
STOCK EXCHANGE PRACTICES

SATURDAY, JTJNE 4, 1932

U nited States S enate,
C ommittee on B an k in g  and  C urrency,

Washington, D. G. 
The committee met at 10 o’clock a. m., pursuant to adjournment, 

in room  301, Senate Office Building, Senator Peter Norbeck presid
ing.

Present: Senators Norbeck (chairman), Goldsborough, Town
send, Walcott, and Couzens.

Present also: William A. Gray, Esq., counsel to the committee. 
The Ch airm an . The committee will come to order. Who is the 

first witness?
Mr. G ray . Mr. Ryan.
The Ch airm an . Mr. Ryan.

TESTIMONY OF JOHN D. RYAN, CHAIRMAN OF THE BOARD OF THE 
ANACONDA COPPER MINING CO., BUTTE, MONT.

The C hairm an . You may be sworn. You do solemnly swear that 
you will tell the truth, the whole truth, and nothing but the truth 
Regarding the matter now under investigation by the commitee. So 
lelp you God.

M r. R y a n . I  do.
’ Mr. G ray . Will you give your full name, Mr. Ryan ?

Mr. R y a n . John D. Ryan.
M r. G ray . And your residence.
Mr. R y a n . Butte, Mont.
Mr. G ray . And you are associated with the Anaconda Copper Co. ? 
Mr. R y a n . I  am chairman of the board of the Anaconda Copper 

Mining Co.
Mr. G ray . And the board, of course, is the controlling and manag

ing factor of the corporation?
M r. R y a n . Yes, sir.
Mr. G ray . Are you connected also with the National City Bank? 
Mr. R y a n . I  am a director of the National City Bank.
Mr. G ray . Have you any association with the National City Co.? 
Mr. R y a n . None.
M r. G ray . None whatever?
M r. R y a n . N o, sir.
Mr. G ray . The Anaconda Copper Co., without going into a long 

history, unless you desire to do it, absorbed the Andes Copper Co.
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and the Chile Copper Co. and the Greene-Cananea Copper Co., did 
it not?

Mr. R y a n . Yes, sir.
M r. G ray . A n y explanation you want to make, o f  course, w e  will 

be glad to have it, but I  just wanted to get that fact.
Mr. R y a n . I will just say that the Anaconda Co. had ownerships 

in all of those companies prior to the time that we are now talking 
about, as I take it.

Mr. Gray . That is, prior to 1928 and 1929?
Mr. R y a n . Prior to 1928 and 1929.
Senator T o w n se n d . The majority ownership?
Mr. R y a n . Just a moment.
Senator T ownsend. All right.
Mr. R yan . It owned, for 25 years, about a 12 per cent interest in 

the Greene-Cananea Copper Co. It owned, since about 1922, a 80 
per cent interest in the Chile Copper Co. It owned, at one tim e, all 
of the Andes Copper Mining Co., but issued an issue of convertible 
bonds to equip the property of the Andes Co., and those bonds, being 
a convertible right, took 50 per cent of the outstanding stock, when 
converted.

At the time that we are coming to, in 1928, the Andes bonds were 
still outstanding, to the amount of $40,000,000.

The Anaconda Co. owned 50 per cent of the Chile, and 12 p er cent 
of the Greene-Cananea Cos. And subsequent to December, 192&-- 
following December, 1928, the Anaconda Co. offered its shares in  
exchange for the outstanding shares of the Chile Copper Co., a n d  
on July 1, it offered its shares for the outstanding shares of th e  
Greene-Cananea Co. and the Andes Copper Mining Co.

Mr. G r a y . Might we stop, Mr. Ryan, and get the dates? The 
conversion of Ananconda for Chile Copper stock became effective 
when?

Mr. R y a n . It became effective in January, and was closed—-that 
offer of exchange was closed, I  mean originally, April 30.

Mr. G ray. It was January 23 that it became effective, was it not? 
Mr. R y a n . I think it was.
Mr. G ray . January 23, 1929. It originally was to be c lo sed  oo 

April 30,1929.
Mr. R y a n . Yes, sir.
M r. G ray . N ow , the time was extended.
Mr. R y a n . From time to time.
M r. Gray . U ntil when?
Mr. R y a n . Still out—I don’t know that it has been closed now. 
Mr. G ray . All right.
Mr. R y a n . The Anaconda Co. has acquired a total of about 9 8 ^  

per cent of the Chile stock.
Mr. G ray . Now, the Greene-Cananea, the right of exchange be* 

came effective on July 1,1929, did it not?
Mr. R y a n . I  think so.
Mr. G ray. And that was closed on October 1, 1929, was it not? 
Mr. R y a n . Yes, sir.
Mr. G ray . The rate of exchange on Chile Copper was what?
Mr. R yan . Seventy-three one hundredths of a share of Anaconda 

for a share of Chile Copper.
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M r. G ray. And the rate of exchange on Greene-Cananea was 
what?

M r. R y a n . One and one-half shares of Anaconda for one share o f  
Greene-Cananea.

The Chairman . Those properties are located where *
Mr. R y a n . The Chile Copper Co. is located in Chile, as its name 

indicates. And the Andes Copper Co. is located in Chile. The 
Greene-Cananea Copper Co. is located in Mexico.

The C hairm an . What part of Mexico ?
Mr. R y a n . In the northern part, 40 miles from the Arizona 

border.
Mr. G ray . I  did not get the dates of the Andes. "When did that 

conversion become effective?
M r. R y an . July to October, the same dates as the Greene-Cananea.
M r. G ray . And the rate of conversion there was what ?
Mr. R yan . Forty-five one-hundredths of a share of Anaconda for 

a share of Andes.
M r. G ray . And so that we may get the complete picture, during 

that time, also, in the summer o f  1929, the funded debt of the 
Anaconda Co., as represented by certain bonds, was converted into 
stock, was it not?

Mr. R y a n . The funded debt of the Anaconda Co. and the sub
sidiaries, except the Chile, which had a bonded debt out which we 
could not retire, was refunded; the money to refund the outstanding 
debt was secured by the offer of two shares of new stock of Ana- 
eonda for five shares outstanding. In other words, a 40 per cent 
additional issue of Anaconda at $55 a share.

Mr. G ray . T o  express that just a little differently, Mr. Ryan: 
Every stockholder of the Anaconda Co. was given the right for 
every five shares of stock that he owned to buy two shares of new 
stock from the Anaconda Co. at $55 a share?

Mr. R y a n . At $55 a share.
Mr. G ray . That is correct?
Mr. R y a n . That is correct. That provided most of the money 

required in money. There were $50,000,000 of Anaconda debentures 
convertible into stock at varying prices, running from 53 to 65, is 
My recollection, that were converted during that period. First, 
there were $105,000,000 of bonds in the Anaconda—straight bonds; 
$50,000,000 of Anaconda debentures, convertible, at from 53 up to 
65; $40,000,000 of Andes convertible, and were converted into Andes 
stock; and $16,000,000 of Anaconda bonds that had been out—that 
matured on December 28.

Mr. G r ay . 1929?
Mr. R y a n . 1929. That is $211,000,000 of the funded debt of Ana

conda was retired by the issue of its stock or its subsidiary, Andes 
stock, during the period from December, 1928, until December, 1929.

Mr. Gray. The effect of those transactions, though there was not 
a merger of the corporate body, was to have the stockholders of 
Chile, Greene-Cananea, and Andes, all hold stock of Anaconda.

Mr. R y a n . Hold stock of Anaconda.
Mr. G r ay . And put Anaconda—the Anaconda Co., I  suppose, kept 

alive the stock of those companies?
M r. R y a n . Yes, sir.
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Mr. G ray . And it put Anaconda in a position where it retired all 
of its debts, except $40,000,000 of Chile, which could not be con
verted?

Mr. R y a n . In addition to that amount, there was a small amount 
of Butte & Anaconda Railway, one of our subsidiaries.

