousinvestment companies?

MR., COHEN: Yeo VIe do , The give up and f).ve away i:3 a vet:¥
COtnPlicated subjectQ Plffiy to simplify ito It relater; to the situation whi ch
'ii'tees when Ia ege transactions e re execl"!.tedby c. broker p but because of l;he
SiZe of the traneaci:ionp the bzoke r is wining to ghre up a. po:-Hon of hi3 com
missiono N9w the New York ~tock E,.~cha.ng$ hag cl number of zulcn , but de cpiue
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all of its rules it permits a portton of that c'ornrni s s ion to bE: given to anotho r
membel" of. the Stock E::-::"';hange~.and that's usually di;:<.':cted by tbe profes stoaal
manager., typically in the mutual ft::.udJ> to 2. b rokev who i.TZS.Y he conternpl at ing
on sell~ng the fund sba r e e which he lnan"",r;eso W~; have r eco mrnended do in.g away
....ith ~.tbecause it compl ic ate s the st zuctur-e , it cocfH1h; :i"0S:..~t in a s;:,-J'ings t o the
inve~tol"o Vie belbve there should he a volurce (ES(;Ol~,l:;, so i;iw.t the beriefit s.
...:oold flot"1 back to the inves~ol"~ who is ltEDUy the por son the.:: x:e<!liy 0\V118 the
il'lstituticnal Inve at ment ,

QDEST!O~'J~Mr , Cohen , what de VOl! think the CC~d3 are ~P';dn.5t
--~--.... ,; ..::>

a ma jor depz ..e s s io n , lei;~B 6C!!Y~ i.n the next i5 ve<tl's? And ~'/h;3.tb~tS the SEC done
ill the past 15 yca r s to r edu ce these?

1-AR~CGr,EN~ r to!d vcuD th'='(~8 net mv busin(;-.Js (:0 p~>o~no5ticai:e__ -...=..__.... ~ t;;:

in th{'; ma rket , But' 1. call say ri13.t a g;:ea.'f: many f"~op:e ;-":0 e.t:« Vt;,,:y co mpet ent ,
and ve~y knowl.edgaabl e in this ar ea hc.ve ::>:1g[:;Bst.:d tlt'::d.: bf~C.M.'se of a nurr.be z of.
thing s , and the SEC is not 1:.~'C'e8sal'i1y f;he moar Irnpo rtaut , it'g Ie s s likely 1hat
we would run into a situc..tion such as cc cuz-r ed ia th~3 ccunt r y 111 1929. Novz I
happen to believe (hat pe r ccnal ly D but thi~ i<:i not p",.edicdon"

QU'ESTiO::J: Mr , Cohen. Game pe opl e feGl th.:t~ the SEC h;H:S :;teppeC:
up iti:> authorltii;:" th.e past few yeaza 0 I::;zhi s bl;l(:a'.lS e of a change in Wall ~h"€et
ethics?

.t>f1R.COHE[~: Thir.; is be caus e they have Co Cha irrnan 8_t the K€C
who ~a very act~;-in.pa~ ;:,"[0. s:::dou:::lY9 W(:: l-ave a. gi'\;lc.t deal of Inc r ea aed
activity in the sec;;lu'iti~8 ma rket , and when that ra.ppe1'l!;;v i{:~slike a honeypot ,
It draws a Io¥: of bt:eB to th.,,; pot , We have 1:0 move in 1:0 be uur e thc:~tthings ar~
being carried out pr opezl y, And» in any event. t hi s Is a ve::y clynnxnic 111du£tl"Y
and things ave changmg an the timeG And to be p rope r gove:.-niugD we have to know
about it» we have to follow it UP9 and sugg.::st change s in the 1'01es when th~:.l. se ernn
appropriate 0

QU1~$T!ON: Do you i'et.::! that the eth:ks on Wa!1 Stl'",et ar e chan ging ?-- ...-
MR, COHEN~ The ethics on Wall StL'e-~l; have changed? The'{'ve

improved a gre'itCleal" I thin .. thel'e7s e~Hl a little zoorn fOJ: ~uL.th~rimpro',~ment.

