
This PDF is a selection from an out-of-print volume from the National 

 

Bureau of Economic Research

Volume Title: Explorations in Economic Research, Volume 2, number 3 
(Regional Stock Exchanges in a Central Market System)

Volume Author/Editor: NBER

Volume Publisher: NBER

Volume URL: http://www.nber.org/books/conf75-1

Publication Date: 1975

Chapter Title: Front matter, table of contents, editor's overview

Chapter Author: NBER

Chapter URL: http://www.nber.org/chapters/c9070

Chapter pages in book: (cover - xi)



EXPWRAT1ONS IN ECONOMIC RESEARCH 

Occasional	 NATIONAL volume 2
 summer 1975
 
Papers of the	 8UREAU OF number 3
 

ECONOMIC
 
R.ESEARLCI1.
 

Regional Stock Exchanges in a Central 
Market System 



Ijr,nt4! !,i%rIil It.,. 

I I 
Occasional NATIONAL volume 2 summer 1975 
Papers of the BUREAU OF number 3 

ECONOMIC 
RESEARCH 

SYMPOSIUM VOLUME 

Regional Stock Exchanges in a Central
 
Market System
 

Editor's Overview V 

VIEWS FROM WASHINGTON 265 
Philip A. Loomis Jr.
 
Donald I. Baker
 
Harvey A. Rowei
 
Open Discussion
 279 

IMPACT OF COMPOSITE TAPE ON REGIONAL 
MARKET CENTERS 303 

Seymour Smidt, Chairman
 
Donald L. Calvin
 
Donald E. Weeden
 
David B. Heller
 
Open Discussion
 313 

IMPACT OF COMPOSITE QUOTATIONS ON REGIONAL 
MARKET CENTERS 326 

William H. Painter, Chairman
 
Donald M. Fenerstein
 
Robert M. Newman
 
Barry E. Tague
 
Open Discussion
 336 



DEVELOPMENT OF A NATIONAL SYSTEM FOR CLEARING 
AND SETTLING SECURITIES TRANSACTIONS 

Eli Weinberg, Chairman 
Joseph F. Neil Jr. 
Joseph P. Coriaci 
David Rubin 
Open Discussion 

353 

369 

THE HISTORICAL EVOLUTION OF TODAY'S 
BOND MARKET 

Sidney Homer 
378 

VIEWS FROM REGIONAL EXCHANGES 
Elkins Wetherill 
G. Robert Ackerman 
James F. Dowd 
Open Discussion 

390 

400 

ADDRESS BY CONGRESSMAN JOHN E. MOSS 412 

POSTSCRIPTS BY ACADEMIC PARTICIPANTS 
Seymour Smidt 
Richard R. West 
Hans R. Stoll 
Robert R. Glauber 
Morris Mendelson 
Thomas E. Copeland 

417 

Second Quarter 1975 
ASA/NOER Business Outlook Survey: 

437 



NATIONAL BUREAU OF ECONOMIC RESEARCU
 

OFFICERS
 

Arthur F. Burns, Honorary Chai'rnari Victor R. Fuchs, Vice Presidc-rit.Researcti; 
Co-director, NBER-WesI 

Moses Abramovi!i, V're Cha,rm.in 
J. Wilson Newman, Chairman 

Edwin Nub, Director, Coniputer Research Centei 
Robert F. Lipsey, Vice President.Researc IiJohn R. Meyer, President 

Thomas D. Flynn, Treasurer Harvey I. McMains, Vice President; 
Douglas H. Eldndge, Vice President. Director, NB ER-New York 

Sherman J. Maisel, Co-director, NIIFR-WesEExecutive Secretary 
Geottrey H. Moore, Vice President-ResearchGary Fromm, Director, NRLR-WashmgtOn 
Edward K. Smith, Vice President 

DIRECTORS AT LARGE 

Atherton Bean, International Multifoods 
Corporation 

Andrew F. Brimmer. Harvard University 
Arthur F. Burns, Board of Governors vii 

the Federal Reserve System 
Wallace I. Campbell, foundation for 

Cooperative Housing 
Erwin D. Canham, Christian Science Monitor 
Emilio G. Collado, Exxon Corporation 
Solomon Fabricant, Nesv York University 
Frank I.. Fernbarh, United Steelworkers 

of America 
Eugene P. Foley, Monlrose Securities, Inc. 
David L. Grove, International Business 