Mr. G ray . All right.
Mr. R y a n . A total of $47,000,000 we could not refund.
Mr. G ray . N ow , I  direct your attention to a corporation know n 

as the United Metals Selling Co. What is that company?
Mr. R y a n . The United Metals Selling Co. is a company wholly 

owned by the Anaconda Copper Co. It sells all of the metals o f  the 
company. It does virtually all of the banking business for the sub
sidiary companies of the Anaconda, with the exception of Chile and 
Greene-Cananea, for which it has never done that ousiness; and it is 
intermediary between the operating companies and the banks and 
the market.

Mr. G ray. In other words, it is a corporation w h olly  ow n ed  by 
the Anaconda, which sells its product ana does its financing; is  that 
correct ? I  want to get it in a brief way.

M r. R y a n . I  w ould not say it  does its financing.
Mr. G ray . Through which it does its financing.
Mr. R yan . An intermediary in the financing.
Mr. G ray . N ow , the United Metals Selling Co. did, in the year 

1929, engage very heavily in the buying and selling o f  these copper 
stocks on the market, did it not ?

Mr. R y an . I f  you will let me here just explain w hat the opera
tions were, I  think it would, perhaps  ̂ save a good many questions. 

Mr. G ray . I  haven’t any objection, if you will.
Mr. R y a n . And a good deal of time.
Mr. G ray . Y ou understand from our talk w hat I  want to  develop. 
Mr. R y a n . Exactly, Mr. Gray.
Mr. G ray . I  want to show what the transactions of the United 

Metals Selling Co. were in the Anaconda Copper Co. and these other 
affiliated stocks during the year 1929.

Mr. R ya n . In the year 1929 the offer of the exchange of Anaconda 
for Chile stock was made. There was an outstanding interest in 
Chile of 2,200,000 shares that were worth at that time in the market 
about $125,000,000. That interest was owned in large—I  would not 
say a large part—but perhaps a quarter of it by members o f  the 
Guggenheim family. There were others with a considerable interest, 
but they were the largest. And the general public. It was desirable 
that the Chile and Anaconda stocks should be brought together rea
sonably in the market so that at the time when the negotiations 
were finally closed for the exchange on the ratio agreed upon, it 
would not find Chile stock so high that no Chile shareholder would 
exchange, or it would not find Anaconda so high that the Ana
conda shareholder would feel that his interest had suffered in the 
trade. That exchange went on from January 23, I  think I  would 
say, Mr. Gray, until April 30. There was a good deal of difficulty 
in getting the large proportion of the Chile stock. We wanted it all. 
And after the terms of exchange were published, the market opera
tions conducted by the United Metals Selling Co., as a pure agent 
for the Anaconda Co., were in considerable volume in order to seep 
the stocks of the two companies relatively at the levels o f the basis
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of exchange; and stock was bought and stock was sold to carry out 
that plan.

Mr. Ghat. Let me put that in another way, Mr. Ryan. The 
United Metals Selling Co., a wholly owned Anaconda Co. proposi
tion, kept buying and selling stocks of those companies in the market 
in order that the price might be maintained at a position where, in 
your opinion, or m the opinion of the board of Anaconda Co., the 
conversions could be made at the price agreed upon without any dif
ficulty ensuing as a result of fluctuations in the market; is that 
right?

Mr. Ryan. Those ratios of exchange were all fixed on engineering 
data; they were arrived at without any consideration of the stock- 
market values of the stocks of those companies. Having arrived at 
those bases of exchange by engineering data and by negotiation with 
the principal owners of those stocks of those companies, the bal
ancing of the prices one with the other to save the defeat of the 
exchanges, it was carried on by the United Metals Selling Co. as an 
agency for the Anaconda; yes.

Mr. Gbay. And by balancing the price, you mean they went out 
and kept buying and selling in order to keep the prices what they 
wanted them to be at this time?

Mr. R y a n . The price was between those two companies at this 
time.

Mr. Gbay. I  understand.
Mr. R ya n . Not to depress Anaconda, but to balance the prices 

between the Anaconda and these other companies, to bring about the 
exchange.

Mir. Gbay. And if the price of one or the other of those stocks 
went up a little higher than you thought it should, or went down 
a little lower than you thought it should, the United Metals Selling 
Co. continued its operations in order to bring that stock back to where 
you thought it ought to be?

Mr. R y a n . I  do not say it continued. If there was any disparity 
between those two companies—let us say Chile and Anaconda—when 
that exchange was under way, which would seem likely to defeat 
the object and prevent the exchange, stock was bought or sold 
accordingly.

Mr. G bay . By the way, let me ask you: You were the one that 
handled those propositions and gave all the orders, were you not ?

Mr. R y a n . I  think so. I  mean the board of directors of the com
panies, the Anaconda Co. and the United Metals Selling Co. (and 
the United Metals Selling Co. board) authorized the purchase and 
sale o f stocks and authorized, in some cases, the giving of options; 
but the* business was carried out through me and under my direction.

Mr. G bay. And your position with the United Metals Selling Co. 
was what?

Mr R y a n . President of the company.
Mr. G bay. President of the company ?
Mr. R y a n . Yes, sir.
M r. G bay. And so, perhaps, you could enlighten the committee as 

to just what you would do if the price was getting away from you; 
how you would maintain it.

Mr. R y a n . I  don’t know just what I would do.
M r. G bay. Tell us what you did do.
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Mr. R y a n . It would depend on the circumstances. I f  w© were in 
a weak market and one of those stocks was especially weak, I  might 
do one thing; and if we were in another market, perhaps I  would 
do another. But to sit here and tell you what I  would do in the 
balancing of stocks over a period of months in such a market as we 
had in 1929 would be foolish, and I would not attempt it.

Mr. G ray . Now, let us see. When the stock would go down you 
would buy all that was offered, wouldn’t you ?

Mr. R y a n . N o.
Mr. G ray . Wouldn’t you have to do that in order to keep the 

price up ?
Mr. R y a n . Mr. Gray, if any corporation or a n y  group attempted 

to buy all the stocks when stocks might go down in that perioa the 
result would be very disastrous. I  do not think I  would be foolish 
enough to do that.

Mr. G ray . Well, whatever you did do you succeeded in maintain
ing an equilibrium?

Mr. R y a n . I  do not know how far we succeeded; but the object of 
the whole business that was done in that operation was to bring 
about an exchange of the stocks of those other companies—let us 
speak of Chile now—that was the earliest one. The best we can say
is that the------

Mr. G ray  (interposing). You were successful?
Mr. R y a n  (continuing). That 98^  per cent of the Chile stock is 

now in the Anaconda Co. as a result of that offer and exchange.
Mr. G ray . Yes. Now, do you know, expressed in figures or Ana

conda stock, how much Anaconda stock—how much of all those 
stocks, expressed in figures of Anaconda, so that we will not have to 
bother with all these others—how much United Metals Selling Co. 
had in the beginning of 1929.

Mr. R y a n . 1 had it. I  have made a statement for you.
Mr. G ray . Y ou did. Let me ask you—I  do not want to testify— 

was it 29,412 shares ?
Mr. R y a n . I  think it was. I  do not want to testify to those figures. 

I f  you have got that statement I  gave jrou I  will be glad to testify 
from that. I  do not want you to be asking me <mestions and saying 
one thing when I could refer to the statement. I  can not remember 
those figures.

Mr. Gray. Now, Mr. Ryan, you did not give me figures as to the 
United Selling Co. I will ask you this, in order to point you to the 
last matter: Whether it is not a fact that you owned—the United 
Metals Selling Co. owned—approximately 29,000 shares at the be* 
ginning of the year, and in all these transactions in buying and sell
ing during the year you had accumulated 200,000 shares of those 
Anaconda stocks.

Mr. R y a n . N o.
Mr. G ray. That is correct, isn’t it?
Mr. R y a n . N o. I  have a memorandum furnished me b y  the 

United Metals Selling Co. some time ago.
Mr. Gray . Tell us what it shows.
Mr. R y a n . It shows that at the end of 1928 the United Metals 

Selling Co. owned 42,062 shares of Anaconda.
Mr  ̂GRAY. All right.
Mr. R y a n . N ow, this was prepared, I  think, b e fore  the one I  fur

nished you.
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M r. Gray . The one you furnished me was your ow n personal stock
holdings, and I  am not going to ask you  about them.

