
STOCK EXCHANGE PEACTICES

THURSDAY, OCTOBER 19, 1933

UNITED STATES SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON

BANKING AND CURRENCY,
Washington, B.C.

The subcommittee met, pursuant to adjournment on yesterday, at
10 a.m. in the caucus room of the Senate Office Building, Senator
Duncan U. Fletcher presiding.

Present: Senators Fletcher (chairman), Adams (substitute for
Barkley and proxy for Costigan), Townsend, Couzens, and Golds-
borough (substitute for Norbeck).

Present also: Ferdinand Pecora, counsel to the committee; Julius
Silver and David Saperstein, associate counsel to the committee; and
Frank J. Meehan, .chief statistican to the committee; Martin Conboy,
counsel for Albert H. Wiggin; Eldon Bisbee, Henry Root Stern,
Alfred E. Mudge, Joseph B. Lynch, Julian L. Hagen, and C. Horace
Tuttle of Rushmore, Bisbee & Stern, and also Albert G. Milbank,
William Dean Embree, and A. Donald MacKinnon of Milbank,
Tweed, Hope & Webb, counsel for The Chase National Bank and The
Chase Corporation.

The CHAIRMAN. The subcommittee will come to order. You may
proceed, Mr. Pecora.

TESTIMONY RESUMED OF ALBERT H. WIGGIN

Mr. PECORA. Mr. Wiggin, reference has heretofore been made to a
corporation called the Metpotan Securities Corporation. You are
familiar with that corporation, aren't you?

Mr. WIGGIN. More or less; yes, sir.
Mr. PECORA. When was the Metpotan Securities Corporation or*

ganized, Mr. Wiggin?
Mr. WIGGIN. In 1921.
Mr. PECORA. Was that on the occasion of the merger between the

old Metropolitan Trust Co. and the Chase
Mr. WIGGIN (interposing). No, sir. I t was at the time of the

merger of the Metropolitan Bank, not the Metropolitan Trust Co.
That was a different institution. At the time of the merger of the
Metropolitan Bank with Chase.

Mr. PECORA. Oh, it was the Metropolitan Bank, was it?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. IS the Metpotan Securities Corporation still actively

engaged in business ?
Mr. WIGGIN. It is still in business, but I do not know that it is

active.
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Mr. PECORA. YOU do not know how active it is ?
Mr. WIGGIN. No.
Mr. PECORA. I t is a wholly owned corporation, I mean wholly

owned by the Chase Securities Corporation, isn't it?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And has been from its inception?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Did you hold any office in the Metpotan Securities

Corporation at any time?
Mr. WIGGIN. No, sir.
Mr. PECORA. Were you a director of it?
Mr. WIGGIN. No, sir.
Mr. PECORA. Were you familiar with the various activities par-

ticipated in by that Metpotan Securities Corporation in which the
corporation, with others, traded in the capital shares of the Chase
National Bank?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. I want especially to call your attention to those activ-

ities, embraced within a period of time beginning on January 1,1928,
and terminating on December 31, 1932.

Mr. WIGGIN. All right.
Mr. PECORA. DO you recall a joint account that was formed on or

about September 21,1927, which was participated in by the Metpotan
Securities Corporation and by the following firms': McClure, Jones
& Co., Potter & Co., and Blair & Co.?

Mr. WIGGIN. I know that there was such an account.
Mr. PECORA. Who managed that account?
Mr. WIGGIN. The Metpotan Securities Co. managed the account.

Is it the Metpotan Co. or the Metpotan Securities Co. ? [Addressing
an associate.] I t is the Metpotan Securities Corporation, Mr. Pe-
cora, that managed the account.

Mr. PECORA. What was the purpose of the% account?
Mr. WIGGIN. To buy and sell stock of the 6ank.
Mr. PEOORA. Of The Chase National Bank?
Mr. WIGGIN. Yes, sir.
The CHAIRMAN. Who were the officers of the Metpotan Securities

Corporation at that time?
Mr. WIGGIN. I will have to ascertain. I cannot remember.
The CHAIRMAN. All right, please do so.
Mr. WIGGIN. Just a minute, please.
The CHAIRMAN. Very well.
Mr. WIGGIN. My associates have now given me a schedule and I

can answer the question.
The CHAIRMAN. All right. Please do so.
Mr. WIGGIN. Its president was R. L. Clarkson; treasurer, W. G.

Shaible; secretary, W. W. Downing; vice president, H. G. Free-
man, and vice president, D. A. Holmes.

Mr. PECORA. What connection did they have outside of those offices
with the Metpotan Securities Corporation?

Mr. WIGGIN. They were all associated either with the bank or
with the Securities Co., but I think they were all connected with
the Securities Co. I can verify that if you wish me to do so.
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Mr. PECORA. Have you a copy or the original of any letter or
agreement respecting the terms and conditions upon which this
joint account wasi formed in September of 1927 ?

Mr. WIGGIN. No. I have none.
Mr. PECORA. Can you produce a letter, or a copy thereof, dated

September 21, 1927, addressed by the secretary of the Metpotan
Securities Corporation to Blair & Co. ?

Mr CONBOY. That is the letter that we furnished you a photostat
of, Mr. Pecora ?

Mr. PECORA. Yes.
Mr. WIGGIN. Yes, sir; I have it here.
Mr. PECORA. DO you recognize that letter to be a true copy of a

letter so sent under date of September 21, 1927, to Blair & Co. by
the Metpotan Securities Corporation?

Mr. WIGGIN. I have no question about that. I assume that it is.
Mr. PECORA. I offer that letter in evidence, and ask that it may

be spread on the record of the subcommittee's hearings.
The CHAIRMAN. That will be done.
(The photostat of the letter dated September 21,1927, was marked

" Committee Exhibit No. 9<y October 19, 1933," and will be found
below where read by Mr. Pecora.)

Mr. PECORA. The letter reads as follows:
SEPTEMBER 21, 1927.

BLAIR & Co., INC.,
24 Broad Street, New York, N.Y.

GENTLEMEN : We confirm that we have this day formed a 4-4 account in which
MeClure, Jones & Co., Potter & Co., yourselves, and ourselves each have a one
fourth Interest, for. the purqhase.and sale of stock of the Chase National Bank
and Chase Securities Corporation. The account has today purchased 313 shares
at $525 per share. It may also trade in such stock in the market, with the
understanding that as a result of such trading, the account shall not be long at
any one time more than 1,800- shares.

It is our understanding that of the stock in the account 50 percent is to be
carried by yourselves and 50 percent by ourselves. And that we are to charge
the account at the end of each month 5 percent interest per annum for carrying.

The account shall run for a period of 60 days from September 21, 1927, but
may be further extended by mutual consent of all the members.

Kindly confirm that the above is in accordance with your understanding.
Very truly yours,

Secretary.
Senator COUZENS. Who is it signed by?
Mr. PECORA. The copy that we have does not show a signature, but,

apparently, it was signed by the secretary of the Metpotan Securities
Corporation.

Mr. CONBOY. What was that last paragraph that you read, Mr.
Pecora ?

Mr. PECORA. I t reads:
Kindly confirm that the above is in accordance with your understanding.
Mr. CONBOY. All right.
Mr. PECORA. Why do you ask? Wasn't that the way that I

read it?
Mr. CONOBOY. I think not. I think you used the word " sug-

gestion."
Mr. PECORA. Will the committee reporter read the last paragraph

that I just read.
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The Committee Eeporter (Mr. Hart)..As I took it down from
your reading it was:

Kindly confirm that the above is in accordance with your suggestion.

Mr. PECORA. Oh, I beg pardon. I misread the word. It should
have been "understanding " instead of the word " suggestion."

Mr. CONBOY. That was what I wanted to make sure of.
Mr. PECORA. Mr. Wiggin, this account was not, as a matter of fact,

terminated at the end of 60 days from September 21, 1927, but con-
tinued for a period of about six months, to March 20, 1928, did
it not?

Mr. WIGGIN. Mr. Hargreaves tells me that is correct.
Mr. PECORA. And do you know how many shares were traded in

for the purpose of this account during its existence?
Mr. WIGGIN. IS this your question of yesterday, Mr. Pecora? Is

that the figure you now want?
Mr. PECORA. NO. It is just simply one of the items.
Mr. WIGGIN. And this is how much was traded in?
Mr. PECORA. HOW many shares were traded in by this account

during its existence?
Mr. WIGGIN. The same stock was sold; yes, sir.
Mr. PECORA. Yes.
Mr. WIGGIN. I am advised that the total purchases were 22,217

shares.
The CHAIRMAN. HOW about sales?
Mr. WIGGIN. The same stock was sold; yes, sir.
Mr. PECORA. Was it all sold?
Mr. WIGGIN. SO they tell me; yes, sir.
Mr. PECORA. SO that upon the termination of the account there

was no distribution of stock among the participants?
Mr. WIGGIN. That is correct, I am informed.
Mr. PECORA. DO you know how much money was laid out in the

acquisition of those shares, or what the shares cost the account?
Mr. WIGGIN. Mr. Hargreaves tells me that the amount was

$13,240,356.32.
Mr. PECORA. During the operation of this account all those shares

were sold by March 20, 1928?
Mr. WIGGIN. I am SO advised.
Mr. PEOORA. What was the total?
Mr. WIGGIN. May I make one statement right there, perhaps so

there won't be any misunderstanding about it, that the account was
extended again, from March into April?

Mr. PECORA. TO what date in April?
Mr. WIGGIN. April 18,1 am advised.
Mr. PECORA. Well, wasn't another joint account entered into on

April 18,1928?
Mr. WIGGIN. I will ascertain that. (After conferring with an

associate.) Yes, sir.
Mr. PECORA. SO that instead of there having been an extension of

this account beyond April 18, 1928, a new account was entered into
on that date?

Mr. CONBOY. Mr. Wiggin did not say it was extended beyond
April 18. He said it was extended from March 20 to April 18. You
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see, Mr. Pecora, originally it was extended to March 20, and then
again extended to April 18.

Mr. PECORA. All right. We now so understand. Now, referring
to this first account, which you say now was exteneded from March
20 to April 18,1928, what was realized from the sale of the 22,217
shares of bank stock that had been acquired?

Mr. WIGGIN. I am advised that the amount realized was
$13,290,977.05.

Mr. PECORA. That resulted in a profit of how much to the syndi-
cate, that is, the gross profit?

Mr. WIGGIN. I am advised that the profit was $50,620.73.
Senator COTXZENS. Have you any information as to who was sell-

ing this stock at that time, and who were buying it?
Mr. WIGGIN. DO you mean when the Metptftan Co. purchased it,

who was the seller?
Senator COTJZENS. Yes.
Mr. WIGGIN. I haven't any idea. (Inquiring of an associate.) I

cannot answer that question. We have no knowledge of it.
Senator COUZENS. Were you selling any?
Mr. WIGGIN. I do not think so.
Mr. PECORA. DO you know how many of those 22,217 shares which

were acquired and sold by this syndicate were actually transferred
of record?

Mr. WIGGIN. I have no knowledge of that, of course. (Inquiring
of an associate.) I do not know of any way of determining that.

Mr. PECORA. Was this syndicate account conducted in the over-the-
counter market or in the exchange market during the period of time
that the stock was listed on the New York Stock Exchange?

Mr. WIGGIN. Some of the transactions may have been on the ex-
change. I have no knowledge, but the bulk of the market, of course,
was off the exchange, in the over-the-counter market.

Mr. PECORA. Mr. Wiggin, what was the purpose in the formation
of this syndicate and the conduct of its operations in the stock of
the bank?

Mr. WIGGIN. Hoping to keep a steady market in the stock.
Mr. PECORA. Was that the only purpose?
Mr. WIGGIN. I think so.
Mr. PECORA. Did the bank at that time contemplate any merger

with any other bank?
Mr. WIGGIN. This is what year?
Mr. PEOORA. 1928.
Mr. WIGGIN. I do not know, but I do not think there was any-

thing of the kind in contemplation at that time.
The CHAIRMAN. Were those associates of yours particularly in-

terested in keeping a market for the bank stock?
Mr. WIGGIN. NO. I think they did it simply to make money.
Senator COUZENS. DO you consider that a good practice in the

handling of stock of a national bank?
Mr. WIGGIN. I think so. I think it wise to have a market for

stock.
Senator COUZENS. Well, then, why did you take it off the New

York Stock Exchange listing?
Mr. WIGGIN. Well, for the reasons that I gave on yesterday, Sen-
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Senator COTTZEHS. YOU must have changed your mind about it,
because you think it is good practice to do that with national bank
stock, and still you took it off the market for the reasons you in-
dicated on yesterday.

Mr. WIGGIN. Well, the Stock Exchange did not furnish the big
market on bank stocks, you know. The big market was the over-
the-counter market, as Mr. Pecora pointed out on yesterday.

Senator COTTZENS. Would you think it good practice to engage in
now, with, the present status of banking generally ?

Mr. WIGGIN. I think so, probably a much better practice now than
then.

Senator COTJZENS. Then you believe in speculation in bank stocks ?
Mr. WIGGIN. I believe in the purchase and sale of bank stocks;

yes, sir.,
Mr. PEOORA. Well, in answer to Senator Couzens' last question you

said you believed in the purchase and sale of bank stocks. The ques-
tion, as I recall it, was: if you believed in speculation in bank stocks.
Do you think the terms used by you are synonymous with those used
by Senator Couzens?

Mr. WIGGIN. NO, sir; and that was the reason I answered differ-
ently, because I do not think them synonymous.

Mr. PECORA. Why don't you answer Senator Couzens' question,
then?

Mr. WIGGIN. Well, that is opening up the whole question of
whether speculation is justified or not.

Mr. PECORA. Well, I presume Senator Couzens desired you to open
it up when he asked you the question.

Mr. WIGGIN. Well, that requires a great deal of consideration,
when you are,^oing to answer a general question as to whether you
really believe in speculation or not.

Mr. PECORA. DO you believe in speculation in bank stocks? Do
you believe it was the proper thing for any subsidiary of Chase
Securities Corporation, which in terms was an investment affiliate
of The Chase National Ba^nk, to indulge in speculation in the stock
of the bank, by the Securities Corporation?

Mr. WIGGIN. First, I should like to know what speculation is.
Mr. PECORA. Well, that seems to be a term that nobody in Wall

Street is quite able to define, or at least is willing to define, so far
as our experience here is concerned. But what does speculation in
stock mean to you?

Mr. WIGGIN. This is simply asking my opinion as to what is specu-
lation in stocks?

Mr. PECORA. Yes.
Mr. WIGGIN. An investment that is unsuccessful is usually called

a speculation.
Mr. PECORA. IS that what the term speculation means to you?
Mr. WIGGIN. I think that is about what it means to investors.
Mr. PECORA. What is the difference between speculation in stock

and gambling in stock, to your notion ?
Mr. WIGGIN. YOU are asking m£ questions that there is no deSnite

answer to. I t is really a matter of opinion that you are asking me
to express.

Mr. PECORA. Let us have your opinion. We understand that you
are not on the stand as an expert lexicographer.
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Mr. WIGGIN. I think in the newspapers the words "gambling in
stocks" and the words " speculation in stocks" are given about
the same interpretation.

Senator COUZENS. IS that your interpretation of them ?
Mr. WIGGIN. I do not know how to describe gambling in stocks.
Senator COUZENS. Well, what is the difference, then, between your

understanding of investment in stocks and speculating or gambling
in stocks? I have a very clear idea of what investment is, and I
also have a very clear idea of what speculation and gambling in
stocks means, but I should like to know if you think the two names
are synonymous.

Mr. WIGGIN. Of course I find in New York that if the individual
investor, or speculator, borrows from a stockbroker and carries the
stock on margin account, it is termed a speculation, whereas if he
pays for it they call it an investment. Or if he borrows from a bank
they call it an investment. It is a pretty narrow definition, but I
think it does exist.

Senator COUZENS. IS the time that he holds it any factor as to
whether he is speculating or investing?

Mr. WIGGIN. Yes; I think so. But I do not know just where you
would draw the line.

Senator COUZENS. Where would you draw the line between invest-
ing in stock or speculating or gambling in stock?

Mr. WIGGIN. I cannot draw that line.
The CHAIRMAN. I understood you to say that if the investment was

unsuccessful you would call it speculation. If it is successful what
would you call it?

Mr. WIGGIN. Then they think they have made a wise investment.
[Laughter.]

Mr. PECORA. Have you heard of persons operating in the stock
market for speculative purposes right at the outset?

Mr. WIGGIN. Might I have that question read to me?
Mr. PECORA. Certainly. The committee reporter will read the

question to you. (Which was done.)
Mr. WIGGIN. I think so; yes, sir.
Mr. PECORA. HOW would you denominate a speculative operation

of that nature? How would you describe it?
Mr. WIGGIN. Oh, I don't know how to describe those things.
Mr. PECORA. NOW, speculative operations very often are successful,

too, aren't they, and result in a profit to the speculator?
Mr. WIGGIN. I think they used to be. [Laughter.]
Mr. PECORA. Well, when they did—and apparently they still do

according to some reports—but when they did they were speculations
from the outset, weren't they?

Mr. WIGGIN. Oh, I think, in some cases.
Mr. PECORA. Doesn't that cause your definition, or rather your

distinction, between speculation and investment to virtually dis-
appear ?

Mr. WIGGIN. Possibly. I do not mean to pose as an expert on
definitions, you understand.

Mr. PECORA. When you hear that a person is going to invest in
securities, what does that convey to you?
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Mr. WIGGIN. That they have money to use, that they want to use
in a way that will give them an income return.

Mr. PECORA. And when you hear that a person is going to speculate
in the stock market what does that convey to your mind as indicating
what kind of operation it is?

Mr. WIGGIN. That they are planning to make purchases and sales
hoping to make a profit.

Mr. PECORA. Hoping to make a profit by resale at a higher figure ?
Mr. WIGGIN. Rather than income from the investment, yes.
Mr. PECORA. Well, now, when the Metpotan Securities Corpora-

tion entered into this joint account in September of 1927, with Blair
& Co., McClure, Jones & Co., and Potter & Co., did it contemplate
going into a speculative transaction or an investment transaction?

Mr. WIGGIN. I do not consider that it was an investment, that it
was intended as an investment, and I do not think they regarded
it as a speculation. I think they regarded it as a temporary pur-
chase, but not done for the purpose of speculation.

Mr. PECORA. AS a temporary purchase, did you say?
Mr. WIGGIN. AS a temporary investment.
Mr. PECORA. AS a temporary investment, do you say?
Mr. WIGGIN. AS a temporary investment, I would say.
Mr. PECORA. They did not make that investment for the purpose

of getting income from it particularly, did they?
Mr. WIGGIN. NO. I think they expected to turn it over.
Mr. PECORA. They expected to turn it over within a short period

of time at a profit?
Mr. WIGGIN. They hoped to do so.
Mr. PECORA. And the period of time within which they expected

to turn it over at a profit was originally fixed in the agreement
among the participants as 60 days, a 60-day period.

Mr. WIGGIN. Whatever it was.
Mr. PECORA. Well, the exhibit that has been put in evidence shows

that. I am now referring to committee exhibit no. 9 of this date.
Mr. WIGGIN. Yes.
Mr. PECORA. That was a speculative operation, wasn't it, which was

contemplated in behalf of the syndicate at that time, as distinguished
from an investment operation?

Mr. WIGGIN» Possibly. I think speculation is a very difficult term
to describe. I think whether it is a speculation or not is dependent
upon the wealth or the capital of the person doing it, whether they
can afford to stay with it. There are a great many things that enter
into the definition of speculation.

Senator COUZENS. One of the newspaper correspondents asked me
to ask this question. If one selects the winning horse, is that an
investment?

Mr. WIGGIN. I am not an expert.
Mr. CONBOY. That is a horse of another color.
Senator COUZENS. If he picks the wrong horse and loses, I sup-

pose that is not an investment, but if he wins, that is an investment.
Mr. PECORA. Returning to the question Senator Couzens asked you

a few mmutes ago, do you believe in speculation in bank stocks on
behalf of an investment subsidiary of the bank?

Mr. WIGGIN. I believe that it is perfectly proper for a company
to buy and sell bank stock.Digitized for FRASER 
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Mr. PECORA. I do not think that answers the question, Mr. Wiggin.
The question is n,ot whether you believe it is proper for a company
to buy and sell bank stock. Do you believe that it is proper to buy
and sell the bank stock when the buying and selling operations are
undertaken as a speculation, as distinguished from an investment?

