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TOCR MARRET AND B U S m  60 Th' OPPOSITE DIRECTIONS 

CORC ----.. !t is due largely to n rea1izntion by brokers 
lange control bill will be passed. The Stock 
:on by counsel at hesrinm. T h e  sole purpose 

l a m  IZL c;& I LIEIBMI. ~ L I L I I I L V ~ I Y  JIUU not aff ectad the strong determination of 
nd Currency Committee, reflecking sentiment in both houses, 
sian. Carcornn {coumel for RFC and one of the authors 
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I bill) testimony, ~howing bow margin requirements allow ample credit 

ble securities nnd protect investors against n sell-out by the broker, 

~ru pres~ed the committee. 

i 
:urities both selling today at $100, one non4pecdstive and the other highIp 

. ... .. _ -  In July, f 932, the non-spcculntive security sold at $80, and the other nt $30. Th e  
holder can borrow 80 per cent of the three-y price, or 40 per cent of the current price. 
Eighfq per cent of stable security low price j lf speculntive security low, $23. Forty 
per cent of the current price of both is $40. 
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I trader, Under present rnle~ of ! margin thc Stac 
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---.--we, ~r rhe debit Dalance ta mare than $5,000, the investor puts up 30 per 
this beil I If he b u p  I00 shares at $100, total $10,000, he pata up $2,300, ?& 

-, ,- -ximstely 30 per cent of $7,700 debit balance. 
cent. 
amnm 

If the dock drops to 77 the entire hundred shares mu& be llqaidated, snd the inredor is cleaned 
out. Under the Fletcher-Raybum bill, assume that the dock drops to 77: The investor origjnnllr. 
deposited 60 per ccnt, $6,000 margin. The drop to 77 cuts this equiw to $3,700, or 48 per 

of the mnrkst value. To restore his GO per ccnt equity position, the inveelor sell: :es. 
ti11 owns 80 shares, has an equity of $3,700, and s c h ~ n c e  to recover losses. 
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TRADING 
VOLUME 
AND 
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thr! two systems : Under the control bill, liqaids 
ne in market price is only one-fifth of what it in I 

$n rules, assuming a purebsse of 100 sha Exchan 
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rol bill, csse, Under 1 the margin specalntor Foe- $3,300 of hi: 

inveahent-LC., do per WU,, He lases the snme amount, 52,300, if he buys under 
the present rule with a 30 per cent margin. Under Stoek Exehsnge rules he eoold 



have bought %reap for $26,011 his $6,1 
lost the entire $6,UOQ in a 23 per cent aecline. 
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The new sydem limits an investor with $6,000 to the purchase of 101) instend of 260 shares on 
the bull aide. .It Urnits liquidation in a bear market to 20 inatsead of 260 shares. It cuts specu- 
lative proflb :et turn1 ioualy, brokerage 
eminw clit >ugh th  remely uncertain. 

I Mnrket ralu ply of ir n t  capital, money rates, 
and : ng volume has little effect on vnlaea. Compare the bond and 
unlie with the stock market. 

- - -. - - 

5 and as 
to. It n 
es are d 

3ecalnti 
lay pro. 
letemir 

ve Ioase 
vide a r: 
led by c 

1R. It W 
nore sta 
orparfit 

ill redud 
Me ma1 
e earnir 

over ser 
is is ext 
westme 

apparet 
ted aecl 

~t trend 
  ti ties n 

. Tradi 
aarkeb 

3 s  and 

EWI 
ction 

'EX OF GENERAL BUSINESS 

1934 I933 
Feb, FA. FA. Fcb. Jnm. Jan. . Fcb. 
24 - 10 3 27 20 '13 6 25 

LOO 71 85 67 5 1  43  33 35 21 
153 158 244 117 116 102 103 86 

. - 25  25 13 25 25 26 26 L7 

FIKA-NCE F~ctot  
Stmk Snlu ..... 1 Wl9-l9"=' 
Bond S n l a  ..... . . . . . .  Money Rntm . . . . .  ........... New P i m d n g  2 1927-1931=; 

. B m k  Dcbia. N. Y. City.. 
Dcpmit CFrruInlim, N. Y. ( 
lndn sf Enancirl Mdty.  . , [ I71 

D1rnIBLTION 
Bank Dtbia euuidc N. Y. City. ...... 
Depnrit Cirmlstion vuuidc N. Y. City 
Mcrch*Rdisc Car11 
I nder of Pictri buf~ 

5 61 
fb It: 

I A ~ C  for grov 
..I- r- *La. 

PRODL.1'- ,  . 
Bi tuminnm Cosl 
h d t O 1 1  ...... 
Commodity Carlo: 
Electric Power Pro 
Steel Production . . - 
AutomohiJc Prnductina ............. ............. Construction Contrncts. 
Cottan Consumplion ............... 

W,I9+11"=lOO - 72 68 65 62 
93 96 95 89 g t  - 

7 *'. '* 
63 61 61 &I 

70 70 70 70 bg 
9) dA 46 43 42 40 
6) 1927-t931~100 91 88 98 T -  5y 

I t )  ~1928-1932--100 4.1 40 43 4 1  45 
3) 1927-t4SI=lM 81 79 70 70 82 

Index of Produetian.. ,........ .. .... fc- i  AE A? ~n 5B r g !  
lndar o 2.2 57.9 

. ~ l l o r  rth, 

*.M.. c.......,,V,, I,...udd in Dittrlb..,,, .,,. -.-..-- ........... ~ ~ ~ ~ ~ g l n d .  FIR 1-1. 