Mr. B ya n . You say at the end------
Mr. Gray  (interposing). You had 200,000 and some.
Mr. B y a n . 202,840 shares.
Mr. G ray. That is correct, is it?
Mr. R y a n . Yes, sir.
M r. G ray . A ll  right.
Mr. Byan. Now during that period of December, 1928, to Decem

ber, 1929, the United Metals Selling Co. acquired in the market 
172,100 shares of Chile, for which it received 125,633 shares of 
Anaconda.

M r. G ray . W ell, all o f  those things are reflected, are they not, 
in the other figure ?

M r. B y a n . W ait a minute. This is exactly in answer to  your 
question.

Mr. G ray . All right. Go ahead.
Mr. B y a n . It acquired in the market 73,700 shares of Greene- 

Cananea, for which it received in exchange 100,550 shares of Ana
conda. It received in exchange of Chile and Greene-Cananea to
gether, during the year 1929, 236,183 shares of Anaconda.

We had 40,000 shares at the beginning of the year. We had 202,-
000 shares at the end of the year, "so you will see that almost exactly 
the shares acquired during the year were the shares acquired for 
the exchange of Chile and Greene-Cananea.

Mr. G ray . S o far as the result was concerned; but in the mean
time you were buying and selling stocks ?

M r. B y a n . Yes, sir.
Mr. G ray . And as a result, the United Metals Selling Co. made 

how much money ?
Mr. B y a n . I do not know.
Mr. G ray . Your books show a figure of $1,300,000.
M r. B y a n . H ow much?
Mr. G ray . A  little over $1,000,000.
Mr. B y a n . I  do not recall.
Mr. G ray . And in the usual course, your books also show—I  am 

not questioning the right to do so-----
Mr. B y a n  (interposing). I  will say this, Mr. Gray: That the 

United Metals Selling Co. made no money on those transactions. 
There were no profits on those transactions I have just testified 
about.

Mr. G ray . Mr. Byan, do not your books show a credit of over 
$1,000,000, which was transferred to the Anaconda Co.?

M r. B y a n . It did the business for the Anaconda Co., so if there 
was any profit it  turned it over.

Mr. G r a y . All right.
Mr. B y a n . The United Metals Selling Co. did a great deal of 

other business. This was not its business. It was just doing some 
work fo r  Anaconda, to bring about the transfer of the shares that 
the A n aconda  wanted.

Mr. G ray . N ow , in the course of the United Metals Selling Co.’s 
campaign, such as you have now outlined, they gave an option, did 
they not, to Block, Maloney & Co. ?

Mr. B y a n . Yes, sir.

STOCK EXCHANGE PRACTICES 797

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Mr. G ray. That option was for 70,000 shares; is that correct?
Mr. R yan . Yes, sir.
Mr. G ray. And that option was for the delivery of that stock, 

17,500 shares on the 1st day of February, 1929, at 122^4; 17,500 
shares on the 6th day of February, 1929, at 125; 17,500 shares on the 
13th day of February, 1929, at 127*4; an(l  17>500 shares on the 14th 
day of February, 1929, at $130 a share; is that correct?

Mr. R ya n . I  do not know about the dates. I have not the dates. 
But 70,000 shares was placed under option to Block, Maloney & Co.,
and were taken up in early February-:-----

Mr. G ray  (interposing). 1929?
Mr. R y a n . At the same time, if  you don’t mind------
Mr. G ray  (interposing). I  don’t mind.
Mr. R y a n . It will, perhaps, save time.
Mr. G ray . Go ahead.
Mr. R y a n . An option of 50,000 shares of Chile Copper Co. that 

was held in the joint account of myself, Mr. Guggenneim, and the 
National City Co.

Mr. G ray . We will come around to that again. No objection to 
your mentioning it now.

Mr. R y a n . An option on 50,000 share® of Chile Copper Co. was 
given, making 120,000 shares, on identically the same terms, and 
identically the same delivery. That was 50,000 shares of Anaconda, 
converted from Chile.

Mr. G ray . I  was going to  ask you that.
Now, though the minutes of the United Metals Selling Co. show 

that that option was given on the 14th day of February, but the
last day that part of it was exercised------

Mr. R y a n  (interposing). Mr. Gray, if you will pardon me, the 
minute of the United Metals Selling Co. is a minute ratifying and 
approving------

Mr. G ray  (interposing). I  was just straightening that out for you, 
if you will let me finish my question.

Mr. R y a n . The option was given by the officers of the company, 
and they exercised it, and it just happened at a meeting date, ana 
the minute that you speak of on the 14th was a ratification, and not 
the option.

Mr. G ray . In other words, let me express it in another way: You, 
acting for the United Metals Selling Co., had given to Block, Ma
loney & Co., this option, which had been exercised at the prices and 
at the times named, and that was ratified in the minute ?

Mr. R y a n . Yes, sir.
Mr. G ray . N o matter; it was on the 14th o f  February?
Mr. R y a n . Yes.
Mr. G ray . At the very same time that you were doing that, you 

were handling the operation in which you, the National City Co., 
Mr. Guggenheim, Mr. Kelley, and Mr. Thornton were interested and 
you gave an option to Block Maloney out of the stock in the account 
for 50,000 more shares of Anaconda at the same price ?

Mr. R y a n . Yes.
Mr. G ray . S o that the committee may understand it, the Mr 

Kelley whom I  have named is the president of the Anaconda Copper 
Co., is he not?

Mr. R y a n . Yes.
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Mr. G bay. Mr. Guggenheim, whom I  have named, was an officer 
of the Chile Copper Co. ?

Mr. R y a n . N o ; he was a large stockholder. He was not an officer 
of the company.

M r. G bay. And Mr. Thornton, whom I  have named, was con
nected with the Greene-Cananea Copper Co., was he not ?

Mr. R y a n . Yes.
Mr. G bay. In what capacity?
Mr. R ya n . As president.
Mr. Gbay. Therefore there was a joint account in which the 

National City and you four gentlemen were interested in these vari
ous stocks at that same time, that is, around February 1

Mr. R ya n . Not in the various stocks; only in the Chile stock.
Mr. G bay. Well, I will come to the other one in a few moments. 

Did you know, Mr. Ryan, that every share of stock that was included 
in those two options, the 70,000 one from the United Metal Selling 
Co. account and the 50,000 one from the joint account of yourself 
and the others named, went right through Block, Maloney & Co. and 
into the Anaconda pool that was then being operated by W. E. 
Hutton Co. ?

Mr. R ya n . I did not; but I want to say to you, because yesterday 
in talking about the pool you said that my name did not appear in 
the pool—I want to say to you that I had no interest in either one of 
those pools, had no possible interest in it; that I did not know that 
the stock was going into the pool or any pool, and it was simply a 
transaction with Block, Maloney & Co., because they came to me and 
asked for an option and thought they could sell that much stock, and 
we had taken in so much stock on the exchange that we were desirous 
of selling, and gave them the option accordingly. I had no interest 
personally at the time of beginning or at the time the pools were 
operating or at any other time, in either one of the two pools that 
have been called Anaconda pools and have been mentioned in this 
testimony.

Mr. G bay. I will say to the chairman and the committee that I will 
prove the tracing of this stock after I am through with Mr. Ryan.

Carrying along the operations of the United Metal Selling Co., 
you continued to buy ana sell that stock between August and October 
of 1929, did you not?

Mr. R yan . Yes. At that time the Andes and Greene exchanges 
were pending and the operations kept on in July and August and, to 
a small extent, in September, because the exchanges were nearly 
complete by the first of September, and were carried on in this same 
way as the earlier operations in Chile to keep the market balanced as 
between those three stocks.

Mr. G ray . I ask you, Mr. Ryan, whether the operation of the 
United Metal Selling Co. during those months that I nave mentioned 
was not carried on also for the purpose of aiding the National City 
Co. in maintaining a market for the stock it was then putting out?

Mr. R y a n . The United Metal Selling Co. had no part in maintain
ing the market for the National City Co. I did not know anything 
about it during the months of July and August. From the 11th of 
July until the 4th of September I was not in New York. We were 
not doing anything and had not done anything in connection with
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the National City distribution, or purchase or whatever it was except 
to give them an option on 100,000 shares of stock on the 1st o f July 
that was exercised on the 26th of August—a hundred thousand 
shares of Anaconda stock. ..