Mr. WIGGIN. I cannot say ye$ to that question, because I cannot
consider that it was a speculation just because they did not keep it
any great time.

Mr. PECORA. YOU have seen, from the terms of the agreement
among the syndicate members with regard to this account, that at
the time it was formed the syndicate intended to trade in the stock
of the bank for a period of only 60 days. Would not that stamp their
operations as a speculation rather than as an investment?

Mr. WIGGIN. I t would not stamp it as a permanent investment, I
thoroughly agree, but I do not think it stamps it as a speculation,
merely because a concern in the financial business buys some securi-
ties expecting to sell them out. That does not necessarily mean it is
speculation.

Mr. PECORA. The term " investment" as ordinarily understood, sig-
nifies a transaction where a person buys securities for the purpose of
deriving an income from them, in other words, putting his money to
work to gain interest or income for him. Is not that usually what is
denoted by the term " investment" ?

Mr. WIGGIN. Frequently.
Mr. PECORA. Isn't it usually applied to such transactions?
Mr. WIGGIN. Yes; I think usually.
Mr. PECORA. YOU said that a speculation differed from an invest-

ment, did you not ?
Mr. WIGGIN. Did I?
Mr. PECORA. In certain respects. Did you not point out certain

differences between a speculation and an investment?
Mr. WIGGIN. I think so.
Mr. PECORA. What were the differences?
Mr. WIGGIN. I would like to answer the same as I did before, ii

you will let me.
Mr. PECORA. Answer it the same as you did before.
Mr. WIGGIN. I don't remember what I said.
Mr. PECORA. Tell us now what you would consider to be the differ-

ence between an investment and a speculation, as applied to stock-
market transactions.

Mr. WIGGIN. I think an investment is usually made for the pur-
pose of using money on hand to bring in an income.

Senator (JOUZENS. When you entered into this agreement that has
just been discussed, you had no knowledge that you were going to
win or lose, did you?

Mr. WIGGIN. NO, sir.
Senator COUZENS. Not having any assurance that they were going

to make any money, or that they were going to lose any, it was
purely speculative. In other words, it seems to me that is perfectly
clear, by any interpretation of the agreement. I just wanted to have
you say whether you thought that was not purely speculative, in
view 01 the fact that you did not know whether you were going to
make or lose anything in buying and selling this stock.
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Mr. WIGGIN. I should not consider it purely a speculation; no, sir*
Mr. PECORA. Did you consider it an investment?
Mr. WIGGIN. I t was not an investment in the sense that we ex*

pected to keep it forever.
Mr. PECORA. AS a matter of fact, it was contemplated by this syn-

dicate that in its operations it would not only buy Chase National
Bank stock, but would sell at the same time, and within the same
period of time, was it not?

Mr. WIGGIN. That is the reason I do not consider that it should
be regarded as an investment.

Mr. PECORA. DO those features stamp the account as a speculation?
Mr. WIGGIN. On the theory that a purchase of a security must

be either an investment or a speculation?
Mr. PECORA. I have not advanced any such theory.
Mr. WIGGIN. Apparently; yes. Apparently you say that if it was

not one it must have been the other. I cannot agree with that.
Mr. PECORA. YOU have already indicated that it was not an invest-

ment. If it was not an investment, what was it?
Mr. WIGGIN. I t was a purchase made with the expectation of

selling it out in the near future.
Mr. PECORA. HOW would you characterize the operations of such

an account?
Mr. WIGGIN. I should characterize it as an account formed to

stabilize the market in the stock, with the expectation of disposing
of it in the near future.

Mr. PECORA. What interest did Blair & Co., Potter & Co., and
McClure, Jones & Co. have in stabilizing the market for the bank
stock?

Mr. WIGGIN. I do not think they had much interest in that part
of it.

Mr. PECORA. In view of the fact that each one of these participants
had a 25 percent interest in this account, and that three of the four
participants were concerns that had no interest in stabilizing the
market for the bank stock, you do not mean to tell this committee
that in your opinion this account was formulated and carried on for
the purpose of stabilizing the bank stock in the market, do you?

Mr. WIGGIN. I think the point of view of the Metpotan Co. might
have been different from the others.

Mr. PEcdRA. That does not answer the question either, Mr. Wiggin.
Mr. WIGGIN. YOU do not want me to tell what was in the minds

of McClure, Jones & Co., or Blair's ?
Mr. PECORA. I want you to tell the committee, so far as you are

able to do so, what was the purpose of the formation of this syndi-
cate, participated in by four members, each having a 25 percent
interest in it.

Mr. WIGGIN. I have already tried to tell you the purpose of the
Metpotan Co.

Mr. PECORA. The Metpotan is only one party.
Mr. WIGGIN. I cannot speak for the others.
Mr. PECORA. Why was it necessary for the Metpotan, if it had

only that purpose that you have referred to, of stabilizing the market,
to go into a syndicate with other participants who were not animated
by that purpose?
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Mr. WiGGrtf* Because they Expected to sell it out, and the Met-
potan was not a selling organization.

Mi;. PECORA. What do you mean when you say the Metpotan was
not a selling organization ?

Mr. WIGGIN. I t had no organization for distribution of securities.
Mr. PECORA. Were not these open-market transactions, Mr.

Wiggin ?
Mr. WIGGIN. I think so.
Mr. PECORA. Were any special facilities needed by any of the

syndicate members for distribution of the stock, in view of the fact
that the operations or transactions were open-market transactions ?

Mr. WIGGIN. Yes; I think so.
Mr. PECORA. Why was it necessary for them to have distributing

facilities other than those provided by the open market?
Mr. WIGGIN. Perhaps it was not. Perhaps you are right.
Mr. PECORA. NOW, will you answer the question? Wlw was it

necessary for the Metpotan Corporation, if its sole purpose was to
stabilize the market for the bank stock at that time, to enter into a
syndicate arrangement with three other concerns that were not ani-
mated by the same purpose ?

Mr. WIGGIN. I think it reduced the investment that the Metpotan
would make. I t reduced the amount of money that it would tie up,
these other people participating.

Mr, PECORA. Was it necessary, in order merely to stabilize the
market, to indulge in transactions that involved the purchase and
sale of an aggregate of 22,217 shares?

Mr. WIGGIN. I do not know.
The CHAIRMAN. What effect did this operation have on the bank?
Mr. WIGGIN. I don't think it had any effect.
The CHAIRMAN. Was it intended to have any effect on the bank?
Mr. WIGGIN. Only indirectly, that they felt that a stable market

on the stock was beneficial.
The CHAIRMAN. YOU do not think it had any effect on the bank

at all, one way or the other?
Mr. WIGGIN. I do not think so.
Mr. PECORA. YOU have used the term " stable market." What do

you mean by it?
Mr. WIGGIN. A market that avoids violent fluctuations.
Mr. PECORA. Was the market, prior to the formation of this syn-

dicate, attented by violent fluctuations in the bank stock?
Mr. WIGGIN. I do not know. I do not remember.
Mr. PECORA. Can you find out frojn any of your associates whether

the condition of the market immediately prior to the formation of
this syndicate was such that it was deemed advisable or necessary
to stabilize the market through the operations of this syndicate?

Mr. WIGGIN (after conferring with associates). Mr. Hargreaves
advises me that there was not any violent fluctuation at that time,
and he further advises me that the formation of this account was
not so much at this time for stabilizing as to get the increased
distribution, and an increased number of stockholders for the bank.

Mr. PECORA. HOW could that be accomplished if the members of
the syndicate were going to buy these shares in the open market
and sell them in the open market at the same time? How would

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



2424 STOCK EXCHANGE PRACTICES

that effect a wider distribution of the stock? In other words, if
1 understand your last answer, Mr. Wiggin, the members of this
syndicate intended to buy in the open market a certain number of
shares of the bank stock and sell those shares, also in the open
market. How could a wider distribution of the bank stock be
effected by any such process?

Mr. WIGGIN. Well, I do not know. They may have bought it over
their own counters. I do not know where they bought it. I pre-
siune most of it came frpm the open market. They may have sold
some of it over their own counters. I do not know where they
sold it.

Mr. PECORA. Were Blair & Co., Potter & Co., and McClure, Jones
& Co. interested in obtaining wider distribution for the bank stock
at that time?

Mr. WIGGIN. I think so; yes, sir.
Mr. PECORA. What interest did they have in it which would pro-

duce such a desire on their part?
Mr. WIGGIN. TO make money.
Mr. PECORA. HOW would money be made merely by a wider dis-

tribution of the stock? In other words, if the stock were purchased
from one person and sold to 10, how would that lead to the making
of money?

Mr. WIGGIN. I think it makes a broader market.
Mr. PECORA. A broader market for future operations?
Mr. WIGGIN. Possibly.
Mr. PECORA. Was that the purpose of the Metpotan Co. going:

into this syndicate?
Mr. WIGGIN. A wider distribution?
Mr. PECORA. Yes.
Mr. WIGGIN. I am so advised; yes, sir.
Mr. PECORA. Did you indulge, for your own account or for the

account of any of the companies that you have referred to as being
your own family or personal corporations, in the buying and selling
of Chase National Bank stock during the life of this syndicate
account that we are speaking of ?

Mr. WIGGIN. I will have to ascertain.
Mr. PECORA. Will you please do so?
Mr. WIGGIN (after conferring with associates). This took a little

time. I am sorry. The family holdings were increased 1,100 shares
during this particular period.

Mr. PECORA. Through the Shermar Corporation?
Mr. WIGGIN. Partly through the Shermar and partly personally*
Mr. PECORA. What were the market quotations for the stock of

the bank at the time of the formation of this so-called " 4—4 ac-
count " with McClure, Jones & Co., Potter & Co., and Blair & Co.i

Senator ADAMS. The purchase price of the stock of the syndi-
cate was, roughly, $600 a share, was it not?

Mr. WIGGIN. Let me verify that. I think that is right.
Senator ADAMS. That is my rough computation.
Mr. CONBOY. That would be approximately the average purchase

price of the 22,217 shares.
Senator ADAMS. That is what I mean. What is the present market

price of that stock?
Mr. WIGGIN. 23 to 25.Digitized for FRASER 
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Mr. CONBOY. But, Senator, it has been split 5 for 1.
Senator ADAMS. SO, it would be something like 115 on that basis*
Mr. WIGGIN. 115 to 125.
The CHAIRMAN. Did you state what the market was on this stock

when this corporation was formed?
Mr. WIGGIN. Senator Adams, have you that figure?
Senator ADAMS. I figured out, in a rough way, that you purchased

22,217 shares approximately at an average of $600 a share, a shade
more than that; and, of course, your sales are distributed so there
wpu,ld,be, only^spme two or three* dollars mpre-pessh^e^i* tfa§sale.

The CHAIRMAN. The market price at the time this corporation was
formed was $600 a share?

Mr. BISBEE. That was the average of the purchases, Senator?
The CHAIRMAN. Yes.
Senator ADAMS. The letter here indicated that the first purchase

was something like 525 or 535, Mr. Chairman.
Mr. WIGGIN. The question was as to the market price at tjie time

this account was formed; that is, in September 1927. The high for
that month was 635 per share and the low was 570 per share.

The CHAIRMAN. HOW much did the stock rise during the operation
of this account?

Mr. WIGGIN. At the time the account was opened, September 21,
1927, the quotation was 575-580. April 18, 1928, which I think
was the date of the closing of the syndicate, the quotation was 684
bid, 690 asked.

The CHAIRMAN. A rise of nearly 100 points.
Mr. WIGGIN. Yes.
The CHAIRMAN. More than 100 points.
Senator ADAMS. And there had been a decline in the investment of

those purchased—that is, from this wider distribution—from,
roughly, this average of $600 and the high of $690 down to what
would be now, for the same shares, $125 a share. Was there, fol-
lowing this time, a still further increase in the market value?

Mr. WIGGIN. Yes.
Senator ADAMS. What point did it reach?
Mr. WIGGINS. The high point in the stock?
Senator ADAMS. Yes; just roughly.
Mr. WIGGINS. That was probably a year and a half later. I will

get that.
Senator ADAMS. Just roughly. If I may ask a question or two

while Mr. Pecora is out, you spoke the other day, or, rather, in
your written statement, of the default in the securities that this Chase
Securities had sold, which was, roughly, I think, something 5
percent.

Mr. WIGGIN. Right.
Senator ADAMS. Many, if not most of the purchasers of those

securities, also had a decline in the investment value of what they
purchased.

Mr. WIGGIN. I think that applied to everything that I know of;
all railroad stocks, all bank stocks, all industrial stocks, and every
blessed thing.

Senator ADAMS. There is a single exception. Take the man who
bought the bank stock, as a stockholder. He saw his stock go dowik
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from, say, $600 or $700, to $125. Thfc stockholder in the Chase
Securities Co. saw his stock go down very rapidly.

Mr. WIGGIN. There was no other stock, you understand, just the
bank stock.

Senator ADAMS. The double stock.
Mr. WIGGIN. Yes.
Senator ADAMS. The purchaser of the securities which the Chase

Securities Co. sold saw those securities go down very rapidly, but,
during all this time, Mr. Wiggin, the man who had money on deposit
in the Chase National Bank was able to get 100 cents on the dollar
for every dollar he had on deposit.

Mr. WIGGIN. That is right, sir.
Senator ADAMS. I am just wondering if, perhaps, this conclusion

might be drawn, to which the banker ought not to object—that the
only man, during this period of financial stress who was fortunate,
was the man who had money on deposit in a good bank.

Mr. WIGGIN. YOU are entirely right, Senator. The man who had
any investments saw the value of those investments shrink, and
shrink, and shrink. The man who kept his cash, and had it in a
good bank, had no shrinkage.

Senator ADAMS. There is another distinction. The Chase Securi-
ties Co. operated quite differently from the bank. The depositor
in the bank brought his money in. He had reserves that were set
up which were very substantial—I imagine, some four or five hun-
dred million dollars as against your two billion of deposits.

Mr. WIGGIN. At that time; yes, sir.
Senator ADAMS. He had in addition a stockholder's liability, which

I gather from the stockholders that have been mentioned here, was
a collectible liability of another $200,000,000. But the Chase Securi-
ties Co., on the other hand, if they sold the purchaser a bond or sold
him stock—I don't know whether they* dealt in stock at all or not—
there was no responsibility back of that; that is, the purchaser took
the whole risk?

Mr. WIGGIN. Exactly, just as if he bought them from John Smith
or any other banking house.

Senator ADAMS. That is, there was a wide difference, then, in the
attitude of the men to whom the Chase Securities Co. appealed to
purchase this marketable stuff, and the men who came and put their
money in as depositors in the bank?

Mr. WIGGIN. Yes. It is a little hard to compare the depositors in
the bank with the others.

Senator ADAMS. I understand that, but you had, roughly, the same
set of stockholders, which the stock certificates tied together, and you
had a pretty substantial guarantee as to deposits. What percent of
the depositors, if any, were paid interest in the bank?

Mr. WIGGIN. A very large proportion. I do not know as to the
number.

Senator ADAMS. There was some income in the way of interest to
the depositors?

Mr. WIGGIN. Yes, sir.
Senator ADAMS. I saw in some statistics that I was reading the

other day that in the closed banks in this country the depositor has
ultimately received nearly 70 percent of his money out of the closed
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banks, and I gather that the stockholder in an open bank has seen his
stock shrink from 600 to 125. In other words, the depositor in the
closed bank is in a more fortunate position than the stockholder in
the open bank, on the average.

Mr. WIGGIN. Well, it does not quite gee, on that reasoning, Sena-
tor, for this reason, that 70 percent of what the bank owed was in the
closed bank, whereas the depositor in the open bank gets 100 percent.

Senator ADAMS. I am distinguishing between the stockholder in
the open bank and the depositor in the closed bank.

Mr. WIGGIN. Oh, yes.
Senator ADAMS. The depositor that we have talked about so much

is really in a more favorable position than the stockholder in the
open bank.

Mr. WIGGIN. You are entirely right.
Senator COTTZENS. Did yoti get the figures that I asked for yester-

day as to what the Securities Company actually sold?
Mr. WIGGIN. I think so. (After conferring with associates.) I

am advised that they telephoned New York for them and they are
working on them. They have worked all night, and they will send
them as soon as obtainable.

Senator COUZENS. All right; no hurry.
The CHAIRMAN. NOW you cannot pay interest on deposits?
Mr. WIGGIN. NO, sir.
The CHAIRMAN. DO you think that is a good provision in the law?
Mr. WIGGIN. Well, I doubt it. I t has yet to be demonstrated.

Mr. Conboy wants me to correct my statement there. We can pay
interest on time deposits.

The CHAIRMAN. Yes; on time deposits.
Senator ADAMS. HOW high did the interest rates run which your

bank paid the depositors, the highest rate?
Mr. WIGGIN. During what period, Senator?
Senator ADAMS. I am thinking, of course, of the speculative

period.
Mr. WIGGIN. I t has varied from year to year according to condi-

tions. At the time the present law was passed I think they were
paying one half of 1 percent.

Senator ADAMS. During the examination by the committee one
witness testified that one of the concerns being investigated paid as
high, I think, as 14 percent on some moneys placed with them; and
I was wondering if a bank such as yours indulged at all in that
competition for rands?

Mr. WIGGIN. I don't think so. As a matter of fact, the rates on
deposits are always fixed by agreement with neighboring banks
through the clearing-house association. The most recent rate they
paid, I think, was one half of 1 percent, and it had been up as high
as perhaps 1 percent in the last 2 or 3 years, and had been up as
high as 2 percent in the last 10 years.

Senator ADAMS. Did your bank handle call money at all?
Mr. WIGGIN. In large amount; yes, sir.
Mr. CONBOY. The rates paid on call money were not on deposits

but on loans. The 1 percent and the one half percent were on daily
balances of deposit accounts.
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The CHAIRMAN. Brokers' loans went up as high as 20 percent, did
they not?

Mr. WIGGIN. Yes, sir.
The CHAIRMAN. That, of course, you do not favor?
Mr. WIGGIN. I think it has a bad effect—those high fluctuations in

interest rates. It shows an unhealthy condition.
Senator ADAMS. One of the arguments for preventing the payment

of interest that was presented in the committee in considering the
tanking bill was that the high interest rates and the payment of
interest at all on demand deposits tended to draw money from the
tictive industries of the country into the speculative field in New
York.

Mr. WIGGIN. YOU asked, Mr. Chairman, foi* the high price on
CJhase Bank stock during the history of this. Two hundred and
•eighty-seven was the high price for the present stock.

Senator ADAMS. That would be multiplied by 5 to put it in terms
of the original stock?

Mr. WIGGIN. Yes.
The CHAIRMAN. That was after the split?
Mr. WIGGIN. That is after the split, and after certain stock divi-

dends which would probably change that ratio. I t is a little hard
to figure that, Senator. We will have it figured if you like.

Senator ADAMS. That is sufficient for my purposes. I was trying
"to get a rough estimate as to the shrinkage to the stockholders.

Mr. WIGGIN. Nine hundred and eighty, I think, was the price they
gave us of that stock—980 to 125.

Senator ADAMS. DO you happen to have a rough estimate as to the
gross year's income of the Chase National Bank?

Mr. WIGGIN. YOU mean, in ordinary times?
Senator ADAMS. Yes.
Mr. WIGGIN. I have that; yes.
Mr. PECORA. Would it be possible for you or your associates some

lime later in the day to ascertain and tell the committee how many
shares of the stock of the Chase National Bank and the Chase Se-
curities Corporation were actually transferred of record between
September 21, 1927, and April 18, 1928; in other words, during the
life of this joint ac&ount?

Mr. WIGGIN. I think we can get that for you, sir.
Mr. PECORA. Incidentally, I would suggest that you get the siame

information with regard to the other periods of time covered by the
three other joint accounts, which you undoubtedly know about.

Mr. WIGGIN. Very well. I will get those other things, too, very
isoon, Seitator Adams.

Mr. PECORA. NOW, the profits that were derived from the opera-
tions of this joint account, which terminated on April 18,1928, were,
I presume, distributed in equal proportions on the termination of
the account, among the four syndicate members ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Immediately upon the termination of that account

was another joint account entered into by the same members for the
purpose of trading in the stock of the Chase National Bank and
the Chase Securities Corporation?

Mr. WIGGIN. Yes, sir.
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Mr. PECORA. What was the purpose of the formation of that
syndicate?