QUESTION: Mr e Cohan, could yOI1 tell me to what exi':ent the
Federal Reserve Bo~-and the Se.~u.l"itiesand E:Ech2.nge Cornrnis sion COOP(~J'a.te
to regulate trends in our economy?
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M..~ CO~; Well" we don7t c oope'r ate \'li~h t he Fecl.ei'::...l Rcue rve
BOCl.l"dli nor do th<::y vTlth U:J except in. one limited ar ea., a.nd th,:--=.Cl"~latet; t o mal't-,rin
u.'al1sactionso Under the at.a,tl!1:ee the Federal Regervc Boaz'd [h~eG ~:h.'':: m::::i:i;iil
l'cquizements" You knew what ma:;,<ghl l'e(~l1ire me nt s a ze ,. 'i71~:l you ".'Zi.1t to b\.~y
r,~ct!rities and you dontt wanr to r~;y in [Ll1.lv Und0:i.' th.:= rule? ;::'f3 Gpcc:.{ied by rhe:
FBd(';;:;:al Re se rve Boar d, you can 'f':.cytc~<:.yp £'01" e.1:.2.D::.:)l<:;:,CLo.'i.y 70~1c or tb.~-: v<t't1e ..

tile can nd 30'lc;~ r;: E"E.ci.6~al 1-\~~sGl~.. ~ocG ';~11 change t:-":1t
to lOO~~ oz dCT,J.'nto lO%r and it h2.-3 in the j?:?-.stn 2\!o,:.","they c e; the rules but we
~ve to enfozc e thC1TIc And \;0:;: do Y10i:."k. i;oee\';h~C'c Bnt , I dor~:t. want 1:0cvel':H?te
the sctuati on , 'We exchange <", g1'82.!: Qed of i!1fc::"r~::'.:'iono They ,..,'~l1t h.~torl,-nd.ion
that sre gather g and we want a Lot cf ii1;Ol'n'l3J:~onthat f;~~eygathe r ,

QU1~ST!O.:~~ r11 l"ef(:re~ce to thi s , \\-11Y is it tb? ...t tho l'2..ill'o:.!.d
secu:riti$1J co n~O"rrie ~D.cl'':;:: ::'~G !'t-=gulat5.c1l3 of SEC?

1,1300 COHEN: T 1'''::-1-1;: 5 a Congre s s icnal dedsiono Thel'(~ is a
pr ovis ion in. th;-in';B~Co:::-."':it"r.~7.'ce Ad wlric h V(~6:S in th0 Int:?::stQt.::: Corr.me rc e
Comrni lon author it y 1:0 deal '.'lith ra.il r oad cur-it ie The fa::t of U:e matt r
ia, if you Look at a prospectus in conuect icn \,';.'ith i.'aib:oad sE";cul'i~:ies J i~ Iook s
pretty muc h Eke 2. pzoap ect us for oz dinax y inclu:;t:.di. ..t.l 5el:u::ities 0 B:.::.t that" s
a statutory de ci s ion, or I should say a Congz-eus iona.I dec is ion, i'eflected ill
the statutes &

omrST!ON: Cohen , it b aa.ld th,:ri:
fund:)have the ;ani"e effect as the outlawed pcol s of the 202ao I£ this is 130p \lhy
haver\2t they been outlawed also?

MR,. COFEN; Welle th~l"e has been talk of this natur e , and 1.t. is
a hotly ccmtest;d ai1d"'deb~t.::d is SL'.G. The face of the rnE:.tter goes back to one of
the earlier que sttons , we~:;.-elooking a.t this very ves:¥ cJ.o3<:~lY9 and wb.ethes- or not
it is a pool opezatfon o~the kind that occ urz ed iu 1920's when they engaged ill
uctivities which today would be cont~al"Y to law the ee 8ctivitie3 by th.::ir ahe.e r
size do neceGsadly affect the maxket , But the question arises whet he r the
government should h'lterfere with that , We are th~O?"2~icSlJly l1QW in i?~ context
ofa free market" and once you begin to fool wit h that , you~!'e raising iaaue.s of
Whethel"the market should be fr ee or whether the government should btep ins
anddecide what is best 0 This is a tough thing to do ,

QUESTION: M~o Cohen, on the subject of the Vidnam war"
if a sudden rec~liar:io~wa.13 zeac hed , woul d the stock ma rket have to
ter.aporarily close?
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QU:6STIO:N~---as s!',cSinctiO~1o
\'len this

IvlRr. COBEl~l; lt dlcc Tl:.~ ;~~-cc-lc 1::_t~:2c{,)r c:jC'~~2C:: :!l! :~1.J ~~:~t,,;l"~';Otl~
,....--... .......~~--