Mr. G ray . Prior to that time you know that on December 17,1928, 
from the records the United Metal Selling Corporation bought from 
the National City Co. 25,000 shares of Andes Copper for the sum of 
$1,125,000, and on January 14,1929, nearly a month later, the United 
Metal Selling Co. sold that same quantity of stock for exactly that 
same price back to the National City Co. "What did that transaction 
represent?

Mr. Ryan. I really do not know, Mr. Gray. I  can not recall what 
that transaction was or anything about it. There was a joint account 
between the Anaconda Co. itseli and the National City in Andes at 
one time. Whether that was the time or not I  don’t know. As a 
matter of fact, I  did not know about that item before I  left New 
York, and I  have no recollection of it now. I do not know what it is. 
But----- -

Mr. G ray . Did you know that the National City and the Ana
conda were operating in Andes in a joint account on the market? 

Mr. R y a n . N o. I  will tell you about that.
(After referring to memoranda.) Yes; it was just about that 

time, in December.
Mr. G ray . It was just about that time they were operating in the 

market ?
Mr. R y a n . N o. Here is what happened. At December 31, 1928, 

the conversion privilege—the Andes bonds were called for con
version, the Andes bonds of $40,000,000 which had been outstand
ing were called for conversion, and the period ended on December 
28. Of course, we were anxious and the National City Co. were 
anxious, because they placed the Andes bonds for us, that the 
bonds should be converted instead of being taken up and paid 
off in cash as we would have to pay, and it was a very desirable 
thing that the bonds should be converted. So the Anaconda Co. 
and the National City Co. operated in Andes stock to stabilize it 
and bring about the conversion for a period beginning December
13, 1928, and until the close of the year. 151,000 shares of stock 
were accumulated, of which 127,000 were transferred to the City 
Co. and offered to the public, and 23,100 shares were sold after the 
conversion period was over, with a total profit to the account of 
$335,042.43.

Mr. G ray . In what name was that account carried, and what 
brokerage house?

Mr. R y a n . I do not know.
M r. G ray. Y ou  conducted that operation too, d id  you  not?
Mr. R y a n . N o, sir; I  d id  not conduct that operation.
Mr. Gray . Let us see i f  we understand that clearly------
M r. R y a n . I f  you w ill let me finish that.
M r. G ray . G o ahead.
Mr. R y a n . The total profit on the account was $335,042.43, of 

which $167,000 was paid by the National City Co. to the Anaconda 
Co., and the same amount was retained by the National City Co.

M r. G ray . I  want to know why in that transaction while you 
were proffering that stock on the market, that is, the National City
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Mid the Anaconda Co., why there were 25,000 shares of that stock 
on a certain date transferred from the National City Co. to the 
United Metal Selling Co., and then within a month later—a month 
less three days—transferred back again at exactly the same price.

Mr. R y a n . I can not say anything, Mr. Gray, except that they 
delivered that, thinking that the United Metal Selling Co. was 
handling that account, as it handled the business generally with 
the company, and when we ascertained that it had been delivered 
and it should have been delivered to the Anaconda Co., if at all, 
it was returned on that account. The United Metal Selling Co. 
did not handle that. The Anaconda Co. handled it itself.

Mr. G ray. Let me direct your attention to the fact that on Decem
ber IT, 1928, when the 25,000 shares of Andes went from the National 
City to the united Metal Selling Co., the market price was 45 and it 
was transferred at 45, and that on January 14,1929, when the United 
Metal Selling Co. sold it back to the National City Co. at 45, the 
market price was 48 to 50 a share on that date.

Mr. R y an . The United Metal Selling Co. did not sell it back. 
They simply returned it because a mistake had been made in de
livering it.

Mr. G ray . That was a mistake ?
Mr. R y a n . Yes; and there was no sale at all. There was no pur

chase or sale.
Mr. G ray . What was your one-two-three account with Hornblower 

& Weeks ?
Mr. R y a n . A personal account; no other interest in it.
Mr. G ray . On February 21, 1929—and this is the only one I  am 

going to ask you about your personal account—you bought through 
Hornblower & Weeks from the National City Co. for your one-two- 
three account 20,000 shares of Andes Copper at a price of $50 a share, 
while the market on that day was $58 to $60. How do you explain 
that transaction?

Mr. R y a n . I do not recall it at all. I have no doubt that is what 
it was, but I  say I  do not recall it. I  had no idea of my personal 
transactions coming up.

Mr. G ray . I  did not intend to ask you about it, except this one 
transaction.

Mr. R y a n . I am willing that you should, but I would have to take 
time to prepare for it. But that undoubtedly was a delivery against 
a previous transaction. I  did not buy it on that day. It was a 
delivery on that day. I  have no doubt that is what it was.

Mr. G ray . Let me now direct your attention to what you call your 
Chile Copper Co. account. That joint account was first carried 
with Hornblower & Weeks, was it not?

Mr. R y a n . No. I think purchases were made through Horn
blower & Weeks, and when a round block of stock, for instance, fif
teen or twenty thousand shares, was required, it was turned over to 
the National City Co. and they took it up and carried it.

Mr. G r ay . We may save a little time. I have in front of me the 
account as it appears on the books of the National City Co. I  will 
give you these figures and I  want to have you tell me whether they
are correct. Have you a copy of that ?

Mr. R y a n . No; t  have not a copy, but I have my own figures and
I may be able to check it.
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M r. G ray. On January 15, 1929, the National City Co., on this 
account in which all you gentlemen were interested, received from 
Hayden & Stone 7,500 shares of Chile; on the 16th, from. Hornblower 
& Weeks, 20,000 shares of Chile; on the 17th, from Hornblower & 
Weeks, 5,000 shares of Chile; on the 18th, from Hornblower & 
Weeks, 30,000 shares of Chile; on the 21st, from Block, Maloney & 
Co., 11,900 shares of Chile; on the 22d, from Block, Maloney & Co., 
13,700 shares; on the 22d, from Dewey Bacon & Co., 4,900 shares; and 
on the 22d, from Hornblower & Weeks, 15,000 shares—making
108,000 shares of Chile. Is that approximately correct?

Mr. R y a n . I  do not know as to the amounts from the different 
brokerage houses, but my statement as furnished me shows that from 
January 14 to the 22 there was accumulated 111,100 shares o f Chile 
exchanged on February 4 for 81,103 shares of Anaconda.

M r. G ray. What date was that exchanged?
Mr. R y a n . On February 4.
Mr. G ray . On February 4. Now. the conversion privilege came 

into effect on January 23, did it nots
Mr. R yan . I  think it did.
Mr. G ray. And your last delivery of that stock into the National 

City was on January 22, was it not?
Mr. R y a n . Yes.
Mr. G ray . It is a fact, is it not, that with the knowledge in your 

possession that on January 23, 1929, the Anaconda Co. was airing 
effective an agreement for the conversion of Chile Copper stock, 
you, Mr. Kelly, Mr. Guggenheim, and the National City Co. started 
to accumulate Chile Copper stock?

Mr. R y a n . At the time we started to accumulate and did accumu
late the Chile stock the ratio of exchange had not been agreed upon.

Mr. G ray . Y ou knew it was going to be converted?
Mr. R y an . We expected it, and that was the reason for opening 

this account. We expected that a ratio would be agreed upon, and 
that before it had been agreed upon and made public, the stocks 
of these two companies had to be brought together, as I explained 
it previously, reasonably together, to avoid the crash that might 
occur if one of them was out of line with the other.

Mr. G ray. Yes; but what you did, having a knowledge of some
thing that the public never learned until January 23, was to start 
to accumulate this stock right up to the last minute on January 22 
and accumulated it and among the three of you made a net profit 
of a million and a quarter, did you not?

Mr. R y a n . I  made a loss, a very serious loss, myself, on the trans
action.