Mr. WIGGIN. The same as the other.
Mr. PECORA. Well, what was it?
Mr. WIGGIN. I must remember just what I said before. I t was

for the distribution of stock, increased distribution and increased
number of shareholders.

Mr. PECORA. Was a wider distribution actually effected through
the operation of the first account?

Mr. WIGGIN. I should think so.
Mr. PECORA. Have you anything to definitely inform you of that

iact?
Mr. WIGGIN. Oh, yes; we can give you the exact figures on the

number of shareholders on different dates.
Mr. PECORA. Was any agreement in writing, either in the form of

fi letter or in any other form, entered into by the participants in
this second syndicate that was formed on April 18,1929 ?

Mr. WIGGIN. Yes, sir.
Mr. CONBOY. April 18,1928.
Mr. PECORA. 1928; yes. Have you a copy of any such letter or

writing ?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Will you produce it?
Mr. WIGGIN. Yes [producing ja paper].
Mr. PECORA. IS it tne same, Mr. Bisbee?
Mr. BISBEE. Yes.
Mr. PECORA. I show you what purports to be a photostatic repro-

duction of a letter dated April 18, 1928, addressed to Messrs. Pot-
ter & Co., and I ask you if you recognize that as being a true
and correct copy of such a letter, constituting an agreement defining
the terms on which this syndicate was organized on April 18, 1928.

Mr. WIGGIN. Yes, sir.
Mr. PECORA. I offer it in evidence.
The CHAIRMAN. Let it be admitted.
(The letter referred to, dated April 18, 1928, addressed to Potter

& Co., was received in evidence as Committee Exhibit No. 10 of
October 19,1933, and was read to the Committee by Mr. Pecora.)

Mr. PECORA. The letter reads as follows:
APRIL 18, 1928.

Messrs. POTTEB & Co.,
New York, N. T.

GENTLEMEN : We confirm that we have this day formed a 4-4 account in which
Blair & Co., Inc., McClure, Jones & Co., yourselves and ourselves each have a
one-fourth interest for the purchase and sale of stock of The Chase National
Bank and Chase Securities Corporation.

The account has today purchased 355 shares at $483,084 per share. It may
also trade in such stock in the market with the understanding that as a result
of such trading, the account shall not be long at any one time more than
1,800 shares-

It is our understanding that of the stock in the account 50 percent is to be
carried by Blair & Co., Inc., and 50 percent by ourselves, and that we are to
charge the account at the end of each month 5 percent interest per annum for
carrying.
_ The account shall run for a period of 60 days from April 18, 1928, but may
be further extended by mutual consent of all the members.

Kindly confirm that the above is in accordance with your understanding.
Yours very truly,

— , Secretary.
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Mr. PECORA. HOW many shares were purchased for this account
during its life?

Mr. WIGGIN. 59,522.
Mr. PECORA. And what did they cost?
Mr. WIQGIN. $50,180,175.30.
Mr. PECORA. HOW long did this account last ?
Mr. WIGGIN. Until April 9, 1929.
Mr. PECORA. And were all those 59,522 shares resold by the syndi-

cate within that time?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. What was the total consideration that the syndicate

received on the resale of these shares?
Mr. WIGGIN. $50,734,935.72.
Mr. PECORA. That resulted in a profit of how much?
Mr. WIGGIN. $554,760.42.
Mr. PECORA. And that profit on the termination of the account

was distributed in equal proportions among the four syndicate mem-
bers, was it not?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. The stock of the bank had been split 5 for 1 during

the period of this account, had it not?
Mr. WIGGIN. Not during the period of this account, I think, Mr.

Pecora. There was a split, and I will give you that date. I do
not think it came at this time. That was July i, 1929, the split.

Mr. PECORA. Oh, that was after. I notice in the letter marked
" Committee's Exhibit 10 " of this date, the letter of April 18, 1928,
sent to Messrs. Potter & Co., setting forth the terms and conditions
of this syndicate, that 50 percent of the stock to be purchased was
to be carried by the Metpotan Co. and the other 50 percent by Blair
& Co. That meant that the Metpotan, Co. and Blair & Co. advanced
che moneys necessary to acquire these fifty-nine thousand-odd shares
that were purchased by this account, did it not ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Where did the Metpotan Co. get the funds that it

advanced for this operation?
Senator ADAMS. While they are getting that information: I no-

tice in this letter, exhibit 10, that it recites the first purchase by
this new syndicate of a certain number of shares at $483 a share.
That would indicate a recession in price from the time of the closing
of the former syndicate?

Mr. WIGGIN. I have forgotten what that price was, Senator, on the
closing.

Senator ADAMS. I am assuming the average under the former pur-
chase was $600. I gather that the operations of this syndicate, or
something which operated at the same time, evidently raised the
price of the stock, because the average purchase price of these 59,000
shares was approximately $800.

Mr. WIGGIN. The price undoubtedly advanced during that period.
Senator ADAMS. The operation of the syndicate you think had

something to do with that?
Mr. WIGGIN. YOU never can tell whether the syndicate rode on

somebody else's enthusiam or not.
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Senator ADAMS. They were not reluctant, however, to share that
enthusiasm?

Mr. WIGGIN. No.
The CHAIRMAN. What did you say was the average price?
Senator ADAMS. About $800.
The CHAIRMAN. That was the cost to them?
Senator ADAMS. Yes.
Mr. WIGGIN. The answer, Mr. Pecora, to your question as to where

did the Metpotan get the money to pay for 50 percent of this account
they carried, is that they used their own resources to such an amount
as they had and borrowed the balance from the Chase Securities
Corporation.

Mr. PEOORA. What proportion of the total moneys that the Met-
potan had to lay out for these transactions did it have to borrow
from the Chase Securities Corporation? Tell me approximately.

Mr. WIGGIN. Of course this is a running account, and the amounts
changed from day to day, you understand.

Mr. PEOORA. Yes.
Mr. WIGGIN. At the close of the year, December 31, 1927, the

Metpotan Co. was borrowing from Chase Securities Co. $3,235,000,
and at the close of the year 1928 the Metpotan Co. was borrowing
from the Chase Securities Co. $3,461,000. I have no way of telling
what percentage that was of the total account.

The CHAIRMAN. Did the Metpotan Co. borrow from the Chase
Bank?

Mr. WIGGIN. At this time; no, sir.
Mr. PECORA. Why was it deemed advisable or preferable to have

the Metpotan Securities Corporation go into these two joint accounts
instead of having the Chase Securities Corporation itself go into
them?

Mr. WIGGIN. I don't know. Legally I suppose they could do it
just the same.

Mr. PECORA. SO I understand. Now, I want to know why the
Chase Securities Co. directly did not participate in these two syndi-
cate accounts but rather had its wholly owned! subsidiary, the
Metpotan Co., do so.

Mr. WIGGIN. I think purely for convenience, Mr. Pecora.
Mr. PECORA. What convenience w^s served ?
Mr. BISBEE. May I make a suggestion, Mr. Pecora? I think that

probably the guiding reason was to avoid the Chase Securities buy-
ing and selling its own stock.

Mr. PECORA. Well, was that deemed an inadvisable thing to do by
the Chase Securities Corporation?

Mr. BISBEE. I t would have required frequent consideration as to
the state of its surplus and whether or not it was investing beyond
the amount of its surplus, which was avoided by having transactions
through another corporation.

Mr. PECORA. But it appears that the corporation that was chosen
to act in the place and stead and for the account of the Chase Se-
curities Corporation was a wholly owned subsidiary of the Chase
Securities Corporation and that its resources were insufficient to
finance its end of these transactions. So I do not see how convenience
was served under those circumstances.
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Mr. BISBEE. Well, I did not say " convenience "; I said it was to*
avoid the consideration of that question frequently.

Senator ADAMS. Mr. Wiggin, is it not a rather remarkable result
in these two syndicate operations that one of them deals in 22,000
shares, an aggregate of over $13,000,000, and the net change in
its result is about a half of 1 percent in profit; the other deals*
in a $50,000,000 transaction with only 1 percent profit, while at
the same time in this second transaction the stock showed a variation
which ran from< $483 to over $800? That is a rather careful riding
of the horse, isn't it?

Mr. WIGGIN. Well, you understand, Senator, they did not bujr
a big amount and then wait till the end. They just traded in and!
out all the time.

Senator ADAMS. Would it not rather indicate that they bought
and sold about the same day?

Mr. WIGGIN. Probably. Very likely.
Mr. PECORA. Was that engaging in the process of what has been*

termed a " churning of the market" ?
Mr. WIGGIN. I do not think so. I do not think there were any—

I know there were no imaginary sales, no fictitious sales. It was all
straight purchasing and straight selling.

Mr. PECORA. Well, according to your answer to Senator Adams5*
question, the transactions that were consummated by these two ac-
counts which had the same syndicate members involved buying and
selling at virtually the same time. That is so, is it not, Mr. Wiggin?

Mr. WIGGIN. Same days, undoubtedly.
Mr. PECORA. IS that not a scheme for " churning the market "y

and producing an activity that would stimulate the prices ?
Mr. WIGGIN. I think the market was a God-given market.
Mr. PECORA. What is that?
Mr. WIGGIN. I think it was a God-given market.
Senator ADAMS. Are you sure as to the source ?
Mr. WIGGIN. NO, sir.
Mr. PECORA. God-given market, did you say?
Senator COUZENS. That is a new one.
Mr. PEOORA. Was it God-given because the price of the stock

went up nearly 400 or more points during the life of these two
accounts ?

Mr. WIGGIN. The market in bank stocks was just like the market
in other stocks, as you know, in 1928-29. There developed a great
demand for stocks, a great demand for securities. That applied to
bank stocks just the same as everything else.

Mr. PECORA. I believe that Napoleon said that " God is on the side?
that has the heaviest artillery." In this case apparently it was on
the side of the Chase Bank and its affiliates.

Senator COUZENS. Did they not have the heaviest artillery in»
dollars?

Mr. BISBEE. That is unfair to the public, Senator.
Senator ADAMS. Mr. Wiggin, were the operations of this second

syndicate largely board operations or were they to a certain extent
over-the-counter operations?

Mr. WIGGIN. Almost entirely over-the-counter. You see, it was
off the stock exchange after January 1928.
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Senator ADAMS. SO that all of this second syndicate's operations*
took place after it went off the board?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Are you familiar with a trading account that was*

participated in by the Metpotan Corporation with Dominick &
Dominick and McClure, Jones & Co. and the Shermar Corporation
to operate in the shares of the Chase National Bank, which account*
I understand, was formed on or about July 19, 1929?

Mr. WIGGIN. I know there is such an account, and I will endeavor
to get the information as it is asked for.

Mr. PECORA. Who were the managers of that syndicate?
Mr. WIGGIN. Dominick & Dominick.
Mr. PECORA. That is a large stock brokerage house, is it not?
Mr. WIGGIN. I t is a banking house doing a stock commissioa

business and I think dealing in bonds.
Mr. PECORA. And it holds memberships in the New York Stock.

Exchange?
Mr. WIGGIN. I think so.
The CHAIRMAN. Does it do a commercial banking business and

receive deposits?
Mr. WIGGIN. NO, sir. No; I don't think so.
The CHAIRMAN. I t is hardly a banking house then.
Mr. PECORA. Can you produce a letter or a copy thereof addressed

to the Chase Securities Corporation under date of July 19, 192%
signed by Dominick & Dominick?

Mr. CONBOY. Let us see it, Mr. Pecora.
(Mr. Pecora handed document to Mr. Wiggin, who examined it

and other documents and conferred with associates.)
Mr. WIGGIN. Yes, sir.
Mr. PECORA. I show you what purports to be a photostatic repro-

duction of such a letter and I ask you if you know it to be a true and
correct copy of such a letter.

Mr. WIGGIN. Yes, sir.
Mr. PECORA. I offer it in evidence.
The CHAIRMAN. Let it be received in evidence and entered on the

record.
(Letter from Dominick & Dominick to Chase Securities Corpora-

tion dated July 19, 1929, was thereupon designated " Committee
Exhibit No. 11, October 19, 1933.")

Mr. PECORA. The letter is as follows, written on the letterhead of
Dominick & Dominick, 115 Broadway, New York [reading] :

JULY 19, 192&

THE CHASE NATIONAL BANK OP THE CITY OF NEW YOKK CAPITAL STOCK FAR
VALUE $20—TRADING ACCOUNTS

CHASE SECURITIES CORPORATION,

New York City.
DEAR SIRS : We are forming an account, of which we shall foe the managers,

with full discretionary powers as such, and in which we shall participate, for
the purpose of trading in the capital stock of The Chase National Bank of the
City of New York. The account shall be on the basis of 25,000. shares and will
become operative when participations aggregating 25,000 shares have been,
received by us.
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As managers we have obtained on behalf of the account options to purchase
all or any part of 80,000 shares of said capital stock of The Chase National
Bank of the City of New York at the following prices:

Twenty thousand shares at $210 per share, 10,000 shares at $215 per share,
10,000 shares at $220 per share, 10,000 shares at $225 per share, 10,000 shares at
$230 ifer share, 10,000 shares at $235 per share, 10,000 shares at $240 per share;
said options to continue in full force and effect to and until the close of busi-
ness on January 22,1930, but in no event beyond the termination of the trading
account.

The account will terminate at the close of business on January 22, 1930, but
we as managers reserve the right in our discretion to extend it for a further
period of 30 days or to terminate the account at an earlier date.

As managers we shall have the sole management and entire conduct of the
business and affairs of the account, with all the usual powers, including the
right on behalf of the account to make or procure loans and to pledge the
obligations of the account participants therefor, to pay all commissions and
expenses of every nature, and for the account to purchase, sell, sell short,
repurchase, resell, or hold shares of the capital stock of The Chase National
Bank of the City of New York, to such an amount, at such prices and in such
manner as we may deem advisable, and generally to act in all respects as in our
opinion may be to the best interests of the account, provided only that the
account shall at no time be short or own or be committed for an amount of
stock in excess of 25,000 shares.

Notwithstanding our relations as managers, we shall enjoy as participants in
this account all the rights and benefits and be subject to all the liabilities hereby
respectively granted to and imposed upon other participants.

We shall in no way be liable for any error of judgment, or mistake of law or
fact, or failure of any party contracting with us to live up to his agreement,
nor shall we be liable except for our own failure to exercise good faith.

The failure of any,participant to adhere to the terms of this agreement shall
in no respect relieve the other participants from their account obligations.

It is understood that this agreement shall bind and benefit the several parties
and their respective heirs, executors, administrators, successors, and assigns.

At our option as managers each participant shall take up and pay for in full
or margin to our satisfaction his pro rata share of stock held by the account and
shall meet his other account obligations, if any, upon call bus us. Stock so taken
up and paid for during the life of the account shall be for carrying purposes
only, and shall be subject to call by the account managers at any time.

No partnership relations shall arise herefrom. At the expiration of the
account we as managers shall distribute the stock and/or cash remaining in
our hands among the participants pro rata in the proportion which the num-
ber of shares of their respective participations bears to 25,000 shares. The
participants shall share pro rata in the said shares and in the profits or losses
of the account, after allowing for all expenses incurred by the managers, and
the apportionment and distribution of the said shares, profits or losses, shall
be conclusive upon the participants.

As compensation for our services in forming and managing this account we
shall receive a sum equivalent to 10 percent of the net profit. We shall also
receive a commission of 50 cents a share on purchases and sales of stock made
by us in the market for the account.

It is also understood that from time to time during the period of the ac-
count the respective participants will be offered the opportunity by us to take
down stock from the account at such price or prices per share as we as man-
agers in our discretion may fix and determine, and subject to such terms and
conditions as we shall prescribe.

Any participant taking down stock pursuant to such opportunity will be
allowed a selling commission to be fixed by us at the time, but in no event less
than $2 per share, such selling commission to be payable within 30 days after
the termination of the account; it being understood, however, that in our
discretion we may cancel said commission with respect to any such stock as is
repurchased by us in the market during the period of the account at or below
the price at which it was originally taken down by the participants.

In accordance with the understanding between us, we have reserved for you
in this account a participation of 5,000 shares.

Please confirm your acceptance of this participation by signing and returning
to us the enclosed duplicate of this letter.

Very truly yours,
DOMINICK & DOMINIOK, Managers.Digitized for FRASER 
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In the lower left-hand corner at the end of the letter this inscrip-
tion : " Confirmed and accepted, Chase Securities Corporation "—is
tha t " J.C.Andersen'5?

Mr. CONBOY. Yes, sir.
Mr. PECORA. " J. C. Andersen, vice president."
Now, is this such an account as you would commonly call a

"pool"?
Mr. WIGGIN. I do not think so.
Mr. PEOORA. Well, how would you characterize it in a phrase?
Mr. WIGGIN (after conferring with associates). I would call it

a trading account, just a*s it describes itself there.
Mr. PECORA. YOU understand the term " pool account" as applied

to a stock market trading account?
Mr. WIGGIN. I have heard it used.
Mr. PECORA. And as you have heard it used what does it denote to

you?
Mr. WIGGIN. I t is usually used, I think, in connection with stock-

exchange business and denotes an association of a large number of
companies or individuals for purchasing certain securities.

Mr. PECORA. Only for purchasing?
Mr. WIGGIN. NO ; I think purchasing and selling.
Mr. PECORA. Purchasing and selling?
Mr. WIGGIN. Purchasing and selling.
Mr. PECORA. In other words, for operating in the market in a

certain security or securities?
Mr. WIGGIN. I think so.
Mr. PECORA. In what respect, then, does a pool differ from a

tradingaccount ?
Mr. WIGGIN. I think in size usually and number of people con-

nected with it.
Mr. PECORA. IS that the only difference?
Mr. WIGGIN. Maybe other differences. I cannot describe them.
Mr. PECORA. YOU cannot think of any other differences now, can

you?
Mr. WIGGIN. NO, sir.
Mr. PECORA. SO that a pool differs from a trading account in that

the pool is comprised of a larger number of persons than is a trading
account? Is that a correct paraphrasing of your statement of the
difference?

Mr. WIGGIN. Of course, we are just expressing opinions and guess-
ing at what these things mean, and it is a little embarrassing to try
and guess what the description of the pool is.

Mr. PECORA. Well now, you have said you have heard from the
term " pool" used. You have told us what it denoted, meant to you,
and you said that this particular account, the one that was formed
under the terms and conditions of the letter marked " Committee's
Exhibit 11" , was not a pool but was a trading account. I am merely
seeking your own definitions or distinctions.

Mr. WIGGIN. I am just trying to find out—let's see, what is the
question?

Mr. PECORA. I will put another question to you.
Mr. WIGGIN. All right.

175541—33—PT 5 n
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Mr. PECORA. If this so-called trading account, the terms and condi-
tions of which are evidenced by the letter marked " Committee's
Exhibit 11", had been composed of a larger number of participants
than the number that did compose it, would you then have called it
a pool instead of a trading account?

Mr. WIGGIN. No; I don't suppose we would. Perhaps it should
have been.

Mr. PECORA. Perhaps what?
Mr. WIGGIN. I don't think we would have called it a pool.
Mr. PECORA. Would it represent what you understand to be a pool?
Mr. WIGGIN. Not exactly; no.
Senator COTJZENS. Don't you like the name "pool? "
Mr. WIGGIN. NO.
Senator COUZENS. I thought you were shying away from it.
Mr. WIGGIN. YOU are right. I don't like the name " pool."
Mr. PECORA. Then if this account had been formed by a number

of participants that would comply with your definition of a pool you
still would not call it a pool, even though it were a pool?

Mr. WIGGIN. I would not like to call it a pool, no, sir.
Mr. PECORA. What is there offensive about the term " pool", Mr.

