DEPARTMENT OF TRADE AND INDUSTRY

Room11.01 Ashdown House 123 Victoria Street SW1E 6RB
Telex 8813148
Telegrams  Advantage London SW1
Telephone Direct Line 01-212 3301
Switchboard 01-212 7676

Secretary of State for Trade & Industry
- July 1983
Michael Scholar Esqg [7 ,) (‘,.L;,H (= - /-cu} d'“
the

Private Secretary to — ¥
Prime Minister LL-?*"'"V”A

10 Downing Street

London SW1

EXCHANGE CASE

—J
=
-

=%
=

f the statement that my Secretary of State
It reflects the Attorney-General's

to secure the first adjournment,
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My Secr v of State would have liked to go further in
co**“-llrrm ﬂ he Director General of Fair Trading but the Stock
| i out that if the case goes on comment from
would be prejudicial.

3 Copies go to the Private Secretaries of those attending
tonight's meeting: that is, the Chancellor of the Exchequer, the
Chancellor of the Duchy of Lancaster, the Lord President, the
Lord Privy Seal and the Attorney-General, and to Sir Robert
Armstrong and Mr Peter Gregson at the Cabinet Office.
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With permission, Mr Speaker, I wish to make a statement about the
case brought by the Director General of Fair Trading against the

Stock Exchange in the Restrictive Practices Court.
£

Ministers have for some time been concerned that the Court

proceedings under the Restrictive Trade Practices Act may not be

the ideal way to pursue the mattersraised by the Director
General. While these proceedings are pending, it is difficult
for the Stock Exchange to make char to enable its members to
compete for business worldwide. is also a danger that the
legal proceedings within the mework of the Act may damage the
—

effective operation of the Stock Exchange, which remains

essential to the working of our economy.

Accordingly, the Government 1d wish to see the matter settled

out of the Court, if the Stock Exchange is able to make
e

acceptable changes.

I decided to discuss the matter with the Director General and

thereafter with the Chairman of the Stock Exchange.

I explained that the Government had concluded that in order to
safeguard the position of investors the separation of the

functions of brokers and jobbers should be preserved at least for

the time being in its present form. Somewhat similarly,
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Parliament had insisted on separating brokers and underwri ters at
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The Stock Exchange's rules which prescribe the separation of
capacity may have to be included in statutory provisions under EC
Directives. I case I intend to make Regulations under the

European Communities Act.

I said that I should ( I Stock Exchange to make

changes on points of 1 n ! director General.

Following discussions with his Council, the Chairman of the Stock

Exchange has made the following proposals to me:
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The Council will take ion y dismant stages and with

unreasonable delay all ti ] hich prescrib™e minimum scales
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of commission, completing this by December 1986.

The Council will in yd u rule -0 permit non-members to se
as non-executive dir ,Ors imited corporate members of the

Stock Exchange, ovided th ther 18 1 > a majority of

directors who

mem

mber

Exchange, their number and the

agreed with the Bank of Eng
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Second, establish a new appeal body,/ independent of Stock
Exchange members of the Council. If the Council were to re ject
an applicant for membership who fulfilled the requirements of the
rules, the appeal body could review the decision and over-rule
it. Lay members of the Council would be eligible for membership
of both these bodies, but not Stock Exchange members of the

Council.

Third, introduce people who are not Stock Exchange members

Council to the Stock Exchange's existing Appeals Committee on
disciplinary matters so that they will constitute at least a
majority on the Committee. Lay members of the Council would be

eligible to serve on this Committee.

I believe that these changes are to be welcomed, and would enable

the Stock Exchange to continue to adapt in an evolutionary manner

to changing circumstances while maintaining proper regard to the

needs and protection of investors.
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If the Membership apprdves the necessary changes to the Stock
i
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proceed by

Order under the In those circumstan I would seek

ons and thereafter, i were satisfied,
s soon as possible after the summer

recess an Order amending Ehe Restrictive Trade \Practices
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(Services) Order 1976 to mpt the Stock nxcna%ge from the Act,

and enabling the proceedings to be discontinued.

