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The SEC Has
f a Little List

It's throwing some explosive
new ideas at Wall Street,
and the Street doesn't like them a bit.

by Carol J. Loowmis

PART Il

The drawing on the oppasite puaze admittedly carica-
tures the situation somewhat, but there is no doubt that
the Securities and Exchange Commission haa been hav-
ing some strenuous arguments with Wall Street lataly.
There is also no doubt that the SEC hits, in meneral, been
winning the arguments: as the drawing suprests, the
New York Stock Exchange and jrs S -LO-Fetire presi-
dlent, G, Keith Funston, eame off rather badly in one re-
cent enllision ever an Exchange rule. The arguments have
nat just been with the exchanges either. The Commizsion
hus taken on the rest of the Wall Strest establishment
as well: the over-the-counter market, the mutual funds,
and—Dbehind them all—the large network of roker-deal.
ers that make their living in the securities business. The
arguments began a few vears ugo, when the SEC's Speviod
Studlar af the Seenritios Marketz laid eut in detail the b
lems of the industey as they were viewad from Wighing.
ton. But in the last vear—and especially in the lnst month,
with the release of the SEC's lonr-awaitad muitual-famnd
report—the industry has come to =es how detarmined the
SEC is to gain itz objectives. and how sharply these eol.
lide with the Street's established wiva of doing business,

By FORTUNE's estimates, broker-lealers ani investment
wlvisers of mutual fands in the U.5. are currentiy realiz-
ing gross revenues of about 33 hillion a viear, OF this, ot
least 3350 million—rmost of it clearly identifinble os prafits
—i3 now imperiled by one or another of the SEC's [T

i. Which helps to expluin why the proposalz will he
contested—more bitterly even than the Commis-
gion’s drive for increased corpornte diselosure { which wis
deseribad in Part [ last month).

Chairman Manuel F. Cohen of the SEC has insisted re.
peatedly that it is not “at war™ with Wall Strest. What
Cohen wants is more and better “eooperative regulation,”
a concept promoted by the Special Stedy as an improve.
ment on Wall Street's traditional “self-regulation.” The
iden is that the Street's own institutions should COOpEr-
ate with the SEC to ensure that the securities markets are
operated in the public interest. But the fact is that CO-
erative regulation seems always to hreak down when it
begina to threaten the pockethooks of tha reguluted.

*

Some unexploited inconsistencies

While the Street is clearly prepared to fight, it has been
discovering that many of the Commission’s proposals ave
diieult to attack. Each has been put forth as the answer
to a specific problem, and each has a certain interior logrie.
When these proposals are viewed as a package, to be sure,
a number of inconsistencies become apparent. The biggest
eoncerns the Commission's approach to price competition
in the industry. Some of the SEC'3 new programs aml
declarations seem to rest on a belief that more price
competition in the exchange markets would advance the
public interest; some even seem o sujrgeat that the
“minimum commission" rules of the exchanges are in dan-
ger. And yet, another major propozal, thia one enncerning
the mutual-fund business, rejects the notion of price
competition and instead takes the SEC into price fixing.

The industry has found it difficult to exploit these in-
consistencies, mainly because it devoutly wishes to be
spared either alternative, price fixing by the SEC or real
competition on its prices, Instead, it is arguing that the
SEC is wrong in thinking prices should enme down at all,
The SEC's poaition, the industry says, mistakenly equates
“cheaper with better.” when in fact the Commission
should be recognizing that the public interest is best
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