Wiggin, that causes you to shy away from it?
Mr. WIGGIN. Just the reputation of the word.
Mr. PECORA. Just the reputation of the word?
Mr. WIGGIN. Yes.
Mr. PECORA. Well, does it connote something that is reprehensible?
Mr. WIGGIN. I t does in some*people's mind; yes.
Mr. PECORA. Keprehensible in what respect?
Mr. WIGGIN. I don't know. I don't know, but there is that feeling

against the use of the word " pool."
Senator COUZENS. IS that for the same reason that some people

shy away from politicians?
Mr. WIGGIN. I t may be, Senator.
Senator GOLDSBOROTTGH. Better ask him to tell you what a poli-

tician is.
Senator COUZENS. He probably cannot define that any better than

he can a pool.
Mr. PECORA. Hasn't somebody defined it as " a live statesman ? "
Senator ADAMS. I have never heard it just that way. I have heard

it the other way around.
Mr. PECORA. Who were all the participants in this trading account

evidenced by committee's exhibit 11 ?
(Mr. Wiggin examined documents and conferred with associates

at length.)
The CHAIRMAN. Let us go ahead as fast as we can. We are losing

a lot of time.
Mr. BISBEE. We have trunks of evidence here, Senator, some *of

which we have to consult to get these answers.
Mr. WIGGIN. Mr. Pecora, when the account was organized it was

Chase Securities and Dominick & Dominick. Dominick & Dominick
later associated with themselves some other people. That was their
selection, and we did not know who they were until a few days ago.
Now do you want that information ?

Mr. PECORA. Yes; we want to know who the other participants
were in this trading account.
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The CHAIRMAN. YOU said McClure, Jones & Co. You have given
that.

Mr. WIGGIN. Chase Securities' participation was reallotted to Met-
potan and the Shermar Corporation.

Mr. PECORA. In what proportions?
Mr. WIGGIN (after consultation with associates). One quarter to-

the Shermar Corporation and three quarters of it to the Metpotaru
Corporation.

Mr. PECORA. Why was that done? Mr. Wiggin?
Mr. WIGGIN (addressing an associate). Why was it done? [After

further conference with associates]. Because Metpotan did not have
enough stock to give options on the full amount, and they needed
Shermar to make out the total amounts.

Mr. PECORA. Did not the Chase Securities Corporation have enough
stock for that purpose?

Mr. WIGGIN. NO, sir.
Mr. PECORA. In this case why was the joint account entered into

by the Chase Securities Corporation directly instead of by its wholly
owned subsidiary, the Metpotan Co. ?

Mr. WIGGIN. I am advised that it was because the letter from
Dominick & Dominick was addressed to the Chase Securities Cor-
poration, and instead of having it changed they accepted it and
turned it over—instead of having a new letter sent to tne Metpotan
Co.

Mr. PECORA. IS that the only reason?
Mr. WIGGIN. Apparently.
Mr. PECORA. Had there not been any conferences or discussions

of the subject of organizing this trading account prior to the sending
of this letter of July 19,1929?

Mr. WIGGIN. Oh, undoubtedly.
Mr. PECORA. With whom had those conferences been held by

Dominick & Dominick as representing the Chase Securities Cor-
poration ?

Mr. WIGGIN. Undoubtedly with the president of the company and
the vice president of the company.

Mr. PECORA. In those conferences or discussions was it held out
by the Chase Securities Corporation that it would enter into this
trading account of its own name ?

Mr. WIGGIN. I, of course, do not know what was said, but there
was no reason for doing it that way.

Mr. PECORA. I assume that Dominick & Dominick in writing this
letter knew what they were doing and were carrying out what had
been agreed upon previously as the result of these conferences?
That would not be a violent assumption, would it?

Mr. WIGGIN. Not a violent assumption at all, sir.
Mr. PECORA. DO you still advance the explanation you have al-

ready given as the only reason why the Chase Securities Corporation
in its own name became a participant in this trading account??

Mr. WIGGIN. I think that is the only reason.
Mr. PECORA. I t was the liability of the Chase Securities Corpora-

tion which was pledged as a participant in this trading account,, was
it not?
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Mr. WIGGIN. Yes, sir; they in turn passing it on and taking pro-
tection from the others.

Mr. PECORA. Well, was it so passed on by the Chase Securities
Corporation to the Metpotan and to the Shermar Corporation with
the knowledge and consent of Dominick & Dominick and the other
participants in this trading account?

Mr. WIGGIN. I do not think they did; no. I do not think that the
question was ever brought up.

Mr. PECORA. Was there any reason for withholding knowledge of
that fact from the managers of this trading account or the othet
participants therein?

Mr. WIGGIN. Not the slightest. And you understand we did not
know anything about the other participants.

Mr. PECORA. Have you here any minute book of the Chase Securi-
ties Corporation or its board of directors at which action was taken
which resulted in the assigning or transferring by the Chase Securi-
ties Corporation of its interest in this trading account to the Met-
potan Co. and to the Shermar Corporation?

Mr. WIGGIN. No, sir.
Mr. PECORA. Was not that action taken as the result of a resolu-

tion of the board of directors of the Chase Securities Corporation?
Mr. WIGGIN. No, sir; I do not think so. I think it was done in

the ordinary course of business by the officers.
Mr. PECORA. Was it not ever reported to the board of directors

of the Chase Securities Corporation by the officers ?
Mr. WIGGIN. Undoubtedly.
Mr. PECORA. Can you find any minute of such a report having been

made to the board of directors in the minute books?
Mr. WIGGIN. There was no record at all of it.
Mr. PECORA. Were such transactions consummated in that in-

formal fashion and with no written record of it in the minute books
of the corporation?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Well, this was a pretty large transaction, was it not?
Mr. WIGGIN. We had many, many large transactions. The same

course was followed.
Mr. PECORA. Well, what are minutes kept for?
Mr. WIGGIN. I do not know how to answer that question, sir.
Mr. PECORA. Answer it according to your best knowledge. What

is the purpose of corporations keeping minute books if large and
important transactions undertaken in behalf of the corporation are
not recorded therein?

Mr. WIGGIN (after conferring with associates). I am advised that
by resolution the directors had given the officers full authority to
buy and sell securities.

Mr. PECORA. That does not answer my question. I asked you for
what purpose the corporations keep the minute books if it was not
to record therein important transactions undertaken by and in
behalf of the corporations ?

(Mr. Wiggin conferred with his associates.)
Senator ADAMS. I have said here before that it was perfectly

proper for a witness to obtain facts and information, but to obtain
opinions is I think quite at variance from that.
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Mr. PECOEA. I agree with you, Senator Adams. Where a witness
is asked a question that calls ior his opinion or judgment and knowl-
edge, why, he ought to be able to give it without a huddle with
others.

Mr. CONBOY. You are asking for an opinion as to why minutes
of directors are kept.

Mr. PECORA. Wellj Mr. Wiggin is a member of many corporations
and an officer and director of something like 59 of them, as I recall
the testimony he gave day before yesterday. I should think from
that experience he would be able to tell us, without consulting some-
body else's judgment or opinion about it.

Senator ADAMS. If he does not have any let him so state.
Mr. CONBOY. You asked the purpose for which minutes of the

board of directors are kept; but you are trying to associate it with
particular transactions of the corporation.

Mr. PECORA. I am asking him the general question of his know-
ledge or belief or opinion as to what the purpose is of corporations
keeping minute books of their proceedings if important transac-
tions are not to be recorded in them. I have not yet had an answer
to that question.

Mr. WIGGIN. Well, you are connecting it with this transaction. I
tried to answer it showing you that this transaction was one author-
ized by the directors; one of any similar transaction of the kind that
was authorized by the directors.

Mr. PECORA. IS there any record of any minute or resolution in
the minute book of the Chase Securities Corporation that shows
that?

Mr. WIGGIN. I am so informed.
Mr. PECORA. Where is it?
Mr. WIGGIN. We will have to get it for you. I do not know the

date of it—of the general authorization.
Mr. PECORA. What is that, sir?
Mr. WIGGIN. We will get it for you.
Mr. PECORA. Did you have any conversations or discussions with

respect to the Shermar Corporation acquiring a part of the interest
of the Chase Securities Corporation in this trading account with any
officers of the Chase Securities Corporation?

Mr. WIGGIN. Undoubtedly.
Mr. PECORA. With whom did you have such conversations or

discussions ?
Mr. WIGGIN. Of course I cannot recall just who I talked to at that

time, but undoubtedly the conversations were with the president of
the corporation and the vice-president of the corporation, with Mr.
Freeman and with Mr. Andersen.

Mr. PECORA. What was the substance of those conversations inso-
far as they related to the granting to your corporation called the
Shermar Corporation, of a 25 percent interest in the participation of
the Chase Securities Corporation in this trading account ?

Mr. WIGGIN. They wished to enter into this transaction with
Dominick & Dominick, and they did not have enough stock of their
own to do it.

Mr. PECORA. Well, is that all that was said? Did they ask you if
you know where enough stock could be obtained?
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Mr. WIGGIN. No; they asked if Shermar would participate.
Mr. PECORA. Did they know how many shares of stock the Sher-

mar Corporation had?
Mr. WIGGIN. I do not think they knew how many, but they knew

they had some.
Mr. PECORA. Did they know who the Shermar Corporation was

composed of and who its stockholders were?
Mr. WIGGIN. I do not know that they knew who its stockholders

were, but they knew I was interested in it.
Mr. PECORA. Did they know that it was virtually a corporation

owned by you and your family entirely?
Mr. WIGGIN. I think so.
Mr. PECORA. NOW, I presume the Chase Securities Corporation

went into this trading account because it expected to make profits
out of it? Is that a fair assumption?

Mr. WIGGIN. Undoubtedly hoped to make profits and they went
into it to dispose of their stockholdings.

Mr. PECORA. TO dispose of their stockholdings?
Mr. WIGGIN. TO dispose of their holdings of Chase National Bank

stock.
Mr. PECORA. Was that one of the purposes that the Chase Securi-

ties Corporation had in going into this trading account ?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Why could it not dispose of those in the open market

itself and without participating in a trading account with others?
Mr. WIGGIN. Well, I do not know.
The CHAIRMAN. Why did they want to dispose of their stock in

The Chase Bank?
Mr. WIGGIN. They did not buy the stock for the purpose of keeping

it. They bought the stock to increase the number of shareholders
and to stabilize the market at different times. Not because they
wanted to make a permanent investment.

Mr. PECORA. Did the market at this time require stabilization ?
Mr. WIGGIN. I do not think so. I do not think that they bought

at this time for that. This is selling.
Mr. PECORA. Well, this was a general trading account, was it not,

under which the managers had the right to buy and sell and sell
short and borrow and lend stock?

Mr. WIGGIN. Yes, sir. But their option meant that that stock
was to be sold.

Mr. PECORA. HOW many shares of the bank stock did the Chase
Securities Corporation at that time desire to sell which it actually
owned, that induced you to enter into this trading account?

Mr. WIGGIN. The stock was owned by the Metpotan Co.
Mr. PECORA. HOW many shares did the Cliase Securities Corpora-

tion desire to sell at that time, whether or not the shares of the bank
were owned by the Chase Securities Corporation or by its wholly
owned subsidiary, the Metpotan?

Mr. WIGGIN. The option was on 80,000 shares. Metpotan only had
41,000 shares. So they gave the option on 40,000 shares and asked
Shermar for an option on 40,000 shares.

Mr. PECORA. YOU said a few minutes ago that the Chase Securities
Corporation entered into this trading account with Dominick &
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Dominick and others in order to enable it to sell shares of the Chase
National Bank stock which it owned, which it now turns out were
owned by the Metpotan Co. How many shares of the bank
stock did the Chase Securities Corporation or its wholly owned sub-
sidiary, the Metpotan Co., want to sell at that time which impelled
them to go into this trading account?

Mr. WIGGIN. They wanted to sell 40,000 shares of the stock that
they held themselves.

Mr. PECORA. In order to do that why was it necessary for the
Chase Securities Corporation to give to Dominick & Dominick for
the purposes of this trading account an option on 80,000 shares?

Mr. WIGGIN. Dominick & Dominick were ready to undertake the
80,000 shares, and Shermar was entirely willing to sell 40,000 shares.

Mr. PECORA. Did you participate on behalf of the Shermar Corpo-
ration in the conferences that were held between Dominick & Domin-
ick and the officers of the Clxase Securities Corporation prior to the
agreement evidenced by the letter dated July 19, 1929 ?

Mr. WIGGIN. NO, sir.
Mr. PECORA. Well, if you did not, then how did it happen that the

Chase Securities Corporation knowing that its subsidiary only owned
40,000 shares entered into an option agreement with Dominick &
Dominick to supply Dominick & Dominick with 80,000 shares?

Mr. WIGGIN. Because the Chase Securities Corporation came to me
aiid asked me if I would give an option on 40,000, which the corpora-
tion was very glad to do.

Mr. PECORA. What was the purpose that the Chase Securities
Corporation had in mind when it entered into this trading account
in July 1929? Can you tell us that?

Mr. WIGGIN. I think to get a larger distribution of the stock and
to sell their own stock.

Mr. PECORA. HOW many shares of their own stock did they want
to sell? All that they had?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And that was 40,000 shares ?
Mr. WIGGIN. 41,000.
Mr. PECORA. 41,000; that were in the name of the Metpot&n Co. ?
Mr. WIGGIN. Owned by the Metpotan Co.
Mr. PECORA. In order to do that why was it necessary to enter

into any trading account with anybody else ?
Mr. WIGGIN. They did not know how to sell it.
Mr. PECORA. The Chase Securities Corporation did not know how

to sell stock that was being traded in every day in the open market?
Mr. WIGGIN. I do not think they did. I think that the reason

that they went into this Dominick & Dominick operation was so
that Dominick & Dominick would sell it for them; find the customers.

Mr. PECORA. Did they have an equal ignorance with regard to
buying stock?

Mr. WIGGIN. I do not think that required so much education.
Mr. CONBOY. I t is like buying groceries. I t takes an organiza-

tion to sell them, but you buy them as you need them.
Mr. PECORA. Well, it is an interesting statement to hear, Mr.

Wiggin, that the Chase Securities Corporation did not know how to
sell stock.
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Mr. CONBOY. He has explained to you that they had not any such
organization for distribution.

Mr. PECORA. What organization did Dominick & Dominick have
for distribution of the stock of the Chase National Bank that was
not available to the Chase Securities Corporation?

Mr. WIGGIN. I do not know how complete their organization was.
Mr. PECORA. DO you not know that these purchases and sales made

for the benefit of this trading account were all made in the open
market?

Mr. WIGGIN. I do not know where they bought it or where they
sold it all.

Mr. PECORA. Well, do you know how to sell shares of stock which
you or your private corporations own?

Mr. WIGGIN. No, sir.
Mr. PECORA. YOU have an abysmal ignorance about that.
Mr. WIGGIN. I simply use a broker. I would not know how to

sell it.
Mr. PECORA. YOU would use a broker. And there are hundreds

of them within the Wall Street district?
Mr. WIGGIN. Correct.
Mr. PECORA. Could not the Chase Securities Corporation use a

broker, too?
Mr. WIGGIN. Certainly. I t did.
Mr. PECORA. DO you know any reason why they did not do it?
Mr. WIGGIN. But they did.
Mr. PECORA. But they used the brokers in this case, namely, Domi-

nick & Dominick, as participants in a trading account that involved
the sale of many more shares than those owned by the Chase
Securities Corporation or its subsidiary, did they not?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Then why could they not have used the broker merely

to sell their own shares and not enter into a trading account with
others ?

Mr. WIGGIN. Perhaps they could.
Mr. PECORA. Whenever you or any of your private corporations

want to^distribute shares of stock that you own or which your cor-
porations own, do you always go into a trading account with others
in order to enable you to dispose of your holdings, or do you engage a
broker to dispose of your holdings in the usual routine fashion in the
open market?

Mr. WIGGIN. Usually engage a broker in the usual routine fashion.
Mr. PECORA. Well, why could not the Chase Securities Corporation

have done it in this case?
Mr. WIGGIN. Perhaps they did not think it would be successful.
Mr. PECORA. Have you a copy of the option agreement by which

these 80,000 shares of the bank stock were optioned to Dominick &
Dominick for the purposes of this trading account?

Mr. WIGGIN. DO you mean the one that was just put in evidence?
Mr. PECORA. I have not put any in evidence yet.
Mr. CONBOY. Kead that question.
(The question was thereupon read by the reporter as above re-

corded.)
Mr. WIGGIN. IS not the option comprised in that letter ?
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Mr. PECORA. NO. Are you referring to the letter sent by Domin-
ick & Dominick to the Chase Securities Corporation under date of
July 19, 1929?

Mr. WIGGIN. Yes.
Mr. PECORA. That which is marked Committee's Exhibit No. 11 in

evidence?
Mr. WIGGIN. Yes.
Mr. PECORA. Well, that is not the option agreement, is it?
Mr. WIGGIN. I am not sure.
Mr. PECORA. This letter merely refers to the fact that Dominick &

Dominick as managers of the trading account have obtained options.
Mr. WIGGIN. Well then, there must be another letter.
Mr. PECORA. Let us have that other letter.
Mr. WIGGIN. Mr. Pecora, there is another letter, and you have a

copy of it.
Mr. PECORA. What is the date of it?
Mr. WIGGIN. The same date.
Mr. CONBOY. I t is just a 1-page letter.
Mr. PECORA. I have not got it.
Mr. WIGGIN. We can give you a copy of it. Would you like to

see it, Mr. Pecora ?
Mr. PECORA. Yes, sir.
(Mr. Wiggin handed same to Mr. Pecora.)
Mr. PECORA. I offer in evidence letterproduced by the witness, and

I ask that it be spread on the record. We do not have a copy of this,
and I will read this letter in evidence.

Mr. WIGGIN. And may we give you a photostatic copy so as to
keep our files complete?

Mr. PECORA. Yes. But I will read this letter now in evidence so
that we can return it to you.

Mr. WIGGIN. They say they have given you a copy of that letter,
Mr. Pecora.

The CHAIRMAN. Let it be admitted and placed in the record.
(Letter dated New York, July 19, 1929, from Dominick & Domin-

ick to Chase Securities Corporation was received in evidence, marked
" Committee Exhibit No. 12 of October 19,1933.")

Mr. PECORA. The letter has been marked in evidence as Committee's
Exhibit No. 12 of this date, and reads as follows: On the letterhead
of—

DOMINICK & DOMINICK,
NEW YORK, July 19, 1929.

THE CHASE NATIONAL BANK OF THE CITY OF NEW YORK CAPITAL STOCK (PAR

VALUE $20)

TRADING ACCOUNT

CHASE SECURITIES CORPORATION,

New York City.
DEAR SIRS: We are forming an account of which we shall be the managers

with full discretionary powers as such, and in which we shall participate,
for the purpose of trading in the capital stock of The Chase National Bank
of the City of New York; said account to be on the basis of 25,000 shares, and
to terminate at the close of business on January 22,1930, with the right on our
part, however, in our discretion, to extend the. account for an additional 30
days or to terminate it on any earlier date.

We hereby beg to confirm that in consideration of the formation by us of
said account, you have extended to us for and on behalf of th6 account, the
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right to purchase from you at any time and from time to time on or before
the close of business on January 22, 1930, but in no event after the termination
of said account, all or any part of 80,000 shares of capital stock of The Chase
National Bank of the City of New York, at the following prices: 20,000 shares
at $210 per share, 10,000 shares at $215 per share, 10,000 shares at $220 per
share, 10,000 shares at $225 per share, 10,000 shares at $230 per share, 10,000
shares at $235 per share, and 10,000 shares at $240 per share.

It is also janderstood that pending the exercise by us of this option and during
its existence, upon our request, you will loan to us on behalf of the account,
all or any part of 10,000 shares of said stock at the market price prevailing
at the time any part of the said shares is borrowed by us.

Please confirm that the above is in accordance with your understanding and
is the agreement between us, by signing and returning to us the enclosed
duplicate of this letter.

Very truly yours,
DOMINICK & DOMINICK. .

Confirmed and agreed to :
CHASE SECURITIES COBPOBATION,

J. C. ANDEBSEN, Vice President,

Mr. PECORA. Mr. Wiggin, it would seem by this letter the Chase
Securities Corporation actually obligated itself to give an option to
Dominick & Dominick covering 80,000 shares of the Chase National
Bank stock. Why did it obligate itself to do so by this formal
agreement in writing if, as a matter of fact, it did not have anything
like 80,000 shares of the stock?

Mr. WIGGIN. They had not wanted to do it for 80,000 shares, but
Dominick & Dominick wanted to do it for 80,000 shares, and Sher-
mar Corporation supplied the other 40,000 shares.