YOl'\ r ernernhe r tllt;~ 11~"\.S :~:..)cu~ hi s c...s:':"~Z~i::if:\XC'11.;"~:3.t:."t cC'_~!i-:.."l1.1~3. {1~t:;.l :'_-;"o~i..1.d
."'~oVclcck~ So th",v,'lOr"'~ .fo'~{';...,.1.., ,-->-, oJ".., " r.-" -"

'*oJ 4' "-- o~u 1.';'.' k ..._~.(.."*'c. z; ~:.1_ .: f.~--::~~!!OC:i:to.l 1 t:.-a.~J c!.{..n.,;':-0. tec'
lc.,110."liilg bus mess day , 1:cc;.11y r..o~: hc(:e~t~S0 the"r \~~~~c< (;01':'( L:i:E-d ~.,1:0t:£. rhe n r:..~~-;:et;.
b~lt :i1 110l10:l:" and ir~co nc e i-n 2-.=-;0 co r r or/ fc;.." t:1(--: l or.s C;~ Ctt;,," ?:'~<...~1dent~

QU.1:STIO)J~ Mi.'" CO:i811.,

h~!ppcn 011 the ~rock n1~Z;.~t tF ~?;_1t:.:.Si'~v~1~

cow n :"G~].S: t;-,~ f::'L .=:.:;. ~c~z~ 0\ 'rlhctt wc.ul d
~foi1.~1uGli.~~ S~.. -;I_~ :r.!.QS0:: j.".t C:\')ngre:::f,?

MR, CO.HZ~'J .. ~'ioI <ou1t.h."t~ i d::;:l"t !~'J.:J'.'.-<..-.._----~-----
QUEs':rl0:N~ i.'l:1':"f. C7eL.'aU ~ff<:.~[G ::1.:"'---2 i:h-=. :;.',~c.0nt ,'20~:" hz.d en

the Gtock rrlal~k;r:-::.::---

MRn CORE:'\[; If I rna ..)--~r!~~:-.>l'lt::"~>1. COj1"t dnnk L~I? is :;oir~gto ".ol:Je,~. _ .... ......,--...--.-

QtJ-:-~ST.IO:--1~ Th~l'e G v ern s to be: ::!.. 50 .. ')C CL~3U<':C: in Cong.r eu s ,-...--------
!v1R .. COI.rEi"]~ 'I'li~l.e is CJ. QtJ?:>:.::'e t?no theJ.-c: cho ..-l d ce .:.;"'d~!Je.t\.e-....-.s

on matt e r s of thre imp or ca nc e , but I th?n:,: t he r e ,-.'HI be the i.CI,~;:" 'That~8 my
per8on~:tl fed.illgo you unde rt.: :..nd ,

QUESTION~ Have the reccn~ rbi:s a.ff(?r:(>:::a the stcc~. mar-ket ,
c,ud lias this af:[~ct~d 'SEC conr rol ?

MRu GRANIK~ Yell must he ve r y pz.tje;tt~ 'I'he Cha i ,'nJ2-,i"l i~ vel'Y
PCl.tientwith a l;;tQ{Sig ~nieso and vou musr be ~'::'.t~"'l1t.'.dth hi m ,- ~.. -

IVJ1C eOE'EN:. 1 can an swe r the quec;::on only ir'. this scns e ,
FO:i' exampl,e , d~Gig the DE,hoit dots~ obvious ly t~10 .::;itl!~tlon zhe r o l'<;;8ultn.:1
~n the whole city being up set and Det:l'oH: i:,; a ~:i'e;>. v.b.ez t.he r h cons ide .rabl

n:dustl"y. And ne ee s aaz Il y t1116 afiedc"d t ho se (;o'l"1":!'?dcs. A.r~dc!;..'nously p sopl e
e~tnet'vcus about these thing::; sud it affect& the Pl+:l? o{ th~ s e cu r; i.i..;s, Ncr,!,,'
-:h~ther it had an affe ct en the ovei'<.J.r m<l.:~l:;e[is 110t c uit e ac cl ea r . But LXIhe
ri~t.:I would be mo re.conetnuco a and mor-e v,'ick,si.:f2'0.:-.d "i'h~u t.h~y ha.v e been. nd
Ir.runk t'l..eyeve been too w ideap r ead ~l"'F.?;iv !Hl4' r«: "~:t,;..:~f.,..L~~T .;',- rn' ..;r,t l""r.rr~:< !"DO''''''La 0;;;;; .. f" n v ...._~~ .....~~-'-- ...-4f' --")v ..............4 _J!J •. ;~"c._".~ v- ...... 4~

e~riou .. af-fn.c" A'" "'he rnornent T donP~ "nt-~:- 'p .."f.". ~''''''lih1,",'cr of i-j''''.i: !'';-do ..~"" e." .., .1l. ... ~:. .. C J,. .. .... ...-_,..;-,,- C.-~~: .....0 ~."'_'"1.0'« ...... <'
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QUESTION: M:l"~Cohen, has the U.S, CO:ugc,JBS })~;GZ1 a help
or a :1;.ndrance ~7 ~"vol:k on the SEC?