Machines Corporation 
Walter W. I-teller, University of Minnesota 
Vivian W. Henderson, Clark College 

DIRECTORS BY UNIVERSITY APPOINTMENT 

Moses Abramositz, Stanford 
Gardner Ackley, Michigan 
Charles H. Berry, Princeton 
Francis M. Boddy, Minnesota 
Otto Eckstci n, Harvard 
Walter D. Fisher, Northwestern 
R. A. Gordon, California, Berkeley 
J. C. l.aForce, California, Los Angeles 

Robert J. Lanspman, Wiscons,n 
Maurice W. lee, North Carolina 
Almarin Phillips, Pennsylvania 
Lloyd G. Reynolds, Yale 
Robert M. Solow, Massachusetts Institute of 

Technology 
Henri Theil, Chicago 
William S. Vickrey, Colunibia 

DIRECTORS BY APPOINTMENT OF OTHER ORGANIZATIONS 

Eugene A. Birnbaum, American Management 
Associations 

lhomas D. Flynn, American Institute ot 
Certified Public Accountants 

Nathaniel Gotdfitiger, American Federation 
of Labor and Congress of industrial 
Organizations

Harold C. Halcrow, American Agricultural 
Economics Association 

Waiter E. Hoadley, American Finance 
Association 

Percival F. Brundage 
Frank W. Fetter 
Gottfried Haberier 

Gary S. Becker 
Charlotte ltoschan 
Phillip Cagan 
Stanley Diller 
Solomon Fabricant 
Milton Friedman 
Gary Fronsm 
Victor R. Fuchs 
J. Roce Ginn 

John R. Meyer, Harvard University 
Geoffrey H. Moore, National Bureau of 

Economic Research 
J. Wilson Nessman, Duo & Bradstreet, Inc. 
lames I. O'leary, United States Trust 

Company of New York
Rudolph A. Oswald, American Federation of Labor 

and Congress of Industrial Organizations 
Alice M. Rivlin, Congressional Budget C)ffice 
Robert V. Roosa, Brown Brothers Harriman 

& Co. 
Eli Shapiro, The Travelers Corporation 
Arnold M. Soloway, Jarnaicaway Tower, 

Boston, Massachusetts 
Lazare Teper, International Ladies' Garment 

Workers' Union 
Theodore 0. Ynterna, Oakland University 

Philip M. Klulznick, Committee for 
Economic Development 

Paul 'N. McCracken, American Statistical 
Association 

Roy E. Moor, National Association ot 
Business Economists 

Douglass C. North. Economic History 
Association 

Willard I. Tliorp, American Fcorioniic 
Association 

Robert M. Will, Canadian Economics 
Association 

DIRECTORS EMERITI 

Albert J. He{tirrger Ir. 
George 8. Roberts 

SENIOR RESEARCH STAFF 

Raymond W. Goldsmith Hal B. Lary 
Michael Gort Roberl F. Lipsey 
Michael Grossman Sherman J. Maisel 

Murray Shields 
Boris Shishkin 
Joseph H. Willils 

M. lshaq Nadiri 
Nancy haggles 
Richard Ruggles 

F. Thomas Juster Benoit B. Mandelbrot Anna J, Schwartz 
lohn F. Kain John R. Meyer Edward K. Smith 
lohn W. Kendrick Robert 1. Michael George J. Sligler 
Irving B. Kravis lacob Mincer Robert I. Willis 
Edwin Nub Ilse Mintj Victor Zarnowiu 
William M. l.ardes Geoffrey H. Moore 

I 



I 

National Bureau of Economic Research is a private, nonprofit organizatjfounded in 1920 as a center for independent and impartial economic research. Inthe belief that such research can contribute significantly to the sound treatment ofeconomic problems, it has sought to conduct its activities under conditions thatsafeguard the scientific nature of the findings and help make them atithoritative andacceptable to persons of different Interests and opinions. The National Bureau issupported by grants from philanthropic foundations, business associationsvarious government andagencies for particular studies; by investmentcapital sum grants; income onand by unrestricted contributions and subscriptionscompanies, banks, labor from 
organizations foundations, and individuals Further information regarding Contributions can be obtained from the office of Harvey j.McMains Vice President National Bureau of Economic Research, Inc., 261 MadisonAvenue, New York, N.Y. 10016. 