Mr. PECORA. Where is there any evidence, other than this agree-
ment, Whereby Chase Securities Corporation obligated itself to give
an option for 80,000 shares and that Shermar Corporation was to
furnish 40,000 shares? ^

Mr. WIGGIN. There is undoubtedly some letter on that matter.
Mr. PECORA. What was that?
Mr. WIGGIN. I say, there is undoubtedly a letter between Shermar

Corporation and Chase Securities Corporation. ,
Mr. PECORA. Was such a letter in existence July 19,1929 ?
Mr. WIGGIN. I t was agreed to but the letter was not written.
Mr. PECORA. When was the letter written?
Mr. WIGGIN. August 2d.
Mr. PECORA. I show you what purports to be a photostatic copy

of ^uch a letter
Mr. CONBOY (interposing). Mr. Pecora, we can furnish you, if you

haven't it, a photostat of the letter that you have just put in evidence.
Mr. PECORA. All right. I will hand you back the one that you

gave me.
Mr. CONBOY. DO you care to have it marked as a committee exhibit

in place of the one that you read?
Mr. PECORA. Yes, I will ask the committee reporter to mark it

" Committee Exhibit No. 12, October 19, 1933 " in place of the one
he heretofore marked, which was the original.

(The photostatic copy of the original was so marked, as shown
heretofore in this record.)

Mr. PECORA. Mr. Wiggin, I show you what purports to be a photo-
static copy of a letter addressed to the Shermar Corporation, dated
August 2,1929. I ask you if this is a true and correct copy of such
a letter received by the Shermar Corporation?

Mr. WIGGIN. Yes, sir.Digitized for FRASER 
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Mr. PECORA. I offer it in evidence and ask that it may be spread
on the record.

The CHAIRMAN. Let it be received and so made a part of the
record.

(A photostatic copy of a letter dated Aug. 2, 1929, addressed to
the Shermar Corporation, was marked " Committee Exhibit No. 18,
Oct. 19, 1933", and will be found where read by Mr. Pecora
following this introduction.)

Mr. PECORA. The letter has been marked " Committee Exhibit
No. 13, October 19, 1933 ", and reads as follows:

AUGUST 2, 1929.
The SHERMAR CORPORATION,

New York, N.Y.
GENTLEMEN : Dominick & Dominick have found an account to tra die in

Bankers Trust Co. receipts for Chase National Bank and Chase Securities
Corporation Stock, and we have extended to them the right to purchase from
us at any time and from time to time, on or before January 22, 1930 all or
any part of 80,000 shares of Chase National Bank and Chase Securities Cor-
poration stock.

We shall thank you to confirm to us that of the 80,000 shares which they
have a right to purchase 40,000 shares will be for your account at the following
prices: 10,000 shares at $225 per share; 10,000 shares at $230 per share;
10,000 shares at $235 per share; 10,000 shares at $240 per share.

Kindly confirm that the foregoing is in accordance with your understanding.
Yours very truly,

, Assistant Treasurer.
There is no signature appearing on this photostatic copy. But I

presume it was signed by someone holding the office of assistant
treasurer of the Chase Securities Corporation. Isn't that correct,
Mr. Wiggin?

Mr. WIGGIN. If you will wait a minute, I will find out. [After
consulting an associate.] Yes, sir.

Mr. PECORA. NOW, upon receipt by the Shermar Corporation of
this letter, Committee Exhibit No. 13, October 19,1933, did you cause
the Shermar Corporation to send to the Chase Securities Corporation
a reply thereto in the form of the photostatic copy which I now show
you?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. I offer that in evidence and ask that it may be spread

on the record.
The CHAIRMAN. Let it be received and made a part of the evidence.
(A letter dated Aug. 2, 1929, on the letterhead of the Shermar

Corporation was marked " Committee Exhibit No. 14, October 19,
1933 ", and will be found below where it was read by Mr. Pecora.)

Mr. PECORA. I t is on the letterhead of the Shermar Corporation,
20 Pine Street, New York, and is as follows:

AUGUST 2, 1929.
CHASE SECUBITIES CORPORATION,

New York.
GENTLEMEN: We acknowedge receipt of your letter of even date relating to

the option given to Dominick & Dominick on Chase stock, and confirm that of
the 80,000 shares they have the right to purchase on or before January 22, 1930,
the following will be for our account: 10,000 shares at $225 per share; 10,000
shares at $230 per share; 10,000 shares at $235 per share; 10,000 shares at $240
per share.

Yours very truly,
THE SHERMAR CORPORATION,

3y J. F. WERNERSBACH,
Treasurer,Digitized for FRASER 
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Judging by the dates of the last two exhibits, namely, August 2,
1929, in each case, and having in mind the fact that the option agree-
ment given or made between Chase Securities Corporation and
Dominick & Dominick for these 80,000 shares which was entered into
on July 19, 1929, isn't it a fact that the arrangement made between
the Shermar Corporation and Chase Securities Corporation, evi-
denced by committee exhibits 13 and 14 now in evidence, was made
some 2 or 3 weeks after the granting of the option to the 80,000
shares to Dominick & Dominick by Chase Securities Corporation ?

Mr. WIGGIN. No, Mr. Pecora. I t was all agreed to before they
gave the option. I understand the letter from the Chase Securities
Corporation to Dominick & Dominick accepting it was sent on July
24,1 think it was. Now, the remaining few days between that letter
and the other letter I do not understand except that I was away
and they may have thought there was no hurry on it. But it was
all arranged before that.

Mr. PECORA. Was it all arranged in the three-party conversation
participated in by Dominick & Dominick, Chase Securities Corpora-
tion, and the Shermar Corporation?

Mr. WIGGIN. I do not think I talked with Dominick & Dominick
at all. I think Chase Securities Corporation talked with Dominick
& Dominick, and Chase Securities Corporation talked with me, and
then made their trade with Dominick & Dominick.

Mr. PECORA. Did Dominick & Dominick ever know, or did they
know at any time before the termination of this trading account,
some time in 1930, that the Shermar Corporation had entered into
this arrangement with Chase Securities Corporation in respect of
this option?

Mr. WIGGIN. I do not know whether they did or not.
Mr. PECORA. Have you any reason to believe that they did or did

aiot know, whichever it was?
Mr. WIGGIN. I think they probably knew.
Mr. PECORA. What makes you think they probably knew ?
Mr. WIGGIN. It was an open subject. There was no secret about it.
Mr. PECORA. NOW, Mr. Wiggin, I notice that the option given to

Dominick & Dominick by Chase Securities Corporation, and which
in form consists of committee's exhibit no. 12, being this letter of
July 19, 1929, options 10,000 of these shares at $225 a share, another
10,000 shares at $230 a share, another 10,000 shares at $235 a share,
and another 10,000 shares at $240 per share, and that these four
blocks at these prices represent the highest prices to be paid by
Dominick & Dominick under this option agreement for its 40,0()0
shares that they took down under this option agreement. I also
notice that the 40,000 shares, out of the 80,000 shares that your
corporation, the Shermar Corporation, agreed to furnish to Chase
Securities Corporation to enable it to comply with its option to
Dominick & Dominick, for the 80,000 shares, was given at the highest
prices. Was there any reason for that?

Mr. WIGGIN. That was to let Chase Securities Corporation, or
Metpotan Corporation out first.

Mr. PECORA. And also to let the Shermar Corporation in last, at
the highest prices.
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Mr. WIGGIN. And to run the risk of not getting rid of it.
Mr. PECORA.. And run the risk of not getting rid of it, did you say?
Mr. WIGGIN. Yes.
Mr. PECORA. Did you consider that there was any risk being run

by the Shermar Corporation?
Mr. WIGGIN. We doubted very much that they would sell the

whole amount.
Mr. PECORA. Was it considered that Chase Securities Corporation,

or its subsidiary, Metpotan Corporation, was also running a risk,
when it entered into this trading account on July 19th?

Mr. WIGGIN. Yes, sir; a risk of not selling.
Mr. PECORA. Well, whatever risk there was. Was it running anjr

risk at all in their opinion ?
Mr. WIGGIN.. Very little.
Mr. PECORA. Very little risk?
Mr. WIGGIN. But they wanted to sell.
Mr. PEOORA. They wanted to sell?
Mr. WIGGIN. I wanted them to have the privilege of selling first.
Mr. PECORA. Was that your sole reason for participating in this

option at the four highest unit prices, for the benefit of the Sher-
mar Corporation?

Mr. WIGGIN. I t was the last stock. They had to get rid of theirs
first.

Mr. PECORA. What risk did you think you were taking?
Mr. WIGGIN. Of not selling it.
Mr. PECORA. Yes.
Mr. WIGGIN. The risk of not selling it.
Mr. PECORA. Were you anxious to sell your stock at that time?
Mr. WIGGIN. I wanted to reduce our holdings.
Mr. PECORA. YOU had made up your mind to reduce your holdings

by 40,000 shares?
Mr. WIGGIN. I made up my mind to reduce my holdings or hoped

to do so.
Mr. PECORA. By 40,000 shares.
Mr. WIGGIN. Whatever we could sell.
Mr. PECORA. Why did you undertake such an operation whollj

outside, then, of the trading account ?
Mr. WIGGIN. Because we wanted Chase Securities Corporation to

have an opportunity of disposing of their stock first.
Mr. PECORA. Well, if
Mr. WIGGIN (interposing). I should have said the Metpotan

Corporation.
Mr. PECORA. Yes, the Metpotan Corporation.
Mr. WIGGIN. Yes.
Mr. PECORA. If you had sold your 40,000 shares at the four lowest

unit prices, that is, the four lowest prices established by the option
agreement of July 19, 1929, would you have sold them at a loss to*
your corporation?

Mr. WIGGIN. I do not think so.
Mr. PECORA. YOU still would have made a profit ?
Mr. WIGGIN. I think so.
Mr. PECORA. If you had sold anywhere from $219 to $220 a*

share ?
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Mr. WIGGIN. I would have to make sure, but I am quite sure it
would have been at a profit.

Mr. PECORA. NOW, was there any other agreement entered into
between the Shermar Corporation and Dominick & Dominick that
had anything to do with this trading account or this option ?

Mr. WIGGIN. Might I have that question read?
Mr. PECORA. Yes, the committee reported will read it for you.

(Which was done.)
Mr. WIGGIN. Not that I know of.
Mr. PECORA. What was that?
Mr. WIGGIN. Not that I knew of.
Mr. CONBOY. Mr. Pecora, you say any other agreement between

the Shermar Corporation and Dominick & Dominick. There was no
agreement between the Shermar Corporation and Dominick &
Dominick.

Mr. PECORA. I show you a photostatic copy of a letter addressed to
the Shermar Corporation on September 21, 1929, and will ask you
to look at it and tell us if you ever saw the original of that letter?

Mr. WIGGIN. This is from whom—if you know ?
Mr. PECORA. I presume it is from the Metpotan Corporation.
Mr. WIGGIN. I t is undoubtedly, sir.
Mr. CONBOY. From the Metpotan Securities Corporation?
Mr. WIGGIN. I t is from Metpotan.
Mr. PECORA. Yes; from the Metpotan Co.
Mr. WIGGIN. That is correct.
Mr. PECORA. DO you recognize this photostatic reproduction which

I have shown you to be a true and correct copy of a letter received
by the Shermar Corporation under date of September 21, 1929, from
the Metpotan Corporation?

Mr. WIGGIN. Correct.
Mr. PECORA. I offer this in evidence and ask that it may be spread

on the record of the subcommittee's hearing.
The CHAIRMAN. Let it be received and the committee reporter will

make it a part of the record.
(A letter dated September 21, 1929, addressed to the Shermar

Corporation, was marked " Committee Exhibit No. 15, October 19,
1933 ", and will be found further on in the record where read by
Mr. Pecora.)

Mr. PECORA. The letter marked "Committee Exhibit No. 15,
October 19, 1933 ", reads as follows:

SEPTEMBER 21, 1929.
The SHERMAR CORPORATION,

New York, N.Y.
GENTLEMEN: On July 19th we accepted an interest of 20% or 5,000 shares

in an account formed to trade in Bankers Trust Co. receipts for Chase National
Bank and Chase Securities Corporation Stock with the understanding that the
aoeount would be on the basis of 25,000 shares. Messrs. Dominick & Dominick
are managers of the account.

The account will terminate at the close of business January 22, 1930, but the
managers reserve the right in their discretion to extend it for a further period
of 30 days or to terminate the same at an earlier date.

Dominick & Dominick will receive as compensation for their services in
forming and managing the account a sum equivalent to 10 percent of the net
profits and they are also to receive a commission of 50£ per share on purchases
and sales of stock made by them in the market.
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We are pleased to allot you an interest of 25% of our 20 percent interest
in the account and one quarter of any portion of the managers' compensation
we may retain for our own account and shall thank you to confirm your accept-
ance of the same.

Yours very truly,
, Secretary.

Now, did you, in behalf of the Shermar Corporation, send or
cause to be sent to the Metpotan Securities Corporation a letter re-
plying to this letter-of September 21, 1929, a photostatic copy of
which I show you?

Mr. WiGG/iN. Yes, sir.
Mr. PECORA. I now offer that in evidence and ask that it may

be spread on the record of the subcommittee's hearing.
The CHAIRMAN. Let it be received, and the cominittee reporter

will make it a part of the record.
(A letter on the letterhead of the Shermar Corporation,"dat^d

Sept. 24, 1929, addressed to Metpotan Securities Corporation, wAs
marked " Committee Exhibit No. 16, October 19, 1933 ", and will
be found later on in the record where read by Mr. Pecora.)

Mr. PECORA. The letter marked " Committee Exhibit No. 16, Octo-
ber 191, 1933 ", reads as follows:

T H E SHERMAR CORPORATION,
Neiv Ych% September 2Jf, 1029.

METPOTAN SECURITIES CORPORATION,
New York, N.Y.

GENTLEMEN: We acknowledge your letter of the 21st instant, advising us of
your acceptance of a 20% interest, or 5,000 shares in an account formed
to trade in the CJaase National Bank and Chase Securities1 Corporation Capital
Stock, based on a total of 25,000 shares.

We note the details in connection with this account, and hereby confirm
our interest in your share of this business to the extent of 25%.

Very truly yours.
THE SHERMAR CORPORATION,

B y J . F . WERNERSflBAOH,

Treasurer.
Now, it would appear from these two exhibits that Dominick &

Dominick had made some private arrangement with the Metpotan
Co. under which the latter was to share in the fees to be paid to
Dominick & Dominick as managers of this trading account and also
in their commissions, doesn't it?

Mr. WIGGIN. I t would appear so; yes, sir.
Mr. PECORA. And in turn it would also appear from these exhibits

that the Metpotan Co. gave to the Shermar Co. 25 percent of its
interest in the fees and commissions to be paid to Dominick & Domi-
nick as managers of this trading account. That is correct, isn't it?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. DO you know why the Metpotan Co. agreed to give

your private corporation this share of its participation in the fees
and commissions of Dominick & Dominick?

Mr. WIGGIN. NO. I think they were entitled to it. They were
supplying that share of the stock. They were supplying more than
that share.

Mr. PECORA. Weren't you going to be paid for your stock at the top
prices provided for by the option agreement?

Mr. WIGGIN. If they took it.
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Mr. PECORA. If they took it you were to be paid for it at the top
prices provided by the original option agreement covering the 80,000
shares?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And did the Metpotan Co. also think that in addition

to the profits your company would make by the sale of those 40,000
shares, it also ought to receive a 25 percent division of its share of
Dominick & Dominick's profits and commissions as syndicate man-

Mr. WIGGIN. Undoubtedly.
Mr. PECORA. Did you think that was a fair arrangement for the

Metpotan Co. to make with your corporation?
Mr. WIGGIN. Why, I think the Shermar Corporation was pretty

liberal. They £ut up half of the stock and only got a quarter of
the extra commissions.

Mr. PEOORA. Why should the Shermar Co. have received any part
of the commissions?

Mr. WIGGIN. For supplying a large part of the stocks.
Mr. PECORA. Well, for supplying that stock it was to receive pay-

ment in accordance with the option.
Mr. WIGGIN. Yes, sir.
Mr. PECORA. NOW, when the Shermar Corporation entered into this

arrangement with Chase Securities Corporation, or the Metpotan
Corporation, to furnish 40,000 of the 80,000 shares that Chase Secu-
rities Corporation had obligated itself to supply to Dominick &
Dominick under the original option, nothing was said about sharing
in any commissions or profits, was there?

Mr. WIGGIN. Oh, I think undoubtedly there was.
Mr. PECORA. This came as an afterthought, did it not ?
Mr. WIGGIN. I don't think so.
Mr. PECORA. Why were the documents evidencing your right to

share in that, dated in September of 1929?
Mr. WIGGIN. I don't know.
The CHAIRMAN. The committee will now take a recess until 2:15

p.m.
(Thereupon, at 1:10 p.m. Thursday, October 19, 1933, the com-

mittee recessed until 2:15 p.m. the same day.)

AFTERNOON SESSION

The hearing was resumed at the expiration of the recess.

TESTIMONY OP ALBERT H. WIGGIN, NEW YORK, N.Y.—Resumed

Mr. PECORA. Mr. Wiggin, referring to this trading account that
was formed on July 19, 1929, of which Dominick & Dominick were
the managers, you were going to look up for us the names of all of
the other participants in this trading account. Have you succeed-
ed in ascertaining who they were?

Mr. WIGGIN. Yes. I have a list. You understand that we never
knew who they were until a few days ago ?

Mr. PECORA. Yes. Who are they?
Mr. WIGGIN. Shall I read it off?
Mr. PECORA. If you will.

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



STOCK EXCHANGE PBACTICES 2451

Mr. ALDRICH. Mr. Chairman, may I interrupt ?
Senator COTJZENS. Let the witness answer the question, please.
The CHAIRMAN. Yes; he has a list of names there.
Mr. WIGGIN. Blyth & Co., Inc.; Broomhall, Killough & Co.
Mr. PECORA. AS you give the name of each participant, will you

also state, if you can, the interest of such participant in the ac-
account?

Mr. WIGGIN. We have not got that, Mr. Pecora. They are all on
Dominick's books, and they have not furnished us with that infor-
mation.

Mr. PEOORA. All right.
Mr. WIGGIN. Brown Brothers & Co.; Cassatt & Co.; Clark, Dodge

& Co.; Curtis & Sanger; Eastman, Dillon & Co.; W. W. Lanahan &
Co.; McClure, Jones & Co.; National Bond and Share Corporation:
Potter & Company; Edward B. Smith & Co.; Stone & Webster and
Blodget, Inc.; Weld, Grew & Co.; and, you understand, the Chase
Securities Corporation and their participants that were reported be-
fore the recess; and Dominick & Dominick2 of course.

Mr. PECORA. And the Shermar Corporation?
Mr. WIGGIN. Metpotan and Shermar Corporation; yes.
Mr. ALDRIOH. May I interrupt for a moment, Mr. Chairman,

with a matter that I consider of the greatest importance ?
The CHAIRMAN. Yes; if there is no objection.
Mr. ALDRICH. I would like to read into the record an article which

appears in one of the Washington papers this morning, headed,
" Chase Loan to Cuba Eyed by Senate." I t hints of a scandal. The
subheading is " Millions Squandered in the Building of Capitol and
Great Highway." The article reads as follows:

A campaign by Wall Street influences was directed today toward suppressing
a Senate inquiry into the floating of a $225,000,000 loan by the Chase National
Bank to the now defunct Machado government of Cuba.

Investigators for the Senate Banking and Currency Committee have unearthed
evidence, in connection with the loan, that may provoke a national sensation.
Some of it will reflect upon the State Department.

A series of letters, exchanged between Americans and Cuban officials, in pos-
session of the committee, will furnish the highlights of the inquiry if it is
held. These letters relate to negotiation of the loan.

BONDS ̂ DEFAULTED

Proceeds of the loan were used to erect a $25,000,000 capitol building in the
poverty-stricken city of Habana and to construct a $200,000,000 central high-
way boulevard across the island. The bonds, sold by the Chase National to
finance the loan, have been defaulted in interest payments.

Officials of the new Grau San Martin government since have charged that
millions of dollars were squandered in waste, riotous costs, and graft in the
construction of the two projects. They have threatened to prosecute some of
the exiled Machado leaders for the part they played in negotiation and expendi-
ture of the loan.

Wall Street influences have fought the inquiry on the ground it would pro-
voke anti-American feeling in the island republic. One New Yorker was said
to have warned the committee that the revelations would lead to anti-American
riots and attacks on American banks in Havana.

The inquiry was favored by Senator Fletcher (D), of Florida, chairman,
and Senator Couzens (R), of Michigan. Leaders of the opposition were not
identified. Fletcher said:

"We have not decided whether to hold the inquiry. I think we will and
I believe we should."