~::-COEE~~ A great help ,

lfIR. Co.HEN: 'I'h~;'",~'9 rrothlu2: tou zh about ~tp The Unit ad St~t0(;~~_ ... lo;70

CongressD I want to repeat iip has be en Co g:i.'.~of: b elp ,

QUI::STIO?-1: I\'1:;.' Cohen" could vee please c:;:-:>l:dn why the re is
&l!chHmit ed ap~;f.~ p:::,efet:'l'ed s'tnck;:; v~?'su~ c:omrr.1or'-1 G tocks ?

MIL COHE~'I~ \'[el1~ th.,~?t-;;S aer-;n less 8p.:,Gtll:;t~on s. £01: one thing.--a---

there arE:a"t: qnl::e as IT..a.1Ypz<;.£'eri'",cl. ~('(.<;:~8 ;,lr;J t.l:t::t'C::' ;::'1'~ co.nrnon 8(:odtsc hl'ld
prefe rz ed stocks aloe differu;t type:; of Gecu:dtie:.; o ?::.-~rcrt:,::d stocks have H.

limited bl;0l:est in f;h.~ company a s (;c'.1.p:::::."Gd to tht: co mrrion :;~oc1::::, BUi: if 10\.1

bave a Cc:1vei'tible pr efe rved stoc k, you;ll find th:"tt tb.:;re :i.e: cors5.cle).'(l!.ble
volablity in those secur it ie s ~;:;C2..UEle thos e secur itfe a can tiD changed Into
common stocke at any mo mont ,

ill1~~TIO~.: !:J th::l.C! a ny dif{~!'enee in ,:11e l"(!;O;r::;:it.tion~ Lmpoo ed
by SE;C on over tho counter st()'=L~S ve r sus those Hotto on a:e ~JG'<J York l~xcba..ngi:l?

IvIR COHE;;.:: 'Nog L..:. a'Vf;l"y gene ral &C:1H;(~v .no , Most Iar ge
O\'e!' the c:ollnt:e-r-;tocks r~;. ~-nei.,';orm<;.Uon with the Cornm ls aion zoughl y
comparable to that required 0-[ ;:lligted company, Bur not: all co mpaule s
trading in the cv ez th;~ couneex l'n2,:rkp.t az'e subject to l hece ..equi;:,emt;ntsp
only the la:rgrcll" one a,

QtTES'l'!O:".J: Sii: g dou't you feel th~_t tl:h~SEC has al ready
v~olal:ed the P"'l'--ll':~:)1 e ';n' Am .. can bus in ,,"''' of .r-'n'~ e nse -1"':;"; "e ?... "'~ ... .. .1 l""'bo ~1.4~:;i"_ t.:i:' ....l:.'_.:..O !ol-"",v ........~_..; .. :;

MR, COHEN: The SEC has v~olatt.:d it? No air" In fa~t~ the
... );" ----~~C :g probably O!"L(~ of the most con se rvat ive bet:ituUons in the wo rf d , !tie,
..e of my cliches to 1:(:£e1:to if; as one of the greatest ba svlons of capstalf sm,

lnd ! :cni:;ht explain that: "lor a rninute , ba cauae the only thin2. trw SEC wanes t.o
10 is to be sure th.';"l.t the m2.rket io rl"ee~ open and hone st , be caus e v;,ithod H~
'h' kin that all the thirlgs we've been t21king about would cz-ea..t e t roubl e ,

gUES.!!S:-S!: What do you think that OV<i;j.-~Bperu!c.;'..tfol1 is?
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QUESTION: Wh?t do you th!nl~ the lim:t=,~\\-'hol'G tl:::e 1:1':.C wo ul d
ce drawn for someone' vlho OVf.::;'~"'Gi?ectu.ates?