Mr. G ray. On this one transaction ?
Mr. R y a n . Yes. I  exchanged it for Anaconda and took the Ana

conda over and I have got it yet.
Mr. Gray . Y ou mean you have a loss as o f  to-day?
Mr. R y a n . What I  say is as of to-day.
Mr. G ray. So do all tne rest o f  us.
Mr R y a n . I  know.
Mr. G ray. I  should not have used the word “ us,” because I  haven’t 

any.
xu- r* ,c t11 not say on a certain day if  I  had done
this and done that I  would have made a profit. The fact of the
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matter is that I  exchanged it for Anaconda and took tlie Anaconda 
and I  have got it to-day. I  made a very serious loss on it.

Mr. G ray. When the division was made between these people that 
were in this little syndicate, you happened to take your stock and 
Mr. Guggenheim took cash, did he not?

Mr. K yan. He sold his stock; yes.
Mr. G ray. And Mr. Guggenheim's cash was $404,400.86, was it 

not?
Mr. R yan . I think it was.
Mr. G ray. And he had a one-third interest ?
Mr. R yan. He had a one-third interest.
Mr. G ray. And the other tw o-thirds, therefore, added to that, 

gives you a result o f  somewhere close to  a m illion and a quarter 
profit the day you made that d iv is ion ; is that right ?

Mr. R yan . I f  we were all smart enough to sell it at the highest 
price we would all have made a lot o f  money.

Mr. G ray. Y ou  were smart enough to  go out and accumulate itr 
but not smart enough to get rid  o f  it before the market dropped ?

Mr. R yan . Exactly. You are perfectly right.
Mr. G ray. Let us see how that was disposed of. How much stock 

did you convert—Chile into Anaconda?
Mr. R y a n . I  gave you that figure a minute ago—81,103 shares.
Mr. G ray . And o f  that the group sold 50,000 shares to Block,. 

Maloney & Co.?
Mr. R yan . Yes.
Mr. G ray. And the rest of it was divided either by cash or stock 

between you. That is correct, is it not ?
Mr. R ya n . Thirty thousand was divided.
Mr. G ray. Let us take the Greene-Cananea matter. That was 

operated and the stock accumulated through Hornblower & Weeks. 
That is correct, is it not?

Mr. R ya n . I  do not know that it was all through Hornblower & 
Weeks.

Mr. Gray. We have no record of the National City Co. that any 
of it came from anywhere but Hornblower & Weeks. And that 
account was 55, was it not?

Mr. R ya n . I believe it  was.
Mr. G ray . Did you know that when the National City Co. oper

ated in Cananea a little later, through another account, it happened 
to be known as Greene Cananea No. 55 ?

M r. R y a n . N o, s ir ; I  d id  not know that.
Mr. G ray . A s a matter o f  fact, that stock was accumulated-------
The C hairm an. They both had the same number?
Mr. G ray . Yes.
That stock was accumulated in this manner—if it is correct, please 

tell me, and if it is incorrect, please advise me—that on the 14th of 
December, 1928, Hornblower & Weeks delivered to the National 
City on this account 15,000 shares. On the 19th day of February,
1929,15,000 more; and on the 13tli of March, 1929, 25,000 more. Is 
not that correct?

Mr. R y a n . I  have no memorandum o f  it.
Mr. G ray . What does your total show—55,000 shares?
Mr. R ya n . No; the total shows 75,000 shares.
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Mr. G ray . Y ou are correct. As a matter of fact, there were 25,000 
shares that came out of this 55 account and went to the National 
City prior to this time, that is, to the National City Bank, not the 
National City Co., on a loan of $3,500,000; is that not correct?

Mr. R y a n . Yes; I  think it is.
Mr. G ray . The 55 that I have mentioned, plus that 25, would 

make 80; and then, as a matter of fact, in order to adjust your 
accounts back at Hornblower & Weeks and National City Co., this 
little syndicate returned 5,000 to Hornblower & Weeks, leaving you 
in a net position of 75,000 shares ?

Mr. R y a n . X do not remember what the operation was, but it was 
a net position of 75,000 shares.

Mr. G ray . What you then did was to divide that stock up; is not 
that correct?

Mr. R y a n . Yes.
Mr. G ray . In the Greene Cananea the same gentlemen were inter

ested as were interested in the Chile Copper, including the National 
City and excluding Mr. Guggenheim; is not that correct?

Mr. R y a n . Yes. But, Mr. Gray, I  would like to call your atten
tion to the fact that the transaction in Greene Cananea was in De
cember, 1928.

Mr. G ray . Down to March, 1929. I have given you the dates.
Mr. R y a n . Yes; but it was a practically idle account. There was 

no exchange of Greene contemplated at that time, and there was no 
exchange of Greene authorized for Anaconda until July 1,1929.

Mr. G ray . I  believe the record shows that.
Mr. R y a n . At that time this account was open. The Greene 

Cananea mines had just developed and opened up a very rich ore 
body, had demonstrated the value of it, which was very much in 
excess of what it had been before, but had not reached a point where 
it was desirable to take it over into Anaconda because the ore body 
had not been developed; but this account was more than six months 
old before any exchange into Greene Cananea had taken place.

Mr. G ray. A little less than four months before your last trans
action, and all this information that you are now giving us you gen
tlemen had, and you thought that Greene Cananea Copper was too
cheap, so you would have to make a little money------

Mr. R y a n . Everybody had the information. The world had it. 
It was a sensational ore body, and everybody knew as much about it 
as we did.

Mr. G ray . I am sorry I didn’t know about it.
Mr. R y a n . I am sorry, too.
Mr. G ray. The net profit of that syndicate from that transaction 

was $2,909,978.15, was it not?
Mr. R y a n . There was no profit to the members of the syndicate 

that were associated with me or to mvself, because we kept the stock 
We did not sell it; we kept it and turned it into Anaconda when the 
exchange was over in July, and we still have the Anaconda.

Mr. G ray . D o you know whether or not as o f  the date o f  d istribu
tion the account reflects a profit o f  that amount ?

Mr. R y a n . I do not know. I did not sell any stock, and I  have no 
means of knowing on the date of distribution. ‘

Mr. G ray . From these two accounts, Greene Cananea------■
Mr. K elley (to Mr. Ryan). Insist on having a chance to answer.
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Mr. Gray. I am giving him a chance.
Mr. R y a n . No ; you are not.
Mr. Gray. What is it you want to answer?
Mr. R y an . G o ahead.
Mr. Gray. I probably operate a little fast. This is Saturday, you 

know.
Mr. K elley. Y ou are rid ing him.
Mr. Gray . I let Mr. Kelley sit there, Mr. Chairman, because of the 

fact that if there was any information he had that Mr. Ryan did not 
have, I  would be glad to have him communicate it.

Senator G oldsborough. What was that remark, Mr. Kelley I 
Mr. K elley. I said that Mr. Gray was trying to ride the witness 

for the benefit of the gallery.
Senator G oldsborough. I think those things better go into the 

record.
Mr. G ray . From these two accounts, Green Cananea and Chile 

Copper Co., the National City took their interest in stock; that is 
right, is it not?

Mr. R y a n . I think so.
Mr. Gray . In the distribution?
Mr. R y a n . I think so.
Mr. G ray . Did you know that the records of the National City Co. 

show that?
Mr. R y a n . No; I did not.
Mr. G ray . Did you know that in the account books of the National 

City, the one headed Greene Cananea is a joint account, Greene 
Cananea, and it does not indicate who it belongs to at all?

Mr. R ya n . No ; I  did not know that.
Mr. G ray . Did you know that the only thing that appears 011 the 

top of the account of Chile Copper is “ Chile Copper Joint Account,” 
and there is nothing on the books to indicate who that sto -k belongs 
to?

Mr. R y a n . No; I don’t know that. I have no means of knowing 
anything about the accounts of the National City Co.

The C h a irm a n . I  just want to say to this gentleman who intro
duced himself here and found fault with the wav that you are 
questioning, Mr. Gray, that, first, there are no galleries here, and 
second, it is not his turn to butt in. He will be called as a witness 
later.

Mr. G ray . I am not going to call him, Mr. Chairman; I do not 
need him.

Senator G oldsborough. He is only permitted to sit there, Mr. 
Chairman, through courtesy, and he has no right to attempt to 
prompt the witness, anyhow. I am quite sure Mr. Ryan is able 
to take care of himself.

The C h airm an . I  suggest that you put him on the stand and ask 
him some questions.