Relation of the National Bureau Directors to
Publications Reporting Conference Proceedings 

Since the present volume is a record of conference
proceedings, it has been exempted Iron-i the rules governing submission of alanuscripis to, and critical reviewby, the Board of Directors of the National Bureau. 

(Resolution adopted July 6, 1948,
as revised November 21, 1949,

and April 20, 1968) 



Editor's Overview 

Our objective is to see a strong central market system created to which 
a!! investors have access, in wh'ch a!! qualified broker-dealers and 
existing market institutions may participate in accordance with their 
respective capabilities, and which is controlled not only by appropriate 
regulation but also by the forces of competition. 

Institutional Investor Study Report of the 
Securities and Exchange Commission 

Vol. 2, No. 3 

On November 21 and 22, 1974, the National Bureau of Economic Research, in 
cooperation with the UCLA Graduate School of Management Financial Institutions 
Program, the Norton Simon Inc. Foundation on the Business-Government Relation
ship, and the Pacific Stock Exchange, cosponsored a symposium on regional stock 
exchanges in a central market system. The symposium was held in Los Angeles at the 
UCLA Graduate School of Management. 

Structural changes of fundamental importance are generally recognized as being 
under way in Wall Street. Pressures for these changes are traced by most observers 
of the marketpiace to the growing importance of institutional investors in corporate 
stock IRaymond W. Goldsmith, ed., Institutional Investors and Corporate StockA 
Background Study (New York: NBER, 1973); Originally published as Institutional 
Investor Study Report of the Securities and Exchange Commission, Supplementary 
Volume I, Pt. 6, 19711, advances in computer and communications technology, 
and perceived failures by regulatory and self-regulatory bodies during and since the 
late 1960s to adapt to those changes. 

The objective of legislative and regulatory efforts to obtain structural changes in 
the stock market is expressed succinctly in the often quoted epigraph which 
appears at the beginning of this overview and provides a theme for the symposium. 
The idea of a central market system was first taken up by the Securities and 
Exchange Commission in the Institutional Investor Study Report. It has since been 
developed further by the SEC, by other government bodies, and by Congress in 
the Securities Acts Amendments of 1975 (Public Law 94-29, June 4, 1975). Its essential 
elements are as follows: 

Elimination of fixed minimum brokerage commission rates on transactions 
effected on national securities exchanges (as of May 1, 1975); 

Implementation of a composite tape for reporting transactions in exchange
listed securities wherever executed, whether on the New York Stock Exchange, a 
regional stock exchange, or over the counter in the third market (june 16, 1975); 

Eventual development of a composite quotation system for disseminating on a 
real-time basis to all market participants bid-asked quotations by stock exchange 
specialists and other market makers in exchange-listed securities; 

V 
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Development of a national system for clearing and settling Securities transac..
(ions; and 

Elimination of rules by regulatory and sell-regulatory organizations that tend
artificially to separate one market center from another and restrict access by various
groups of market participants to particular portions of the overall market system. 

The symposium's purpose was to review the status at a particular time 
legislative and regulatory efforts to facilitate the creation of such a national, central

of 

market system, and to focus on the likely impact of these efforts on both the
near-term and longer-term viability of regional market centers and especially
regional stock exchanges. Most attention during the synlposiurn focused on the
near-term "survivability" of regional exchanges during a period of transition from
the anticipated introduction of consolidated transaction tapes and compet;tivejy
determined brokerage commission rates to the presumed completion of the central
market system with implementation of a workable consolidated quotation system,together with whatever rule changes and improvements in clearing and depositorysystems will have been obtained by then. Although the symposium participantsmade no effort to arrive at an official consensus on the question, considerable

concern was evident that the period between institution of competitively determined rates and installation of a composite quote system would be a difficult onefor regional stock exchanges. The longer-term viability of regional exchanges wasseen in less specific terms, however, as depending in large measure on the samefactors as those that affect the longer-term viability of exchanges in general for
assembling and executing securities transactions. 