Couzens said:
" In my judgment, efforts to sidetrack the inquiry will not succeed."
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That is all of that article on Cuba.
Now, Mr. Chairman, I assume that the efforts of Wall Street

interests to block the inquiry on the Chase loan to Cuba are probably
what I said before the executive meeting of this committee yesterday,
and what I said to Mr. Pecora several days ago. What I said to
Mr. Pecora was this, that as far as my own personal investigation
is concerned, I have found nothing which would require this com-
mittee to go into the Cuban loan in order to find a foundation foi
further legislation in regard to the matters which you are investi-
gating. I said to Mr. Pecora, " If you find anything which has the
effect of being necessary to be shown, by all means go ahead with it."

At the executive meeting of the committee yesterday I said the
same thing; that I had not been able to find anything, myself, which
I thought required this committee to go into that loan. Senator
Couzens said that he thought a great many things required the
committee to go into it. I felt and still feel now that it is a mistake
to go into that Cuban loan; but that kind of an exaggerated article
is a great deal worse in every possible way than this committee's
going into that loan. Obviously it is going to do more harm in
Cuba than anything else can—that kind of a statement. As a matter
of actual fact, the facts of the matter are these, that in the public
works financing for the Republic of Cuba the Chase National Bank
and its associates employed about $80,000,000 consisting of $20,000,-
000 for public works, 5y2 serial certificates maturing serially in the
years from 1931 to June 1933; $40,000,000 of public works 5y2 percent
gold bonds, due June 30,1945, and a bank credit of $20,000,000. All
of the serial certificates except $867,000 principal amount now held
by the Chase National Bank and associates, have been paid in full.
Interest on all of these obligations to June 30, 1933, has been paid
promptly when due. Such balance of the serial certificates amount-
ing to $867,000 and a bank credit of $20,000,000 is being carried by
the Chase National Bank and associates pending clearing of the
existing situation in Cuba. Every bit of this public works financing
was paid by the Chase National Bank directly to construction con-
tractors on work certificates approved by the Secretary of Public
Works and countersigned by the Secretary of the Treasury of the
Kepublic of Cuba for construction work actually performed by
such contractors and accepted by the Cuban Government. Not a
dollar was paid to President Machado or any other officer or
employee of the Cuban Government or anyone else, directly or
indirectly, by way of commission or gratuity.

In view ot the existing conditions in Cuba and the delicate rela-
tions with this country and because of the danger of publicity being
given to distorted or false statements as illustrated by the article
which I have just read from, representatives of the Chase National
Bank have questioned the wisdom of making the public-works
financing the subject of a public hearing before this committee. Any
statement or implication that the Chase National Bank or any of
its representatives has sought in any way to suppress any facts
concerning this financing or any other of the activities in Cuba is
false.

I think you ought to go into that immediately and investigate it
fully.
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The CHAIRMAN. Of course this committee is not responsible for
what is in a newspaper statement.

Mr. ALDRICH. I do not think you are responsible for it, Mr. Chair-
man.

The CHAIRMAN. The reporters did ask me if the committee had
decided to go into the Cuban loan, and I said that we had not con-
sidered the subject fully yet; we had not got to it, in fact; that
there was some question raised as to whether it would be advisable
to do it, and that the committee would consider it further, that it
had not reached any conclusion.

Mr. ALDRICH. I know, Senator; but ex parte statements of that
kind do more harm than any full investigation could do.

The CHAIRMAN. I did not make the ex parte statement.
Mr. ALDRICH. I am not accusing anybody. I t is in the newspaper.
The CHAIRMAN. But your reply is that ex parte statements like

that overcome the effect of the hearing. I did not make it. I am
telling you the statement that I made.

Mr. ALDRJCH. I did not say that you did, Mr. Chairman.
The CHAIRMAN. The reporters asked me if we were going into

the Cuban situation and the facts with regard to the transactions
in Cuba. I said we had not yet decided about that, as to whether
we would or would not. One reporter asked me what my own impres-
sion was. I said, " I am in favor of doing it, as far as I know now."
That is the extent of the conversation I had. I did not know these
facts that are stated there, myself. Nobody told me what this paper
contained.

Mr. ALDRICH. Mr. Chairman, I think that under the circumstances
this committee should investigate the Cuban loan matter.

The CHAIRMAN. We will do as we please about it, Mr. Aldrich,
without your dictation.

Mr. ALDRICH. I am sure you will.
The CHAIRMAN. We will take it up when we get to it. That is

a matter for the committee to decide, not for you.
Mr. ALDKECH. That is obviously true; but I am simply expressing

my own opinion.
The CHAIRMAN. That may be your opinion, and it might be all

right for us to stop where we are and leave all these other matters
that we are prepared to go on with and take up the Cuban situation
if the committee desires to do that. I have no objection to doing it.
But I want to say that so far as any indication that this comes from
the committee is concerned, it is absurd.

Mr. ALDRICH. Senator, I have made no accusation that it comes
from the committee. I simply read the article in the press and
stated that in view of the. fact that the article has been published,
which I think does more harm in every way than any possible in-
vestigation by this committee could do, that this committee owes it
to the bank to conduct an investigation of the Cuban loan at once.

Senator COUZENS. I move that we proceed in an orderly manner.
The CHAIRMAN. Without objection, that will be done.
Mr. PECORA. HOW many of the persons or firms that were men-

tioned by you as the participants in this trading account that was
formed on July 19, 1929, are firms or persons who hold seats on
the New York Stock Exchange?
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Mr. WIGGIN. I am not sure. I think, 11.
Mr. PECORA. At least 11 ?
Mr. WIGGIN. I think, 11. I t may be less, but I think, 11.
Mr. PECORA. In view of the fact that this trading account, accord-

ing to the letter of July 19,1929, which is in evidence as exhibit not.
11 of this date, was formed to trade in 25,000 shares of the capital
stock of the Chase Bank and the Chase Securities Corporation, why
was it necessary to give an option for 80,000 shares to the managers
of the trading account?

Mr. WIGGIN (after conferring with associates). Because Dom-
inick & Dominick wanted the option on 80,000 shares.

Mr. PECORA. DO you know why it was necessary, if this account
was to trade in 25,000 shares, for the managers of the account to have
an option on 80,000 shares?

Mr. WIGGIN. Simply because they wanted it.
Mr. PECORA. What purpose could it serve for the benefit of the*

trading account or trading syndicate?
Mr. WIGGIN. I do not know how to answer that question.
Mr. PECORA. YOU mean you cannot answer that question ?
Mr. WIGGIN. I do not know how to answer it.
Mr. PECORA. Answer it in your best way.
Mr. WIGGIN. I cannot answer it.
Mr. PECORA. DO you know of any reason why Dominick & Domi-

nick, as managers of this trading account, should have needed an
option for 80,000 shares if the account was formed to deal in 25,000*
shares?

Mr. WIGGIN. I don't know that they did need it, but the^ wanted it.
Mr. PECORA. They apparently got it as part of the entire trading:

operation, did they not?
Mr. WIGGIN. The option, of course, was for a larger amount, â&

you have pointed out.
Mr. PECORA. The option, of course, was for 80,000 shares?
Mr. WIGGIN. The trading account was for 25,000 shares, and they

could make another trading account as it was necessary, as they
took up the stock.

Mr. PECORA. But they said in the letter which they addressed ta
the Chase Securities Corporation on July 19, 1929, that letter being
Committee's Exhibit No. 11—

The account shall be on the basis of 25,000 shares and will become operative
when participations aggregating 25,000 shares have been received by us. As
managers we have obtained on behalf of the acount options to purchase all or
any part of 80,000 shares of said capital stock of The Chase National Bank of
the City of New York at the following prices.

So it would appear from the language employed in this letter that
this option for 80,000 shares which Dominick & Dominick; acquired
from the Chase Securities Corporation was part of the operation for
which the trading account was formed, was it not?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. NOW, why was it necessary, in order to operate the

trading account of 25,000 shares, for the managers of the account
to get options of 80,000 shares?

Mr. WIGGIN. Because Dominick & Dominick wanted it. I don't
think there is any
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Mr. PEOORA (interposing). How could it serve to benefit the con-
duct of the trading account's operations ?

Mr. WIGCHEN. This meant that they did not want their associates
to haye at one time any more than the 25,000 shares, but their option
was for a larger amount.

Mr. PEGO&A. DO you think it was ethical practice for the Chase
Securities Corporation or any of its subsidiary corporations to enter
into any agreement to sell short shares of the Chase National Bank?

Mr. WIGGIN. I think it was entirely proper.
Mr. PECORA. YOU think it is entirely proper?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. YOU say that recognizing that the Chase Securities

Corporation was the securities or investment affiliate of the Chase
.National Bank and had the same body of stockholders ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. DO you think it would have been proper, irrespective

of any legal inhibition, for the Chase National Bank itself to have
engaged in a trading operation involving the sales of its shares
short?

Mr. WIGGIN. Of the bank?
Mr. PECORA. Yes,
Mr. WIGGIN. NO, sir.
Mr. PECORA. When this was done by the Chase Securities Corpora-

tion in effect was it not being done also for the bank?
Mr. WIGGIN. NO, sir.
Mr. PECORA. Why not?
Mr. WIGGIN. Because they are two distinct organizations owned

by the same people but not one owned by the other.
Mr. PECORA. But you say that the Chase Securities Corporation

was organized and created at the instance of the bank to enable that,
because the bank could not engage in the investment and securities
business?

Mr. WIGGIN. Yes, sir; I explained the reasons for the organization
of the Chase Securities.

Mr. PECORA. Then what was an improper or unethical or unwise
thing, apart from the question of the legality, for the Chase Na-
tional Bank to do, was all right and proper and ethical for its
securities affiliates to do?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Why was it a proper thing in your opinion for the

Chase Securities Corporation to sell short the shares of the bank ?
Mr. WIGGIN. I don't knpw that they did so.
Mr. PECORA. I t entered into an agreement whereby that could have

been done, did it not?
Mr. WIGGIN. I t did.
Mr. PECORA. And so far as the Chase Securities Corporation knew

on July 19,1929, when it entered into this agreement with Dominick
& Dominick as managers of the account, that kind of a transaction
was within the power of the managers of the account to consummate?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. YOU think that was a proper thing?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Why?
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Mr. WIGGIN. I t gave a buying power to the stock when necessary.
Mr. PECORA. What is that?
Mr. WIGGIN. Provided a buying power for the stock when neces-

sary.
Mr. PECORA. I t provided a buying power for the stock when neces-

sary. What do you mean by that?
Mr. WIGGIN. I mean if they had sold more than they had there

was a supporting purchasing power for that stock in the market.
Mr. PECORA. A short-selling transaction is a speculative transac-

tion essentially, is it not?
Mr. WIGGIN. Not necessarily.
Mr. PECORA. IS it an investment transaction?
Mr. WIGGIN. No, sir.
Mr. PECORA. Isn't it a speculative transaction,
Mr. WIGGIN. I don't think so.
Mr. PECORA. What kind of a transaction is it, if it is not invest-

ment and not speculative? How would you characterize it?
Mr. WIGGIN. I don't consider that it was an investment. I don't

consider that it was a speculation. I think it was a very desirable
position for the securities company to be in for the benefit of the
stockholders of the bank.

Mr. PECORA. HOW do you denominate or characterize or call or
designate such a transaction if it is not an investment and it is not
a speculation?

Mr. WIGGIN. I t was a trading account.
Mr. PECORA. Well, speculation might be a trading account, or

speculation might be indulged in through a trading account, too,
might it not?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. YOU think a short-selling transaction is a trading:

account ?
Mr. WIGGIN. I think this was in the trading account; yes, sir.
The CHAIRMAN. We have conferred, Mr. Aldrich, about this sit-

uation and your suggestion. I t happens that tomorrow, Friday,
we have a number of witnesses subpenaed here, and we cannot very
well go into it tomorrow, but we will take it up, I am authorized to
announce, and will set Monday at 10 o'clock.

Mr. ALDRICH. Thank you, Senator. I think that is very satis-
factory.

The CHAIRMAN. All right; Monday at 10 o'clock we will go into
this Cuban matter that has been mentioned.

Mr. PECORA. Mr. Wiggin, subsequent to the giving of the option
for 8,000 shares to Dominick & Dominick for the purpose of this
trading account, was another option given to Dominick & Dominick
by anybody, to your knowledge ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. When was it given and by whom?
Mr. WIGGIN (after examination of documents and a conference).

Yes, sir. v
Mr. PECORA. NO; the question was, When was such additional

option given and by whom ?
Mr. WIGGIN. September 9, Chase Securities Corporation to

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



STOCK EXCHANGE PEACTICES 2457

Mr. PECORA. Was that given in writing?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Have you the original or a copy of the agreement ?
Mr. WIGGIN. We have a photostatic copy liere of the letter. Do

you have that there ? I t is dated September 9.
Mr. PECORA. Will you let me see your copy of that letter of

September 9?
(Mr. Hargreaves handed document to Mr. Pecora.)
Mr. PECORA. I offer in evidence the copy of the letter produced by

the witness.
The CHAIRMAN. I t will be received and entered in the record.
(Letter dated September 9, 1929 from Dominick & Dominick to

Chase Securities Corporation was thereupon designated " Committee
Exhibit No. 17, October 19, 1933.")

Mr. PECORA. The letter marked " Exhibit 17 ", written on the letter-
head of Dominick & Dominick, 115 Broadway, New York, reads as
follows (reading):

SEPTEMBER 9, 1929.

THE CHASE NATIONAL BANK OF THE CITY OP NEW YOBK

CAPITAL STOCK—PAR VALUE $20
TRADING ACCOUNT

CHASE SECURITIES CORPORATION,
New York, N.Y.

(Attention of Mr. McKee.)
DEAR SIRS : We, confirm that you have ceded to us as Managers of the above

account additional options to purchase from you, at any time or from time
to time prior to the close of business-, January 22nd, 1930, Capital Stock of The
Chase National Bank of the city of New York and Chase Securities Corporation
(represented by Bankers Trust Co. receipts) as follows:

5,000 at $230 a share, 5,000 shares at $235 a share, 5,000 shares at $240 a
share, and 5,000 shares at $245 a share.

These options are exercisable whole or in part as we may call them.
While the options are in force you agree to loan us at our request all or any

part of twelve thousand (12,000), shares of stock at the then prevailing market
price, as we may call from time to time. We agree as Managers that the
account shall not be short more than approximately 10,000 shares of stock at
any time.

Please confirm that the above is in accordance with your understanding by
signing and returning to us the enclosed duplicate of this letter.

V r̂v truly yours,
DOMINICK & DOMINION

Confirmed and accepted: Chase Securities Corporation, by the initials
"W. L. McK—V.P."

There is an inscription in handwriting at the bottom of the letter
reading as follows:

Spoke to Mr. B. K. Davis September 9 and agreed that on stock they were
borrowing but had not exercised options we were to receive the cash dividend*

The signature I cannot make out.
Does it not appear from that that the managers had sold the bank

stock short some time prior to September 9, 1929, although on that
date it still had,unexercised options on 45,000 shares?

Mr. WIGGIN. I don't see that this would indicate that, Mr. Pecora,
Mr. PECORA. I don't hear you, Mr. Wiggin.
Mr. WIGGIN. I am sorry. I don't see that this would indicate that.
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Mr. PECORA. Doesn't it indicate that there was a short position in
that account prior to the date of that letter ?

Mr. WIGGIN. I don't see that it does.
Mr. PECORA. Well, now, who actually furnished the 20,000 shares

of stock that were optioned under that letter of September 9, 1929?
Mr. WIGGIN. The Shermar Corporation.
Mr. PECORA. Were they all actually called for by the managers of

the account?
Mr. WIGGIN (after conferring with associates). I am advised that

10,000 were taken up and 10,000 were not.
Mr. PECORA. At what prices were the 10,000 shares that were taken

«p so taken up?
Mr. WIGGIN. At the first two prices.
Mr. PECORA. Twenty-five thousand shares at $230 and 5,000 at

$235?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And those 10,000 shares were furnished to your cor-

poration by the Shermar Corporation?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. HOW did the Shermar Corporation happen to furnish

those 10,000 shares, in view of the fact that the option was given to
the managers of the Chase Securities Corporation?

Mr. WIGGIN. The Chase Securities Corporation did not have 10,000
shares.

Mr. PECORA. Then why dicj. the Chase Securities Corporation again
on September 9, 1929, knowing that it did not haije those shares,
•enter into a formal commitment with Dominick & Dominick to give
them an option on those shares at stated pricey?

Mr. WIGGIN. Because they were protected! on their option.
Mr. PECORA. HOW were they protected?
Mr. WIGGIN. By Shermar Corporation.
Mr. PECORA. Was there an arrangement or understanding before

the Chase Securities Corporation entered into that option agreement
with the Shermar Corporation to give them that protection T

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And how was that arrangement or understanding

•evidenced in writing, if it was evidenced in writing?
Mr. WIGGIN. Haven't you got that, Mr. Pecora?
Mr. CONBOY. September 10, 1929.
Mr. PECORA. I show you photostatic copies of two letters. Will

you please look at them and tell us if they constitute true and cor-
rect copies of the writings or letters which evidenced that under-
standing?

Mr. WIGGIN (after examining documents). Yes, sir.
Mr. PECORA. I offer those two letters in evidence as separate ex-

hibits, the first one I so offer being the one addressed to the Chase
Securities Corporation, the other one being the one addressed to the
Shermar Corporation.

The CHAIRMAN. Let them be admitted and entered in the record.
(Letter dated Sept. 10, 1929, from Dominick & Dominick to

Ohase Securities Corporation was thereupon designated " Committee
Exhibit No. 18, October 19, 1933.")
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(Letter dated Sept. 10, 1929, from Chase Securities Corporation
to Shermar Corporation was thereupon designated " Committed
Exhibit 19, Oct. 19, 1933.")

Mr. PECORA. The first of these two letters, marked " Committee's
Exhibit 18 ", reads as follows—I won't read the caption [reading] r

SEPTEMBER 10, 1929.
CHASE SECURITIES CORPORATION,

New York, N.Y.
DEAR SIRS : We wish to advise you that we as managers of the above account

have obtained on its behalf additional options to purchase at any time or times
prior to the close of business January 22, 1930, all or any part of 20,000 shares
of capital stock of the Chase National Bank of the city of New York, and Chase
Securities Corporation (represented by Bankers Trust Co., receipts), as-
follows:

5,000 shares, at $230 a share; 5,000 shares, at $235 a share; 5,000 shares, at
$240 a share; 5,000 shares, at $245 a share.

" Beginning today the account shall not be short more than approximately
10,000 shares of stock at any time.

Very truly yours,
Managers,

I presume it was signed by Dominick & Dominick.
The second letter, marked "Committee's Exhibit 19," reads a&

follows: (Reading.)
September 10, 1929.

SHERMAR CORPORATION,
New York, New York.

GENTLEMEN: We are enclosing copy of a letter dated September 9, 1929,.
received from Messrs. Dominick & Dominick in connection with additional
options to purchase at any time or from time to time, prior to January 22, 1930,
20,000 shares of Chase Stock.

We shall thank you to confirm that the arrangements as outlined in sudb
letter have been entered into by us with Messrs. Dominick & Dominick in your
behalf.

Yours very truly,

Assistant Treasurer.
I presume this letter was signed by assistant treasurer of the

Chase Securities Corporation?
Mr. WIGGIN. I assume so.
Mr. PECORA. Did the Shermar Corporation send? by way of

acknowledgement or reply to this letter that I have just read, any
letter to the Chase Securities Corporation or the Metpotan Cor-
poration ?

Mr. WIGGIN. Yes, sir.
Mr. CONBOY. We have not turned upi any reply to that.
Mr. PECORA. We do not have a copy of it, either.
Mr. CONBOY. Apparently we have none in our file.
Mr. PECORA. From the fact that you have not in the files of the

Shermar Corporation any copy of a letter sent by way of ret"
to this letter, committee s exhibit 19, is it fair to conclude, S
Wiggin, that reply was made orally and not in writing?

Mr. WIGGIN. I don't know. I t may have been that. May have
been some memoranda okayed. I don't know how.

Mr. PECORA. Options apparently were given to Dominick & Domi-
nick as managers of 'this trading account by the Chase Securities
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Corporation for an aggregate of 100,000 shares, of which only 90,000
were exercised by Dominick & Dominick.