Mr. K elley. I will be very glad to answer them, Mr. Chairman. 
The C h airm an . Unless the counsel for the committee thinks it 

entirely unnecessary, you will certainly be given a chance to tell 
about this great company of yours.

Mr. G ray . I think that is all from Mr. Ryan. I f  Mr. Ryan wants 
to make any statement I will be very glad to have him make it.
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The Chairm an . I  want to ask a few questions of Mr. Ryan before 
he leaves, partly for my own information.

The total stock outstanding of Anaconda is what?
Mr. R ya n . About 9,000,000 shares.
The Ch airm an . Was that the amount outstanding when it hit the 

peak in prices?
Mr. R y a n . Yes. The exchanges were all made by October, 1929, 

and that was about the time of the peak in prices.
The C h airm an . That peak was around $175 a share?
Mr. R y a n . I  do not know what the peak was, but I think it was 

small in February, 1929. These exchanges were not all made at that 
time. But subsequent to that time, subsequent to the time o f the 
peak, there was an offer of two shares of new stock of Anaconda 
for every five shares outstanding at $55. That automatically re
duced the price of Anaconda in the market. Let us say, for instance, 
that Anaconda was selling at $120 a share and they offered two new 
shares at $40. For every five shares of Anaconda at $120 you got 
five shares of Anaconda and two shares at $55, which would make— 
what would that be, Mr. Kelley?

Mr. K elley. I  have not been fo llow in g you.
Mr. R y a n . The rights at the price then prevailing were worth 

about $30 a share; so that automatically reduced the price o f  the 
stock.

The Chairm an . But that has no bearing on the fact that the 
total issue had a selling value of around $175 ?

Mr. R y a n . No, sir. In somebody’s testimony yesterday, or in 
Mr. Gray’s question, that point was overlooked, that the rights came 
off at that time.

The C h airm an . But the total selling value of Anaconda stock was 
9,000,000 times 175?

Mr. R y a n . What is that? No, no. There were only 3,800,000 
outstanding. These exchanges were not made at that time.

The Chairm an . So it was 3,800,000 times the peak of the market? 
Mr. R ya n . Something like that.
The C h airm an . What percentage of your stock is held by the 

public ?
Mr. R y a n . There are over 100,000 shareholders of Anaconda, so 

the average is about 90 shares per person. So we say it is all held 
by the public. I can say, I suppose, though, that as far as I  learn 
from the records, I am the largest holder of Anaconda stock and have 
been all during this period that we are talking about. I  still am the 
largest holder of the stock.

The Ch airm an . At the peak you owned what percentage durin** 
the period of 1929? About what percentage of the company* ° 

Mr. R y a n . I do not know. I have not figured it up in percentage. 
The Ch airm an . A very small percent %
Mr. R y a n . Yes, naturally; but still the largest individual holding 

m the company. 6
The C hairm an . When did the sharp rise in the copper market take

P18.C6 f

SnT* 5 |yan* ^ r* we are gating into things that------
The C hairm an . Oh, well, we don’t need a long discussion. I  iust want to get a few facts. JUS)l
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Mr. R y a n . I just want to give you a little history about that, be
cause just a straight answer to that question------

The C hairm an . Y ou can answer it. I  sim ply asked you  what 
time the sharp advance in copper took  place.

Mr. R y a n . D o you mind if I  give you some figures here? They 
are very brief.

The C hairm an . No; but the attorney said it took you an hour to 
explain it to him. We haven’t an hour this morning. We want to 
take what answers we can get in a much shorter time than that.

Mr. R y a n . The average price of copper by 5-year periods since 
the formation of the Anaconda Co. in 1895 was 15.555 cents per 
pound. That is the average for 35 years by 5-year periods. In
1928, early in 1928,1 think, the price was about at that average. In 
October of 1928 the Export Association of which the Anaconda Co. 
is a member warned the buyers when copper went above 16 cents a 
pound that they were putting up the market on themselves and doing 
everybody harm. That warning was repeated a month or so later.

The C h airm an . That warning was done how and by whom and 
when?

Mr. R y a n . By the Copper Exporters (Inc.), an association formed 
under the Webb-Pomerene Act, of which all of the copper producers 
are members. They handle all the foreign sales of practically all 
the American producers.

The C h airm an . American copper, then, was sold in a foreign land 
by one concern ?

Mr. R y a n . Yes.
The C h a irm a n . And that one concern indicated that they thought 

the price was getting too high ?
Mir. R y a n . Issued a public warning, published in every financial 

paper in the world, that there was plenty of copper and there was no 
need of buyers being panicky; that at 16 cents a pound enough cop
per would be brought out to take care of the needs. But despite 
that fact the price got out of control and went as high as 24 cents 
a pound, at which time the Anaconda Co. had sold six months’ pro
duction, six months ahead, and three months of that production was 
still in the ground and we had sold it in trying to stop the price 
from advancing to the high level.

The C hairm an . What was the result of the increase in other 
lands? There were other copper properties opened up in other 
places, were there not?

Mr. R y a n . I would not say as the result of the advance in price 
at that time. These developments in other countries had been going 
on for several years, and they would have taken place anyhow, 
whether the price went as high as it did or not.

The C hairm an . What is the cost of producing copper in other 
countries as compared with the cost of the Anaconda?

Mr. R y a n . I don’t think you can state a comparative cost.
The C h a irm a n . I s it  higher or low er?
Mr. R y a n . Anaconda has mines in other countries as well as in 

the United States.
The C h airm an . I  mean the Anaconda properties in the United

States. . . .
Mr. R y a n . The cost of the Anaconda properties in other countries 

is lower than it is in its mines in the United States.
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The Chairman  . What would be the approximate cost of produc
ing copper in the Anaconda properties in the United States, per 
pound ?

Mr. R yan . I have not the costs before me, Senator. I  d id  n o t ex-

Eect to testify as to the costs and those things, and I  have n ot the 
gures here before me.
The Ch airm an . But it is much lower in foreign lands?
Mr. R y a n . It is lower; yes. Anaconda produces about half its 

copper in the United States; I  mean on the basis of normal produc
tion.

The C h a i r m a n . In your Montana properties, how does the produc
tion compare with that at normal times?

M r. R y a n . The production in all o f  our properties, wherever situ
ated, just now is 20 per cent o f  the normal.

The Ch airm an . The properties are operating on a 20 per cent 
basis?

Mr. R y a n . On a 20 per cent basis; yes.
Mr. Gray . There is one other question, Mr. Ryan. In the matter 

of buying and selling on these various accounts did you issue the 
orders or did you give to your brokers any discretion ?

M r. R y a n . I do not know what I did  about that. I  can not recall 
and go back whether I gave discretion or whether I  d id  not. I  issued 
orders over the telephone, but I  can not recall at this time just what 
kind o f  orders were issued.

Mr. G ray . In other words, you may have fixed prices sometimes, 
and at other times you may have permitted the broker to use his 
discretion?

M r. R y a n . I  can not sa y ; I can not recall that.
M r. G ray . That is all I  want to ask.
(Witness excused.)

TESTIMONY OF JAMES A. FAYNE, MEMBER OF THE FIRM OF 
HORNBLOWER & WEEKS, NEW YORK, N. Y.

(The witness was duly sworn bv the chairman.)
Mr. G ray. Will you give your full name, Mr. Fayne, please?
Mr. F ayne . James A. Fayne.
M r. G ray. W here do you reside, please?
Mr. F ayn e . Rye, Westchester County, N. Y.
Mr. G ray . Y ou are a member of the brokerage firm of Hornblower 

& Weeks?
Mr. F ayne . Yes.
Mr. G ray . And that firm is  a member o f  the New York Stock 

Exchange?
Mr. F ayne . Yes.
Mr. Gray . It is a fact that a great many of the transactions in 

which Mr. Ryan was interested, either for himself or himself and the 
National City and others, were handled through your firm. Is that 
right ?

M r. F ayn e . I  only know his own transactions. All of the trans
actions were considered to be his.

Mr. G ray. That is to say, you yourself as a member of the firm  of 
Hornblower & Weeks did not know there was anyone else interested 
in the accounts that he was buying and selling in s
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Mr. F ayne . No; we simply knew him to be accountable and re
sponsible for the accounts.