The symposium's review of the status of efforts to create a central market systemcentered on reports by Congressman John E. Moss, chairman of the Subcommittee on Commerce and Finance of Ihe Committee on Interstate and Foreign
Commerce, which has legislative responsibility in the U.S. House of Representatives for securities matters; Commissioner Philip A. Loomis Jr., senior member ofthe Securities and Exchange Commission; Donald I. Baker, deputy assistant attorney general in the Antitrust Division of the U.S. Department of Justice; andHarvey A. Rowen, counsel to Congressman 

Moss's subcommittee. Responses by
spokesmen for three prominent regional stock exchanges, evidencing their perceptions of and plans for responding to the changing legal and market environments
faced by their exchanges were provided by G. Robert Ackerman, president of the
Pacific Stock Exchange; Elkins Wetherilf, president of the P13W Stock Exchange;
and James E. Dowd. president of the Boston Stock
 Exchange.Substantive panels on three key elements of the emerging market system.composite tape(s), composite quotations, and clearing and settlen-ient_svere conducted under the chairmanship of persons who had carried out extensive studies in
areas pertinent to those topics. The panels contained in addition other prominent
and knowledgeable persons whose combined backgrounds and views effectivelyspanned the subject area, 
Sidney Homer's presentation "The Historical Evolution of Ioday's Bond Market, added perspective to the difficult evolutionary process currently being experienced in the stock market by providing a historical overview of tile bond market'sdevelopment (hat is rich in both depth and detail. Mr. Homer is a member of the 



Editor's Overview 

National Bureau's advisory committee on interest rates and is a veteran of more 

than fifty years in Wall Street. As he demonstrates in his paper, hosever, hs 

perspective spans centuries. 
Invited postscripts by selected academic participants, which were prepaied after 

the symposium's conclusion, reflect on its contents and are intended to perform an 

integrative function. 
Open discussion periods followed each major block of the symposium's pro

gram, and they are an integral part of the proceedings recorded below. Considerable 

effort was made in organizing the symposium to assure balance in the views 

presented by persons from government, various segments of the securities industry, 

financial institutions, and legal and academic communities, not only on panels and 

other formal sessions but also in the group at large. As indicated by the open 

discussions presented below and by the list of participants following this overview, 

that aspiration was reasonably well attained.
 

As noted above, the National Bureau of Economic Research in association with
 

other cospo'lsors participated in the symposium's organization and conduct. Given
 

the special nature of its content, however, no effort was made to subject the
 

proceedings contained in this issue of Explorations to the Bureau's full review
 

procedures. Accordingly, the resulting volume is not an official publication of the
 

NBER. 
Every effort was made to assure participants of an opportunity to review and edit 

their remarks. Additional, subsequent editorial review was provided by the Bureau 

to obtain uniformity of style, to correct suspected transcription and typographical 

errors, and, on occasion, to clarify exposition. Time did not peimit subsequent 

review of such changes by the authors. It is hoped that no errors or misstatements 

of consequence were introduced by this process. 

The symposium was organized and coordinated by Donald E. Farrar, who was 

ably assisted by Diana Barstad and her colleagues in the Executive Education 

Program Office of the UCLA Graduate School of Management in managing the 

innumerable administrative details associated with the gathering; and by Margaret 

Eaton, who managed the difficult logistics associated with compilation of the 

proceedings for inclusion in this issue of Explorations. Thanks also are due to john 
Research; Harold M.

R. Meyer, president of the National Bureau of Economic 

Williams, dean of the UCLA Graduate School of Management and chairman of the 

Norton Simon Inc. Foundation on the BusinessGovernment Relationship; and G. 

Robert Ackerman, president of the Pacific Stock Exchange, for their support of the 

symposium as individuals and as heads of sponsoring organizations. The sym

posium provided an unusual opportunity for a broadly representative, yet uniquely 
academia to focus

talented group of persons Irom government, industry, and 

together on a problem of considerable complexity and importance, and to com

municate the results of their interaction to the broader professional communities 

from which they and the sponsoring organizations are drawn. This result!ng 

is expected to be of topical value to persons in
symposium issue of Explorations 
government and the financial community and of lasting value to scholars and 

students of the world's largest capital market during a period of fundamental and 

sometimes traumatic change. 
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The Second Quarter 1975 ASA/NBER Business Outlook Survey, conducted
jointly by the American Statistical Accnciation and National Bureau of Economic 
Research, completes this issue of Explorations in Economic Research. 
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