MR~ COHEN~ r :i:'~ally c.?on.lt know, And t!,,:;:r.'e ma v b e c:i:r:=e:':(::l(;-=a.. .._:.____

questiol1s in tex ms O'!'individu21sa of iU::.t£tlltionc and t~:PCG cf ir;Gti~\1lion.so

!vlR" COBEN~ The aUS\H,;-i." to l'h~ n:;::::t '.)<."l'~ of VOU:i: OL~(:St~OJ1 :.~
~_--......-. CI &. ..l-

yeGo And , of co ur-s e, d(,{fenr;e 5p<S!.1ding ("~ces ir,&J..'GoG.C'3 i.l1~O ::£H.~g;~:1el'21 economy
rr2ny many dollars. all of \,:hich goes to hel p t hic !Fo:::tho

QU~~STJO)I~ H.!."o Cohen, the t s r-m a:\'::'i~:-..:;~,;2.8 us ed in :re{e:-:ence
to a technique of7ili~;civant.g,ge of Fj;'ic~ dir!",r,~11C:6~an. [o::e:f;11 m2!'ket't;p why
do thes e differenc(~s exist: and is tl::.~re <:'.11)'eQopt-:;-.:~r:10;'1Q :Co::.inGta.:ce~ be-tween
the New York and London maz-Icet s ?

.MRQ COh"EN; WeHr. <l-t..'bitl'::>.ge m2.)T oc e ur' ar::c-l1g and bet'1.'cCl1--...-._-.:...--~
markets within the United States. It is nor lirr:cited to fOJ:d gil maz-lcer s 0 If;c,:dS0G

because Jor one zca s on 01" anor hez the pi-Ice of a p~l.ticLU.CLJ.." 8:.'CU:dty mt~y vc;~Y
a litt!e in one maz:kE:t than 111 <:<l'lother~ ThBse &:;:-bil::rGseli(,:J~ and I've see!! the rn
operate in New YOl'!::~ London, P2YiS and Geneva, whe re ;; Liv ed for quJ.te awhile,
aze probably peopl e wlt h the shaz-pe st pcnci.l s in t he wo rl d, They'1'e ve-s:y s::nal'tp

and th(;!¥have two or thr ee te10phones going at the aa me t~me. And they'll buy
<;ndsell In one ma zket and the orhez £01' a vel"}' s ma Il djf.~Bi'ellCe L'1pr ic e , But
if you deal in aub sta nria.l tra.nsactiOl"H3 g it proves to be p::-o.fif2.ble. Son...'l6tim~s
they l oae , teo,

QUESTION: Ml1" Cohen, what mean s co you bave fo!" cont rol Hng
tips and rumo?s audthe sprc3dillg of ~hem?

MR~ COHEN: This is a trot'-blesorr.e ~hingo You can-t prevent
People from t31kiiig"abo~ I! the activity is fraudulent or i~it io done by
Jomebody in the business in o rdez to ai£ec:~ the p:i.'ice 0'1. a stock, mampulate
Lt. in other words" we have 21_ lot of authozIty, V!e~ve put a Lot of peopl e in
litiL We've got a few more that wePre going to put in iail pretty so on., Bu1:this

'. v

,as been going on almost since time Imrnerno rIal ,

Ql:JEST!ON: This is going 011 E.O much on t he American Stock
~~change" Is th;re any danger in this?
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~ST10Ng T'h.ey ljeem to be making money:: though,

JvfR., COHEN: Tl-~_t:s Fc..l'~' ox the rrYia:.'1.'ung t') Im-c.8t01"(j~ II wc.ich
rl1l'"",~.dto youM-S;;O;-~;l:3 have time~

MR", C OHE~~~ ;.neic1e:i~~J1\i n 'if anvbcdv dO;~G ~7S:l~;the t,,'~Q.:l:;. 01c

the Comrnis aton, including thia ,\7a:;'::;1l1lJ, j:..lf:.t d rop us 2. i?os::(~2.~:do

Iv!R ... GRP.?-JrT(~ tr~h~~.i.~l::.Y"Cl\! ps.nel ';t'r' your l:.lCGt i~1~0!'~L1t~!.:g qc en- ..____ ,,--=-_" __ ~--e:==--_

tion s , and to you lad!es and gl~:1;l~n"'~er!.£0:'. b(~il!.gwith ue e P}.~r:~..s e jo~:::.r'~na~,~tin
next week Oi1 YOUTH TilANTS TO I<NOVl" v:b.(~!..-. thrcl:g}~ ~he e ye s or y..)ur':lv v:e

explore, v cove vv e L in:tl;o:r~;::nt pGc._?~._. kll2;:u: ,,1.1:::1 eve ::;.f
(;U1' timea Now th1s is Ths odcz-e G:L2,ni!;: b::cid:ng you goo2:)ye.
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