M r. G ray. Y ou have had an account that was known as the Greene 
account, with your company. I am speaking now of the year 1929, 
in the spring. Do you recall that account ?

Mr. F ayne. Well, not from personal recollection. I  do because 
your examiner, Mr. Benton, refreshed my memory on it two days 
ago.

Mr. G ray. That was Mr. Ryan’s account?
Mr. F ayne . I  considered they were all Mr. Ryan’s accounts.
Mr. G ray. Y ou had an account that was known as the Greene 

No. 55?
Mr. F ayn e . Yes, sir.
Mr. G ray. Both of those accounts dealt in copper stocks alone; 

is not that true?
Mr. F ayne . Oh, yes; always in copper stocks alone.
Mr. G ray. I direct your attention to the fact that on March 20,

1929, there were certain transactions that took place in the account 
that was known as Greene 55. I am showing you a photostatic copy 
of the transcript of this account taken from the books of Hornblower 
& Weeks. As a matter of fact, it is not true that the order in which 
the items appear on the books is the order in which the transactions 
took place, is it?

Mr. F ayn e . It is seldom true. It may be.
Mr. G ray . In other words, it may be that an order that is entered 

first on that date may have been nearly the last transaction; is not 
that true?

Mr. F a yn e . Yes. It depends upon when the tickets come into the 
office.

Mr. G ray . A s a matter o f  fact, do you  recall the range o f  the 
stock on  that day?

Mr. F ayn e . May I  say I  have refreshed my memory through Mr. 
Benton?

Mr. G ray . I  am very glad that you have. What was the range?
Mr. F ayn e . From about 188 to about 196.
Mr. G ray . Please keep your voice up. From about 188 to about 

196?
Mr. F a y n e . Yes, sir.
M r. G ray . A s a matter o f  fact, before 2 o ’clock  on that day, that 

is, between the opening o f  the exchange at 10 o ’clock  in the m orning 
and 2 o ’clock  in the afternoon, there were no excessively large trans
actions in  that account, were there ?

M r. F ayn e . N o, sir. I  think the largest was 800 shares.
Mr. G ray . And during those hours between 10 and 2 o’clock that 

account had stock bought for its account and stock sold for its 
count, did it not?

Mr. F ayn e . Yes, sir.
Mr. G ray . Very active, was it not?
M r. F ayn e . N o ; it was a very active day in the market.
Mr. G ray . Speaking generally about this account all tlie way 

through------
Mr. F ayn e . It was very active, not exceptionally active.
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M r. G ray . Taking, fo r  instance, the nineteenth, just as an illus
tration— this [indicating] is the sold side, is it not?

Mr. F ayne . Yes.
Mr. G ray . There were sold 400 shares, 1,100 shares, 2,100 shares, 

1,600, 600, 2,300 1,200, 500,1,000, 500, 400—that is correct, is it not!
Mr. F ayn e. Yes.
Mr. G ray. And on the same day there were bought 100, 500, 300, 

500, 600, and so forth ?
Mr. F ayne . Yes.
Mr. G ray . And on the 19th, as a matter of fact, the range of the 

market was such that the opening was low and the prices rose steadily 
throughout the day until the close of the market ?

Mr. F ayne . Was it lower than the previous close?
Mr. G ray . I  can not answer you that question, whether it was 

lower than the previous close; but, as a matter of fact, the market 
through the day steadily rose ?

Mr. F ayn e . Yes; that is correct.
Mr. G ray . And the sales range from 200,100,2,500, 2,400,500, 500, 

1,100, 500, 300,100, 500—down to the point that I  have read; that is 
correct, is it not?

Mr. F ayne . Yes.
Mr. G ray . Also there appear two items, one sale o f  10,000 and one 

•of 25,000.
I  will finish, Mr. Chairman, in about two minutes on this matter.
That represents what—a sale of stock out of that account?
Mr. F ayn e . Yes, sir.
M r. G ray . A sale o f  35,000 shares, does it not?
Mr. F ayne . That is right.
Mr. G ray. I  direct your attention to the fact that on the same day 

in this other account of Mr. Ryan’s appears the purchase of 35,000 
shares—does it not ?

Mr. F ayne . Yes, sir.
Mr. G ray. A n d  at the same price ?
Mr. F ayne . Yes, sir.
Mr. G ray . An unusually large quantity, was it not?
Mr. F ayn e. Exceptionally large.
Mr. G ray. Yes.
Mr. F ayne . Extraordinary.
Mr. G ray. And just at present, Mr. Fayne, I do not want you to 

stop, for an explanation, but I will give you an opportunity to main* 
it. That resulted from your giving one broker an order to sell 35,000 
shares and another broker to buy 35,000 shares, did it not?

Mr. F ayne . No, sir.
Mr. G ray . All right; we will leave it for a moment. As a result 

o f that transaction, that stock jumped from 192 to 196 that afternoon 
and you stepped in and sold at tnese advanced prices a very large 
quantity of stock, did you not? 6

Mr. 1 F'a y n e . Yes, sir.
G ray . Do you mean to tell me that that buying and selling at 

192 was not a pure wash sale which had the effect of putting the
market up some four or five points thereafter?Mr. F ayn e. Precisely.

Mr. G ray. It was not?
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Mr. F ayne . Precisely; I  mean to say precisely it was not a wash 
sale.

Mr. G ray . All right; you can make any explanation you want 
about it.

Mr. F ayne . Now?
Mr. Gray . Yes; certainly.
Mr. F ayne . The purchase order was entered in a purely routine 

way. An order was given to a member of the stock exchange to buy 
at 1921  ̂ or better all the Greene-Cananea that was offered 
immediately.

Mr. G ray. That was called an immediate unlimited order ?
Mr. F ayne . It was called immediate.
Mr. G ray . And an unlimited order?
Mr. F ayn e . It is not unlimited, Mr. Gray. It would be unlimited 

as to an amount, but not as to time.
Mr. G ray . G o ahead.
Mr. F ayn e . He misinterpreted that as a G. T. C. order.
Mr. G ray . That is good till cancelled order?
Mr. F ayn e . That is a good till cancelled order.
Mr. G ray . Yes.
Mr. F ayn e . In the ordinary procedure it would take in that par

ticular stock on that day not more than three minutes and probably 
with a good execution two and a half minutes to get a report back 
to our office, back to me. No report came, and after the lapse of three 
minutes, assuming that nothing extraordinary had occurred and that 
a normal transaction had taken place, that we had bought maybe six 
or eight hundred shares, but certainly not more than a thousand 
shares, I  gave another broker an order to sell all the stock he could at 
192 or better.

Mr. G ray . Let us stop right there. Irrespective of what else you 
did, you gave one broker an order to buy all the stock he could at 
192^ or whatever it is or better, and another broker an order to sell 
all the stock he could at that same price?

Mr. F ayn e . Not at the same time.
M r. G ray . But in three minutes of each other?
Mr. F a y n e . There is a half point limit difference.
Mr. G ray . A half a point limit difference, all right; but within 

three minutes of each other?
Mr. F a yn e . Yes, sir.
Mr. G ray . And the largest sale on that day was something like 800 

shares, and this order was 35,000 or all he could buy or sell ?
Mr. F ayn e . And so had every other order entered that day, all 

that he could buy or sell.
Mr. G ray . Y ou had discretion in this matter, d id  you  not?
Mr. F ay n e . Absolute discretion, especially when Mr. Ryan was not 

available. .
Mr. G ray . In other words, i t  perm itted you to  go in and buy aU 

the A iiaconda  stock you wanted to and sell all you wanted to, in your 
discretion ?

Mr. F a y n e . I  had absolute discretion; yes. ,
Mr. G ray . Or Greene-Cananea in this case. But as a matter ox 

feet, that was also true with respect to Chile and Anaconda, was 
it not)
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M r. F ayne. Yes, sir; with respect to numerous other stocks.
M r. G bay. Y ou  kept your market right where you wanted it?
M r. F ayne . It stabilized the market. That was my job .
Mr. G ray. That can be done that way, can it not, very easily ?
Mr. F ayne . Stabilize it.
Mr. G ray. Stabilize it, you kept putting it down and putting it up 

and keeping it down and keeping it up whenever you wanted—it 
is an easy thing to do when you know how.