Such an Order would be su
House will accordingly ha

in the autumn.




Stock Exchange and myself should be made

as soon as possible.

make arrangements for the Department of Trade and

and the Bank of England to monitor the implementation of
R

these measuresawith the continuing broad objective of sustaining

Stock Exchangi)

central market

1is opportunity to e to the House my
work done ‘by the Director General and

made an
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With the Compliments
of the

Chancellor of the Exchequer’s

Private Secretary

Treasury Chambers,
Parliament Street,
SW.i
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With permission, Mr Speaker, I wish to make a statement about the

case brought by the Director General of Fair Trading against the

Stock Exchange in the Restrictive Practices Court.

Ministers have for some time been concerned that the Court
proceedings under the Restrictive Trade Practices Act may not be
the ideal way to pursue the matte: ised by the Director
General. While these proceedings a nding, it is difficult
for the Stock Exchange to make changes enable its members to
compete for business worldwide. There is also a danger that the
legal proceedings within the framework of the Act may damage the

effective operation the Stock Exchange, which remains

essential to the working of our economy.

Accordingly, the Government wou wish to see the matter settled
out of the Court, if th ,ock 131N is able to make

acceptable changes.

I decided to discuss the matter ith the Director General and

thereafter with the Chairman of tlI tock Exchange.

concluded that in order to
the separation of the

jobbers should be preserved at least
orm. Somewhat similarly,
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The Stock Exchange's rules which prescribe the separation of
capacity may have be included in statutory provisions under EC
Directives. n that case I intend to make Regulations under the

European muniti Act.

I said that uld also expect the Stock Exchange to make

changes on points concern to the Director General.

Following discussions with his Council, the Chairman of the Stock

Exchange has made the following proposals to me:

The Council will | ion to dismantle by stages and with no
unreasonable delay all - which prescrib e minimum scales

of commission, completing this by 31 December 1986.

separation

The Council wi introdu ] to mit non-members to serve
as non-executiv
Stock Exchange,

directors who

nd to the members of the Stock Exchange

First, introduce lay members to the Council of the Stock

Exchange, their number and tl method of their selection to be

agreed with the




Second, establish a new appeal body, independent of Stock
Exchange members of the Council. If the Council were to re ject
an applicant for membership who fulfilled the requirements of the

rules, the appeal body could review the decision and over-rule

it. Lay members of the Council would be eligible for membership

of both these bodies, but not Stock Exchange members of the

Council.

Third, introduce people who are not Stock Exchange members
Council to the Stock Exchange's existing Appeals Committee on
disciplinary matters so that they will constitute a

ma jority on the Committee. Lay members of the Council would be

eligible to serve on this Committee.

I believe that these changes are to be welcomed, and would enable
the Stock Exchange to continue to adapt in an evolutionary manner
to changing circumstances while maintaining proper regard to the

needs and protection of investors.

If the Membership approves the necessary changes to
Exchange Deed of Settlement, I have it

Order under the 1976 Act. In those circumstances
and consider representations and thereafter, i
recommend

recess an

(Services)

and enabling the proceedings to be discontinued.

Such an Order would be subject to Affirmative Resolution. The

House will accordingly ha n opportunity debate the matter

in the autumn. B i is ight that the substance of the




discussions bet

known

I should

Industry and tl

these measures

and promoting t

as an efficient

which

I would like
high
£

sta

nis

T alo

important

to honour

nge

Sto nge

ween the Stock Excha and myself should be made

as soon as possible.

able Members

gements for the Department of

e Bank of England to monitor the implementati

with the continuing broad objective of sustaining

he evolution and development of the Stock Exchange

competitive and suitably regulated central market

}J’

invest

(

this opportunity to express to the House my

the work done by the Directonr General and

iration of the case, which has made an

a

to the present proposals