Mr. WIGGIN. That is as I understand it.
Mr. PECORA. And of those 90,000 shares with respect to which

Dominick & Dojninick exercised their option, your corporation, called
the Shermar Corporation, furnished 50,000 shares under the option
agreement?

Mr. WIGGIN. That is right, sir.
Mr. PECORA. And were paid for those shares at the prices set forth

in the various option agreements?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. When was this trading account close4; Mr. Wiggin?
Mr. WIGGIN. I will find out. [After conferring with associates.]

November 11,1929.
Mr. PECORA. And do you know whether there were any profits that

accrued to the trading account from its entire operations?
Mr. WIGGIN. I will inquire. [After conference with associates.]

Yes, sir.
Mr. PECORA. What was the aggregate amount of such profits ?
Mr. WIGGIN (after conferring with associates). We can only give

you the amount that came to the Chase Securities participants. We
do not know the whole profit.

Senator ADAMS. But you can readily figure that if you know the
relative contributions ot the Chase Securities to the pool—or rather
I should say the trading account?

Mr. WIGGIN. Yes; but we haven't the percentages, you know, of
the participants in the trading account. All we have is the name.
We could only guess, and I don't want to do that.

Senator ADAMS. There is no penalty for guessing as long as it is so
labelled. After all, don't you figure, Mr. Wiggin, most of the
things we do are guesses?

Mr. WIGGIN. Yes; I am afraid they are.
Senator ADAMS. If we restrict ourselves and eliminate all guesses,

why, there would not be any trading accounts conducted.
Mr. BISBEE. There would not be much left of life, either.
Mr. WIGGIN. Was there any question unanswered?
Mr. PECORA. DO you know what the total profit was ?
Mr. WIGGIN. No; I do not know what the total profit was. We

can tell what share was given to Chase.
Mr. PECORA. They do not know what the respective interests were

of the other participants, Senator Adams.
You said before you knew their names and you learned those

names only within the last few days from Dominick & Dominick.
Senator ADAMS. But, Mr. Pecora, they knew this, that they con-

tributed 50,000 shares out of 90,000.
Mr. PECORA. But the trading operations involved many more

shares than that, something like 176,000 shares.
Senator ADAMS. But there were actually 90,000 sold, disposed of.
Mr. PECORA. Drawn down under these option accounts.
Senator ADAMS. Yes. They contributed 50,000. So that their

share, representing five ninths of it, would givfe you what the total
was, even though you could not distribute it.

Mr. PECORA. NO, it would not.
Mr. BISBEE. NO, no; not of the profit.
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Mr. CONBOY. Senator, I do not want to disagree with you.
Senator ADAMS. I t would not be the first time someone has disa-

greed with me.
Mr. CONBOY. I t would be the first time that you and I disagreed.

I do not think your basis of computation is accurate, and I do not
think we can give it to you; but we can tell you what Chase Securi-
ties Corporation got, and you can draw the inferences that you think
are justified.

Senator ADAMS. That would allow us to guess.
Mr. CONBOY. Allow you to guess. But if you wanted to have

a good guess then you would want to know what these other facts
are as suggested by Mr. Pecora, and we have not got those. We
cannot tell you what they are.

Mr. PECORA. Probably I could expedite this examination if I
state that I received from Dominick & Dominick a statement show-
ing the operations or trades in this account from the time of its
formation in July 1929 to the time of its termination on November
11, 1929.

Mr. CONBOY. What are the dates that are covered by that question,
Mr. Pecora ? From when ?

Mr. PECORA. July 19, 1929, to November 11, 1929. I t showed that
there was a total of $2,096 shares bought under options and 80,710
shares bought in the open market, making a total of shares acquired
for the purposes of the trading account of 172,806, and that there
were sold in the market 115,483 shares, and 55,227 shares were dis-
tributed to participants on the termination of the account. And
that the profits accruing to the trading account from these trans-
actions amounted to $1,452,314.68.

Senator GOLDSBOROXTGH. IS that the first account?
Mr. PECORA. NO ; the third one, Senator.
I also received from Dominick & Dominick a statement showing

the distribution made of these profits aggregating $1,452,314.68 to
the various participants on November 11, 1929.

I will offer in evidence, subject to any correction that any party
may seek to make, the photostatic reproductions of the statements
of the transactions furnished to us by Dominick & Dominick.

Mr. CONBOY. YOU say " subject to correction." Of course, we did
not prepare the statements.

Mr. PECORA. NO. I say subject to correction by Dominick & Domi
nick or anybody else. I said anybody interested.

Mr. CONBOY. I do not know what facilities we would have. Will
you furnish us with a copy of them?

Mr. PECORA. I will be very glad to do so. We only have one set of
photostatic reproductions, but we would be very glad to let you look
at them overnight.

Mr. CONBOY. Thank you. Is that something that was prepared
for you?

Mr. PECORA. Prepared for us by Dominick & Dominick. These
are their tabulations.

Mr. CONBOY. Did they only give you photostats or did they give
you the originals ?

Mr. PECORA. They gave us photostats.
The CHAIRMAN. Does that include any more shares than the 80,000 ?
Mr. PECORA. Yes, Senator.

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



2462 STOCK EXCHANGE PRACTICES

Mr. CONBOY. May we look at those so that we may acquaint our-
selves with them if we are examined about them?

Mr. PECORA. Yes. (Handing same to Mr. Conboy.) They are-
offered in evidence.

The Chairman. The statements will be admitted and spread upon
the record.

(Statement from Dominick & Dominick showing the operations in.
the account from July 19, 1929 to November 11, 1929, was received
in evidence, marked " Committee Exhibit No. 20 of October 19r
1933 ", and is here printed in the record in full as follows:)

COMMITTEE EXHIBIT NO. 20, OCTOBEB 19, 1933

Chase National Bank Trade
Aug. 5,1929,10,000 shares Chase Securities Corporation, at 210— $2,100,000. (K>
Aug. 8, 1929,10,000 shares Chase Securities Corporation, at 210— 2,100,000.00
Aug. 8, 1929, 5,000 shares Chase Securities Corporation, at 215— 1,075,000.00
Aug. 9, 1929, 2,500 shares Chase Securities Corporation, at 215— 537,500.0ft
Aug. 14,1929, 2,500 shares Chase Securities Corporation, at 215— 537,500.00
Aug. 19, 1929,10,000 shares Chase Securities Corporation, at 220- 2,203,000.00
Aug. 19, 1929,10,000 shares Chase Securities Corporation, at 225_ 2,253,000. Otf
Aug. 27, 1929, 5,000 shares Chase Securities Corporation, at 230— 1,150,000.0ft
Aug. 27,1929, 625 shares Chase Securities Corporation, stock divi-

dend on above.
Sept. 5, 1929, 5,000 shares Chase Securities Corporation, at 230— 1,150,000.00
Sept. 5, 1929, 625 shares Chase Securities Corporation, stock

dividend on above.
Sept. 10, 1929, 6,768 shares Chase Securities Corporation, at 235- 1,590,480. 0O>
Sept. 10, 1929, 846 shares Chase Securities Corporation, stock

dividend on above.
Sept. 19, 1929, 3,232 shares Chase Securities Corporation, at

208. 888_ , , 675,126. 02
Sept. 19, 1929, 6,500 shares Chase Securities Corporation, at

213. 333 I1, 386, 664. 50
Sept. 20, 1929, 3,500 shares Chase Securities Corporation, at

213. 333 746,665.50
Sept. 20, 1929, 2,500 shares Chase Securities Corporation, at

230 575, 000.0O
Sept. 23, 1929, 2,500 shares Chase Securities Corporation, at

230 575, 000. 0O
Sept. 23, 1929, 5,000 shares Chase Securities Corporation, at

235 1,175, 000. 00

Total, 92,096 shares 19,829,936.02
80,710 shares bought in the market - 18, 521,341.13
Sept. 11, dividend 9,291 shares account short 9,2Q1.0to

Aug. 28, check, Bowne & Co., circular $688.20
Sept. 12, check, Bowne & Co., composition 10.48

698.68-
Balance 1,452,314.68

172,806 shares 1 39,813, 581. ol

16,462 shares, to participants, at 222-2 3,620,858.40>
11,730 shares, to participants, at 227-2 2,638,686.96
16,991 shares, to participants, at 240-2 4,043, 042.36
10,044 shares, to participants, at 241-2 2,400,033.80'

Total, 55,227 shares 12,702,621.52
115,483 shares, sold in market 27,110,959.99
Aug. 23, 1929, 2,096 shares, 12% percent stock dividend account

short, 16,768 shares.

Total, 172,806 shares 39,813, 581.51Digitized for FRASER 
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(Statement from Dominick & Dominick showing distribution made
of profits aggregating $1,452,314.68 to the various participants on
.November 11, 1929 was received in evidence, marked "Committee
Exhibit No. 21" , of October 19, 1933, and is here printed in the
record in full as follows:)

COMMITTEE EXHIBIT NO. 21, OCTOBER 19, 1933

Chase National Bank trade
1929

Nor. 11. Checks for profit on partic to the following:
Dominick & Dominick, 5,000 shares $261,416. 64
Chase Securities Corporation, 5,000 shares 261,416.64
Potter & Co., 1,250 shares 65,354.16
McClure, Jones & Co., 1,250 shares 65,354.16
Broomhall Killough & Co., 1,250 shares 65, 354.16
National Bond and Share Corporation, 1,250 shares- 65, 354.16
W. W. Lanahan & Co., 1,000 shares 52,283.33
Weld Grew & Co., 500 shares 26,141.66
Clark Dodge & Co., 1,000 shares 52,283.33
Edward B. Smith & Co., 1,000 shares 52,283. 33
Cassatt & Co., 1,000 shares 52,283.33
Stone Webster & Blodget, 1,000 shares 52,283. 33
Brown Brothers & Co., Inc., 1,000 shares 1 52,283.33
Eastman Dillon & Co., 2,000 shares 104,566. 66
Curtis & Sanger, 500 shares 26,141.66
Blyth & Co., Inc., 1,000 shares 52,283.33
Check—Dominiek & Dominick 10 percent commis-

sion for acting 12 managers 145,231.47

1,452, 314. 68

Novv 9. Balance 1,452,314.68

Mr. PECOKA. According to Committee Exhibit No. 21, in the dis-
tribution of the profits which this trading account made the Chase
Securities Corporation received the share thereof amounting to
$261,416.64. Does that conform to your record?

Mr. CONBOY. Yes.
Mr. PECORA. Mr. Wiggin, will you tell us how much of a net profit

accrued to the Shermar Corporation from the sale of the 50,000
shares that it supplied under these options to the managers of this
trading accounts

Mr. WIGGIN. We cannot tell, because it went into an account in
which there were many transactions. We can tell how much of
this $261,000 was passed on, but we cannot tell what the profit was
to Shermar on those particular 50,000 shares.

Mr. PECORA. YOU mean you cannot tell at this time, but you have
records which will inform you of that, have you not?

Mr. WIGGIN. If you bought 1,000 shares and sold the same 1,000
shares, you could tell what the profit was on a thousand shares. But
if you have a long-running account, stock bought at various times,
at various prices, and then sell part of it it, you cannot tell what
the profit was.

Mr. PECORA. Have not you or the Shermar Corporation any rec-
ords from which it could be ascertained how much profit accrued to
the Shermar Corporation from the sale of the 50,000 shares which
it furnished to Dominick & Dominick as managers of this trading
account?

Mr. WIGGIN. NO, sir. That is impossible.Digitized for FRASER 
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Mr. PECORA. Why not?
Mr. WIGGIN. Because you cannot tell which stock was sold at these*

prices. I mean you have a great many shares; some are bought at
one price, some at another. Then you sell. Now which stock are
you going to take as this particular sale?

Mr. PECORA. IS it not usual to take the stock that was first:
acquired?

Mr. WIGGIN. Well, perhaps we could do that.
Mr. PECORA. The first stock acquired is regarded as the first stock

sold?
Mr. WIGGIN. You mean for income-tax purposes?
Mr. PECORA. For income-tax purposes.
Mr. WIGGIN. That is a little different from trying to find out,

what the profit is in an account. We could tell the first purchases
in the account, find out what they cost, and then see what these
proceeds were, and then figure the difference. But we have not got
it yet, and we will have to go into that in detail to get it.

Mr. PECORA. HOW long will it take you to get that?
Mr. WIGGIN. Oh, I do not think it would take very long.
Mr. PECORA. HOW much of the $261,416.64 that Domimck & Domi-

nick distributed to the Chase Securities Corporation on November
11,1929, did the Shermar Corporation receive?

Mr. WIGGIN. $65,354.
Mr. PECORA. Did it in addition to that received from the Metpotani

Corporation any moneys on account of the interest which the Metpo-
tan Corporation gave the Shermar Corporation out of the fees and
commissions which Dominick & Dominick received as managers of*
this account?

Mr. WIGGIN. We received part of the management fee, but no-
part of the commissions.

Mr. PECORA. HOW much did you receive on that account?
Mr. WIGGIN. $9,682.10.
Mr. PECORA. That makes a total of $75,036.10, does it not?
Mr. WIGGIN. Correct.
Mr. PECORA. From the time of the commencement of this trading

account on or about July 19, 1929, up to the date of the first big-
crash, so called, in the stock market in October 1929, can you tell
the committee whether the daily quotations in the market of the
stock of the Chase National Bank were generally upward? I be-
lieve the date of the big crash was October 26, 1929, was it not?

Senator ADAMS. October 29, 1929.
Mr. BISBEE. Another one in November. The first one was in-

October.
Mr. WIGGIN. The trend was upward until about the 22d of August..

The dividend came off there. I t sold ex-dividend, which makes the
price a little lower. And the trend was upward in September, up-
to the 21st of September, and then the trend was downward until,
about the 5th of October, and then it was up until about the 20th
of October, and then the trend was downward. I can give you any
particular day.

Mr. PECORA. Have you found a copy of the resolution that you
referred to in the course of your testimony during the forenoon
session today in which you said that the officers of the Metpotan Co..
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and the Chase Securities Corporation, respectively, had power
to transact the business which it transacted with the Shermar
Corporation?

Mr. WIGGIN. I spoke of a Chase Securities Corporation resolution,
did I not, giving the officers power ?

Mr. PECORA. Well, either the Chase Securities Corporation or the
Metpotan.

Mr. WIGGIN. Yes; I think it was the Chase Securities Corpora-
tion.

Mr. PECORA. All right.
Mr. WIGGIN. We have sent to New York for it, Mr. Pecora. We

do not have it here yet.
Mr. PECORA. IS that in the nature of a general resolution that was

adopted a long time before this trading account was opened ?
Mr. WIGGIN. Oh, I think so.
Mr. PECORA. After the termination of this trading account on

November 11,1929, do you know whether or not the Chase Securities
Corporation became a participant in any other trading account deal-
ing with the shares of the Chase National Bank and the Chase Securi-
ties Corporation? In connection therewith I suggest that you refer
to records consisting of a letter from Dominick & Dominick ad-
dressed to the Chase Securities Corporation dated January 7, 1930.

Mr. WIGGIN. I have the letter. Xes.
Mi4. PECORA. Does that letter serve to refresh your recollection to

the effect that on or about January 7,1930, another trading account
dealing in the shares of the capital stock of the Chase National Bank
or the Chase Securities Corporation was formed with Dominick &
Dominick as the managers thereof?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. I show you what purports to be a photostatic copy

of such a letter, and I ask you if you recognize it to be a true and
correct copy thereof? [Handing same to Mr. Wiggin.]

Mr. WIGGIN. Yes.
Mr. PECORA. I offer it in evidence and ask that it be spread on the

record.
The CHAIRMAN. Let it be admitted and placed in the record.
(Letter dated January 7, 1930, from Dominick & Dominick, ad-

dressed to the Chase Securities Corporation, was received in evi-
dence and marked " Committee Exhibit 22 of October 19, 1933.")

Mr. PECORA. The, letter reads as follows, on the letterhead of—
DOMINICK & DOMINICK,

NEW YOKK, January 7, 1930.

THE CHASE NATIONAL BANK OF THE CITY OF NEW YOEK AND CHASE SECUBITIES
COBPORATION, CAPITAL STOCK (REPRESENTED BY BANKERS TRUST CO. DEPOSI-
TARY RECEIPTS)

TRADING ACCOUNT

CHASE SECURITIES CORPORATION,

New York City.
DEAR SIRS : We are forming an account of which we shall toe the managers,

with full discretionary powers as such, and in which we shall participate, for
the purpose of trading in the capital stock of The Chase National Bank of the
City of New York and Chase Securities Corporation (represented by Bankers
Trust Co. depositary receipts). The account shall be on tfte basis of 15,000
shares and will become operative when participation aggregating 15,000 shares
have been received by us.Digitized for FRASER 
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As managers, we have obtained on behalf of the account options to purchase,
in whole or in part, capital stock of The Chase National Bank of the. City of
New York and Chase Securities Corporation (represented by Bankers Trust Co.
depositary receipts) as follows: 7,500 shares at $155 a share; 7,500 shares at
$160 a share; 5,000 shares at $165 a share; 10,000 shares at $170 a share; 10,000
shares at $175 a share; 10,000 shares at $180 a share; said options to continue
in full force and effect to and until the close of business on April 7,1930, but in
no event beyond the termination of the trading account.

The account will terminate at the close of business on April 7, 1930, but we
as managers reserve the right, in our discretion, to extend it for a further
period of 90 days or to terminate the account at an earlier date.

As managers we shall have the sole management and entire conduct of the
business and affairs of the account, with all the usual powers, including the right
on behalf of the account to make or procure loans and to pledge the obligations
of the account participants therefor, to pay all commissions and expenses of
every nature, and for the account to purchase, sell, sell short, repurchase, resell,
or hold shares of the capital stock of The Chase National Bank of the City of
New York and Chase Securities Corporation (represented by Bankers Trust Co.
depositary receipts) to such an amount, at such prices, and in such manner as
we may deem advisable, and generally to act in all respects as in our opinion
may be to the best interests of the account, provided only that the account shall
at no time be short or own Or be committed for an amount of stock in excess of
15,000 shares.

Notwithstanding our relations as managers, we shall enjoy as participants in
the account all the rights and benefits and be subject to all the liabilities hereby
respectively granted to and imposed upon other participants.

We shall in no way be liable for any error of judgment or mistake of law
or fact or failure of any party contracting with us to live up to his agreement,
nor shall we be liable except for our own failure to exercise good faith.

The failure of any participant to adhere to the terms of this agreement shall
in no respect relieve the other participants from their account obligations.

It is understood that this agreement shall bind and benefit the several parties
and their respective heirs, executors, administrators, successors, and assigns.

At our option as managers each participant shall take up and pay for in full
or margin to our satisfaction his pro rata share of stock held by the account
and shall meet his other account obligations if any upon call by us. Stock
so taken up and paid for during the life of the account shall be for carrying
purposes only, and shall be subject to call by the account managers at any time.

No partnership relations shall arise herefrom. At the expiration of the
account we as managers shall distribute the stock and/or cash remaining in our
hands among the participants pro rata in the proportion which the number
of shares of their respective participations bears to 15,000 shares. The partici-
pants shall share pro rata in the said shares and in the profits or losses of
the account, after allowing for all expenses incurred by the managers, and the
apportionment and distribution of the said shares, profits or losses, shall be
conclusive upon the participants.

As compensation for our services in forming and managing this account we
shall receive a sum equivalent to 10 percent of the net profit. We shall also
receive a commission of 50 cents a share on purchases and sales of stock made
by us in the market for the account.

In accordance with the understanding between us, we have reserved for
you in this account a participation of 3,000 shares.

Please confirm your acceptance of this participation by signing and returning
to us the enclosed duplicate of this letter.

Very truly yours,
DOMINICK & DOMINIOK, Managers.

Confirmed and accepted
J. C. A.

The CHAIRMAN. What is the date of that?
Mr. PECORA. January 7, 1930.
The CHAIRMAN. This was the fourth account?
Mr. PECORA. This was the fourth account, yes.
Mr. PECORA. NOW, Mr. Wiggin, I notice reference in this letter

I have just read, marked " Committee Exhibit No. 22, October 19,
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1933 ", addressed to Dominick & Dominick, of their having obtained
on behalf of the account, a$ its managers, options to purchase up to
50,000 shares. In connection therewith I show you a photostatic
reproduction of what purports to be a copy of a letter addressed by
Dominick & Dominick on January 7, 1930, to Chase Securities Cor-
poration, and ask you if you recognize it to be a true and correct
copy of the letter which constitutes your reference to the option for
such 50,000 shares referred to in the exhibit last offered in evidence.