Mr. F ayn e . No. # .
Mr. G ray. Well, we have had a lot of traders that tell us that it is. 
Mr. F ayne . I  know; I  have read a lot of testimony to that effect, 

but I  do not think it is correct.
Mr. G ray. What happened? Here you have two orders outstand

ing with two brokers. What happened?
M r, F ayn e . The brokers who had the sell order came to us on the 

phone and said, “ We have sold over 10,000 shares. Is it all right?
We said, “ No; cancel the order immediately.”

We immediately got in touch with our broker and told him what 
happened, and then and there for the first time found that he had 
misinterpreted our order, as you say, as unlimited, so far as the 
amount was concerned and time, and stood there bidding for stock; 
the sell broker got in there and filled bis bids.

Mr. G ray . With the result that one of your brokers that you had 
an order to sell with sold 35,000 shares to the broker that you gave 
an order to buy ?

Mr. F ayne . But neither broker had any idea that I  intended------
Mr. G ray (interposing). I  don’t care whether he had any idea 

or not.
Mr. F ayne . With that result.
Mr. G ray. That is what happened. When it happened what did 

you do thereafter? That twenty-five or thirty-five thousand shares
went to this Greene 25 account------

Senator G oldsborough. Fifty-five account.
Mr. G ray. Fifty-five account. With these 25’s and 35’s and 55’s, 

I  have to keep my tongue wagging to keep them straight.
Then what was the next step that was done with it as far as these 

accounts are concerned?
M r. P ayne . Y ou mean what d id  I  do or what happened in  the 

accounts?
Mr. G ray. What happened in the accounts?
Mr. F ayn e . I  do not handle the accounts. I  did not handle the 

entry of the transactions.
Mr. G ray. Let us see what happened in that account.
Mr. F ayne . May I  tell you what I did ?
Mr. G ray. Yes ; you tell us what you did.
Mr. F ayne . I  immediately tried to get in touch with Mr. Byan 

and found he was not in the office. By this time every broker on the 
floor had noticed the extraordinarily large transactions on the tape. 

Mr. G ray. A  lot of traders got fooled and stepped in, didn’t they? 
Mr. F ayn e . Floor traders are always attracted to a stock by an 

unusual volume on the tape, and this was a very unusual volume.
Immediately word came to me from the floor that all sorts of stock 

was wanted and it had gone from 192 or 192y2, and I  then took it
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upon myself, without being able to get in touch with Mr. Ryan, to 
immediately keep that stock from going through the roof by selling 
all the stock I could upon my own authority.

Mr. G ray. Whether it was done to keep it from going through the 
roof or not, it went to 196 and something, did it not ?

Mr. F ayne. Yes.
Mr. G ray. And you disposed of it at the advanced price, a great 

deal of the stocks that were in this account; that is correct, is it not ?
Mr. F ayne . All that they would take from me on a scale up.
Mr. G ray . Do you know how much stock you sold on either or 

both of these accounts after that transaction of 35,000 shares ?
Mr. F ayne . No. Mr. Benton showed me the other day that 2,700 

shares was sold the next day. Therefore, I assume everything else 
must have been sold the first day.

Mr. G ray . In other words, you cleaned the account out ?
Mr. F ayne . That is what the record shows. I  have no present 

recollection. You have those records.
Mr. G ray . How much did you have in it to clean out?
Mr. F ayn e . That I do not recall. I knew, of course, because I 

always had in front of me a memorandum furnished by my book
keepers every morning.

Mr. G ray . Did you know that the books of these two accounts 
showed that as of the same date, the entry being made the next date 
because deliveries are not made until the next date,‘that that 35,000 
shares was switched back again to the other account that sold it ?

Mr. F ay n e . I must have known it, because------
Mr. G ray  (interposing). It did happen, didn’t it ?
Mr. F ayn e . Yes; it did happen.
Mr. G ray . So whether it was a mistake or not and whether it was 

intentional or not, Mr. Fayne—and I am not discussing that part of 
it; I want to show what was done and what can be done in a situation 
of this kind—the fact is that at 2 o’clock in the afternoon one broker 
got an order to buy at a price 35,000 or an unlimited quantity of 
shares, and at a point within a half a point of that another broker 
got an order to sell 35,000 or an unlimited quantity; that as a result 
of that transaction going through people were attracted to the stock, 
the stock, notwithstanding the fact that you say you were trying to 
keep it down, jumped four and a fraction points, thus giving you 
the opportunity to dispose of all of the stock belonging to Mr. Ryan 
and his friends at an advanced figure and you got rid of all of it 
that day except 2,700 shares, which you disposed of the next morn
ing ? That is the situation.

Mr. F ay n e . I f  you will let me say “ compelling ” me to get rid of 
it, I will agree with you.

Mr. G ray . Let you say what?
Mr. F ay n e . Compelling; not enabling. I had to get rid of it to 

try to stabilize the market, Mr. Gray. You remember Greene- 
Cananea was a volatile stock. It went up because there was a very 
small number of shares outstanding. It went up, for instance, on 
the previous transactions from its opening under 188 to 192 on normal 
transactions.

Mr. G ray . Well, of course, if  you were endeavoring to keep the 
price of the stock stable and stop it from going through the roof, as
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you said, no matter what your motive was, whether it was that or 
the taking of the profit, what you did do was to get the profit?

Mr. F ayn e . Yes; but I  had no idea that m y principal w as going 
to close the account. In fact, I  think it was closed because of this 
transaction.

Mr. G ray . Y ou did that as a part of your discretion, did you not? 
Mr. F ayn e . Yes; but I  mean that did not necessarily close the 

account. It was the result of the trading that went on.
Mr. G ray . Of course, you could; but you did not.
Now, another question: This transaction carried with it, of neces

sity, brokers’ charges and commissions, did it not?
Mr. F ayn e . Yes, sir.
Mr. Gray . In other words, it carried through with it an expense. 

Do you know what it amounted to ?
Mr. F ayn e . Just on the volume and the stated commission it must 

have been around seventeen to eighteen thousand dollars.
Mr. G ray . Yes.
M r. F ayn e. Commissions and taxes.
M r. G ray. Now , you  say that it  was your mistake?
Mr. F ayn e . No; I  do not. I  beg your pardon. I  say it was the 

floor broker’s mistake to whom I gave the order.
Mr. G ray. The floor broker was acting for you?
Mr. F ayn e . That is right.
Mr. G ray . Arid in the ordinary handling of stock exchange mat

ters, if a mistake of that kind would happen the brokerage house 
who were exercising the discretion and whose agents on the floor 
made the mistake, would stand the loss, would they not?

Mr. F ayne . Yes, sir.
Mr. G ray . In this instance your books show that it was charged 

against one of these accounts. I f  this was not done deliberately in 
connection with these tw o accounts and it  was a mistake, w hy d idn ’t 
H ornblow er & Weeks stand that expense ?

Mr. F ayn e . Because our principal would not permit us to.
Mr. G ray . Would not permit you to?
Mr. F ayn e . I  went to Mr. Ryan after 3 o’clock and told him it 

was because of the mistake of the broker which had the order. Mr. 
Ryan would not do it. He is that kind of a customer.

M r. G ray . A n d  he would not let you stand fo r  it?
M r. F ayn e . N o, sir.
Mr. G ray . I submit this to the committee because, whether i t  was 

a real transaction, done intentionally? or whether it was a miHtnlrftn 
transaction done as Mr. Fayne says, it shows what can be done and 
what results follow when they are permitted to handle transactions 
this way.

The Ch airm an . In other words, it had the effect of a wash sale. 
Mr. Gray . It is a plain wash sale on the record.
Mr. F ayne . Yes; it had the effects of it, but it was not a wash sale. 
Mr. G ray . Mr. Chairman, that is all I  have to-day.
The Chairm an . The committee will recess until the call o f the 

chairman. Thank you, Mr. Fayne.
(Whereupon, at 11.30 o’clock a. m., the committee adjourned, 

to meet again upon the call of the chairman.)
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