Mr. WIGGIN. I t is.
Mr. PECORA. Mr. Chairman, I offer it in evidence, and ask that it

may be spread on the record of the subcommittee's hearings.
The CHAIRMAN. I t will be received, and the committee reporter

will make it a part of the record.
(The letter dated Jan. 7, 1930, from Dominick & Dominick to

Chase Securities Corporation, was marked "Committee Exhibit
No. 23, Oct. 19, 1933", and will be found next following where
Mr. Pecora read it.)

Mr. PECORA. I t reads as follows, being on the letterhead of Dom-
inick & Dominick, 115 Broadway, New York, and I won't read the
entire caption.

CHASE SECURITIES CORPORATION, t JANUARY 7, 1930.
New York City.

DEAB SIRS : We propose to form an account of which we shall be the managers
with full discretionary powers as such and in which we shall participate for
the purpose of trading in the capital stock of The Chase National Bank of the
City of New York and Chase Securities Corporation (represented by Bankers
Trust Co. depositary receipts); said account to be on the basis of 15,000 shares
and to terminate at the close of business April 7, 1930, with the right on our
part, however, in our discretion, to extend the account for an additional 90
days or to terminate it on any earlier date.

We hereby beg to confirm that, subject to the formation by us of said account
and in consideration thereof, you have extended to us, for and on behalf of
the account, the right to purchase from you, in whole or in part and at any
time and from time to time, on or before the close of business April 7, 1930
(but in no event after the termination of the account), capital stock of The
Chase National Bank of the City of New York and Chase Securities Corpora-
tion (represented by Bankers Trust Co. depositary receipts), as follows: 7,500
shares a $155 a share, 7,500 shares at $160 a share, 5,000 shares at $165 a share,
10,000 shares at $170 a share, 10,000 shares at $175 a share, 10,000 shares at
$180 a share.

It i& also understood that pending the exercise by us of this option and during
its existence, upon our request, you will loan to us on behalf of the account,
all or any part of 10,000 shares of said stock at the market price prevailing at
the time any part of the said shares is borrowed by us.

Please confirm that the above is in accordance with your understanding and
is the agreement between us by signing and returning to us the enclosed dupli-
cate of this letter.

Yours truly,
DOMINICK & DOMINICK.

Confirmed and agreed to:
CHASE SECURITIES CORPORATION,

By J. C. A., Vice President.

Now, let me ask you if there was any arrangement between Chase
Securities Corporation and any other corporation under which Chase
Securities Corporation was to obtain the stock covered by this option.

Mr. WIGGIN. Yes, sir.
Mr. PECORA. YOU say there was?
Mr. WIGGIN. Yes, sir.
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Mr. PECORA. And with what corporation was such arrangement
made by Chase Securities Corporation?

Mr. WIGGIN. By getting 20,000 shares of the Metpoian Corpora-
tion and 30,000 shares of The Shermar Corporation.

Mr. PECORA. Did the Chase Securities Corporation on the.date of
this option, namely, January 7, 1930, have or own 50,000 shares of
the capital stock of The Chase National Bank and Chase Securities
Corporation?

Mr. WIGGIN. Did Chase Securities Corporation own it?
Mr. PECORA. Yes.
Mr. WIGGIN. No, sir.
Mr. PECORA. In this instance again how did it happen that Chase

Securities Corporation entered into a formal option agreement with
Dominick & Dominick if it knew it did not have the shares covered
by the option?

Mr. WIGGIN. I presume it was negotiated with the Chase Securi-
ties Corporation, hence the letter was addressed to Chase Securities
Corporation. Chase Securities Corporation protected itself by its
trade with the other two corporations.

Mr. PECORA. Why wasn't the option given directly by those two
other corporations to Dominick & Dominick?

Mr. WIGGIN. I t could have been done.
Mr. PECORA. But why wasn't it done ? I realize that it could have

been done, but why wasn't it so done?
Mr. WIGGIN. Because the negotiations were all with Chase Se-

curities Corporation.
Mr. PECORA. When the officers of Chase Securities Corporation that

had those negotiations with Dominick & Dominick realized that
their corporation did not have those 50,000 shares of stock, why
didn't they tell that to Dominick & Dominiek and suggest to Dom-
inick & Dominick that they negotiate the option agreements directly
with the Metpotan and Shermar Corporations ?

Mr. WIGGIN. I t could have been done. They just did not do it
that way. They did it through Chase Securities Corporation.

Mr. PECORA. Was there any special reason why it was done in that
way and not in the more direct way ?

Mr. WIGGIN. Not that I know of. The negotiations were started
there and they were finished there. That is all that I know.

Senator COTJZENS. Let me ask right there: Did Chase Securities
Corporation make any profit out of it, I mean by doing it in that
way?

Mr. WIGGIN. NO. The profit went to the Metpotan on its shares
and to Shermar on its shares, if there had been any.

Senator COUZENS. And Chase Securities Corporation assumed this
obligation but received no profit?

Mr. WIGGIN. They assumed no obligation, except one on which
they were protected.

Senator COUZENS. There is no evidence in that communication of
theirs that they were protected, and it seems rather peculiar that the
officials of Chase Securities Corporation would do all the negotiating
for these other two corporations without a profit.

Mr. WIGGIN. Well, they owned Metpotan, which had a substantial
profit in it, you know.
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Mr. PECORA. NO. Shermar Corporation came in for a loss and.
had no profits, didn't it?

Mr. WIGGIN. No.
Mr. PECORA. AS between the Metpotan and the Shermar Corpo-

ration ?
Mr. WIGGIN. I don't think the Shermar Corporation sold any. I

don't think they got to their option. I t let the Metpotan Corpora-
tion out first, and it never reached the Shermar Corporation.

Mr. PECORA. Here is a situation where the Metpotan Corporation
was a wholly owned concern by Chase Securities Corporation, yet
Chase Securities Corporation enters into negotiations with Dom-
inick & Dominick leading to the granting of an option of 50,000
shares of stock of the Chase National Bank by the Securities Corpo-
ration to Dominick & Dominick, and at a time when the Securities
Corporation officers knew their corporation did not have that stock-

Mr. WIGGIN. They did not have the stock, but they had contracts
for the same amount of stock under option.

Mr. PECORA. Well, they had those contracts with the Metpotan Co.y
which was a wholly owned subsidiary, and with the Shermar Cor-
poration.

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Did the Metpotan Corporation at that time have

50,000 shares of the Chase National Bank stock?
Mr. WIGGIN. NO, sir.
Mr. PECORA. Did it only have 20,000 shares?
Mr. WIGGIN. They had 20,000 shares?
Mr. PECORA. DO you know that to be a fact?
Mr. WIGGIN Yes. I have looked that up.
Mr. PECORA. Were there any agreements in writing prior to the

granting of this option on January 7, 1930, by Chase Securities
Corporation to Dominick & Dominick, which protected, to us your
term, Chase Securities Corporation in granting this option at a time
when it knew it did not have the stock?

Mr. WIGGIN. The Metpotan Corporation wrote a letter to the
Shermar Corporation on January 9. I t was agreed to verbally on
January 7, but confirmed by letter of January 9.

Mr. PECORA. In other words, the writing which gave Chase Secu-
rities Corporation that protection did not come into existence until
2 days after Chase Securities Corporation in writing committed
itself to this option agreement with Dominick & Dominick; is that
right?

Mr. WIGGIN. That is right.
Mr. PECORA. Why didn't Chase Securities Corporation, do you

suppose, have that protection at the time?
Mr. WIGGIN. They had it verbally. They ran no risk. I t was all

agreed to. I t was simply the machinery of getting around to the
writing of the letter, is all.

Mr. PECORA. Was there any writing between the Shermar Corpora-
tion and Chase Securities Corporation, or between Shermar Cor-
poration and the Metpotan Corporation, relating to this option?

Mr. WIGGIN. That is the letter I referred to. That is this letter
which I have here, of January 9.
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Mr. PECORA. TO whom is the letter you have in mind addressed ?
Mr. WIGGIN. To the Shermar Corporation.
Mr. PECORA. I show you what purports to be a photostatic copy of

a letter dated January 9, 1930, addressed to the Shermar Corpora-
tion, and ask you if that is the copy of the letter to which you have
just referred.

Mr. WIGGIN. There is another letter, I guess, Mr. Pecora. This is
not the one.

Mr. PECORA. Well, by whom is it addressed and to whom?
Mr. WIGGIN. I t is a letter from the Metpotan Co. to the Shermar

Co., signed just with an initial.
Mr. PECORA. Well, I haven't a copy of such a letter.
Mr. CONBOY. I t has been furnished to you. I t was identified by

the exhibit no. 75-28. That will probably identify it in your file.
Can't you put your hands on it?

Mr. PECORA. NO, sir.
Mr. CONBOY. Then I will take this one out and give it to you.
Mr. WIGGIN. We will give you this one.
Mr. PECORA. I do not seem to have a copy of that. I have the

others.
Mr. WIGGIN. Here it is.
Mr. PECORA. I offer in evidence the copy of the letter produced by

the witness, dated January 9, 1930, and addressed to the Shermar
Corporation.

The CHAIRMAN. Let it be received and the committee reporter
will make it a part of the record.

(A letter dated January 9, 1930, addressed to the Shermar Cor-
poration, was marked " Committee Exhibit No. 24, October 19,
1933 ", and will be found later on in the record where read by Mr.
Pecora.)

Mr. PECORA. The photostatic copy of letter which has been marked
"Committee Exhibit No. 24, October 19, 1933", reads as follows:

JANUARY 9, 1930.
The SHERMAR CORPORATION,

New York, N.Y.
GENTLEMEN: Dominick and Dominick have formed an account to trade in

Bankers Trust Co. receipts for Chase National Bank and Chase Securities Cor-
poration stock and we have extended to them the right to purchase from us at
any time or from time to time, on or before the close of business April 7th,
1930, all or any part of ,50,000 shares of Chase Stock.

We shall thank you to confirm to us that of the 50,000 shares which they
have a right to purchase, 30,000 shares will be for your account at the following
prices:

10,000 at 170 10,000 at 175 10,000 at 180
Yours very truly,

F.C.

Vice President.
Do you know which particular officer signed this letter?
Mr. WIGGIN. Mr. Callahan.
Mr. PECORA. IS he vice president of the Metpotan Co.?
Mr. WIGGJN. Yes, sir.
Mr. PECORA. I presume that the Shermar Corporation caused a

reply or acknowledgment to be sent to Metpotan Corporation to
this letter of January 9,1930?

Mr. WIGGIN. Yes, sir.Digitized for FRASER 
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Mr. CONBOY. Mr. Pecora, you have a copy of it. I t was identified
BJB exhibit 75-36,

Mr. PECORA. NOW, the option prices referred to in this letter which
has been marked " Committee Exhibit No. 24, October 19, 1933 ",
were, again, the 3 highest unit prices for the 3 blocks of stock,
each for 10,000 shares, referred to ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Did Dominick & Dominick ever exercise their option

for any part of those 30,000 shares?
Mr. WIGGIN. NO, sir.
Mr. PECORA. They never did?
Mr. WIGGIN. NO, sir.
Mr. PECORA. Did they exercise their option to the 20,000 shares out

of those 50,000 shares option?
Mr. WIGGIN. I understand so.
Mr. PECORA. Against the Metpotan Co. ?
Mr. WIGGIN. I understand so.
Mr. PECORA. DO you know why they did not exercise their option

for any part of the 30,000 shares which The Shermar Corporation
agreed to supply ?

Mr. WIGGIN. I do not know why they did not exercise their option.
But the account was terminated on March 7,1930.

Mr. PECORA. I t was terminated a month ahead of time, wasn't it?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Was that because the account was operating at a loss ?
Mr. WIGGIN. I do not know.
Mr. PECORA. Well, you know as a matter of fact that it did operate

at a loss, don't you ?
Mr. WIGGIN. I do not know, but I will find out.
Mr. PECORA. All right.
Mr. WIGGIN. I will present a letter, Mr. Pecora, from Dominick

& Dominick to Chase Securities Corporation handing them a check
for the net profit of their participation in the account.

Mr. PECORA. A profit?
Mr. WIGGIN. Yes, sir.
Mr. PECOR^. I should like to see it.
Mr. WIGGIN. Here it is.
Mr. PECORA. Have you got the statement that according to this

letter you have shown me, accompanied the letter?
Mr. WIGGIN. I think so.
Mr. PECORA. I should like to see it.
Mr. HARGREAVES. Mr. Pecora, might I see that letter and see what

statement it refers to?
Mr. PECORA. Certainly. Here it is.
Mr. WIGGIN. NOW, here is that statement.
Mr. PECORA. Did the Metpotan Corporation furnish to Dominick

& Dominick under this option arrangement that has been put in evi-
dence, all the 20,000 shares that it had agreed to furnish to Chase
Securities Corporation to enable it to live up to its option agreement?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And those 20,000 shares under the option arrange-

ment were turned over to the account managers at the following
prices, were they not: 7,500 shares at $155 a share, 7,500 shares at
$160 a share, 5,000 shares at $165 a share?
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Mr. WIGGIN. That is right; yes, sir.
Mr. PECORA. Did the Metpotan Company sustain a loss on those

transactions ?
Mr. WIGGIN. I will find out. I do not know (after conferring

with associate). We cannot tell from our accounts here, the figures
we have here whether there was a profit or not on that stock, be-
cause we have not the average prices, but on the Government basis
of income tax return, of first purchase against first sale, it would
have shown a loss of about $35,000.

Mr. PECORA. A loss of $35,362.38?
Mr. WIGGIN. That is approximately correct.
The CHAIRMAN. A loss to whom? To Chase?
Mr. WIGGIN. The Metpotan Corporation. Mr. Pecora, I am re-

minded that against that loss they had received a distribution of
profits which would have offset that.

Mr. PECORA. Of how much?
Mr. CONBOY. You have it there.
Mr. PECORA. This check of $25,789.85 went to the Chase Securities

Corporation, did it not?
Mr. WIGGIN. I t was turned over to Metpotan.
Mr. PECORA. By the Chase Securities ?
Mr. WIGGIN. Yes.
Mr. PECORA. The letter that you have produced here, with the

accompanying statement referred to in the letter, is dated March 7,
1930, and is addressed bv Dominick & Dominick to the Chase Secu-
rities Corporation. Eeierring to this trading,account, it says as
follows:

DEAB SIRS : We, as managers, have terminated the above account as of the
close of business today, and the unexercised balance of the options ceded us
on behalf of the account have been canceled. We inclose herewith our check
to your order for $4,461.34, representing the net profit on your participation
and the selling commission on your total confirmed sales of stock, the details
of which amount are shown on the accompanying statement. Please acknowl-
edge receipt of this check in full in final settlement of your interest.

That is signed by Dominick & Dominick. But the statement ac-
companying this letter which you have produced shows a profit to the
Chase Securities Corporation on 3,300-share participation at the rate
of $5.14 plus per share, amounting to $16,989.85, and selling commis-
sion at the rate of $2 per share on 4,400 shares, or $8,800, making a
total of $25,789.85. What was the amount of the check that was
received inclosed in this letter of March 7, 1930, from Dominick &
Dominick ? The letter says $4,461.34. The accompanying statement
says $25,789.85.

Mr. CONBOY. IS there a correction of the amount in the letter
itself?

Mr. PECORA. There is a lead pencil statement there. I do not know
that that is a part of the original letter.

Mr. CONBOY. I t is apparently a correction to conform to the memo-
randum that accompanied it. Does the change conform to the
memorandum ?

Mr. PECORA. The change in lead pencil on the letter conforms to
the amount set forth in the statement which accompanied the letter.

Mr. CONBOY. I t is the indicated amount there in pencil, as shown
by the statement.
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Mr. PECORA. I was just wondering whether the lead pencil amount
is to be adopted as the correct amount, in preference to the type-
written amount.

Mr. CONBOY. I t is the amount that is in that statement; and the
original amount in that letter is apparently an error which was cor-
rected. You can probably check that against such records as you
have from Dominick & Dominick. I assume you have them.

The CHAIRMAN. Were the lead pencil marks made by Dominick &
Dominick?

Mr. CONBOY. I beg your pardon, sir ?
The CHAIRMAN. Were the lead pencil changes made by Dominick

& Dominick?
Mr. CONBOY. I could not tell you that. Would you care to hear

what Mr. Hargreaves has to say about it? He is treasurer of the
corporation.

Mr. PECORA. I would be very glad to hear his statement.
Mr. HARGREAVES. One of our men, in receiving the check, called

the attention of Dominick &j Dominick to the apparent error in the
letter, and they asked us to change it in pencil at the time the check
was received.

Mr. PECORA. Then the check was for the larger amount.
Mr. HARGREAVES. $25,789.85.
Mr. CONBOY. The check conformed to the statement which accom-

panied the letter.
Mr. HARGREAVES. That is correct.
Mr. PECORA. DO you know why none of the 30,000 shares that the

Shermar Corporation agreed to furnish either to the Metpotan Co.
or the Chase Securities Corporation in order to enable the latter
corporation to live up to its obligation under the option agreement
for 50,000 shares, were ever drawn down?

Mr. WIGGIN. No, I do not; and I do not know why they terminated
the account.

Mr. PECORA. Was it because the market showed a steadily down-
ward trend at that time ?

Mr. WIGGIN. I do not know why they canceled the option. I am
very sorry they did. I would have been glad if they had not.

Mr. CONBOY. Did the market show) a constantly downward trend?
Mr. PECORA. I do not know.
Mr. CONBOY. Your question would imply it did.
Mr. PECORA. I am asking if it was because of any such reason. I

do not know that it was.
Mr. WIGGIN. I do not know.
Senator COUZENS. Have you any record of what happened to the

market after the cancelation of the option?
Mr. WIGGIN. We can get that.
The CHAIRMAN. I understood you a moment ago to say there was

a loss of $35,000 odd.
Mr. PECORA. A loss to the Metpotan Co. of $35,000 odd.
Mr. WIGGIN. I think that profit in Chase went to the Metpotan Co.
Senator COUZENS. SO that reduced Metpotan's loss to about $10,000.
Mr. WIGGIN. Yes. You understand that loss—we have not figured

it on average cost of the stock. I t is only a loss based upon income-
tax return of first sale against first purchase.
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Mr. PECORA. Which is a fair rule, is it not, for estimating those
things ?•

Mr. WIGGIN. I t may be a fair rule for the income tax, but it is not
good bookkeeping for an account.

Mr. PECORA. What would be a better way of reckoning it?
Mr. WIGGIN. I do not want to be a theorist here, but suppose you

buy stock, and you buy it at various prices running over a period of
time; What does that stock cost you ? I t costs you the average, does
it not?

Mr. PECORA. That is one way of putting it.
Mr. WIGGIN. There is no other way. That is what it has cost, is

it not? If you add it all up, that is what it has cost. The price
per share is the average. They must have some rule on the income
tax, and they have adopted this rule of first sale against first pur-
chase, unless certificates are identified. That is my understanding.
But you would not take the first purchase as the cost of the stock
if it averaged a good deal less than that, or if it averaged more.
You would have to take it at the average.

Mr. PECORA. I t would be all right to take the average if all the
stock had subsequently been sold at various prices.

Mr. WIGGIN. Whether it has been sold or not, I do not think enters
into it, Mr. Pecora. The cost of that stock is the total dollars it
cost you, is it not?

Mr. PECORA. Yes; but where you do not sell that total of the
stock, but only part of it, is not the more equitable rule to appor-
tion the sales as against the first stock received or purchased?

Mr. WIGGIN. I appreciate that the income tax must have some
method of determining it, but first purchase is not the cost of the
stock. I t is just the cost of those particular shares.

Senator COUZENS. What would you suggest as a rule, if it was not
all sold?

Mr. WIGGIN. For income-tax purposes?
Senator COTTZENS. Yes.
Mr. WIGGIN. I do not suggest any change for income-tax purposes.

My only point is that for our own bookkeeping, for our own reckon-
ing of profits, we must take the average cost. I am not speaking of
the income tax.

The CHAIRMAN. The committee will stand adjourned until 10
o'clock tomorrow.

(Whereupon, at 4:30 p.m., Thursday, October 19, 1933, the sub-
committee adjourned until 10 o'clock the following morning.)
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