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House of Representatives, Feb. 15, 1836

Ordered, That Messrs. Sargent, of Boston,
Clarke, of Roxbury, and
Stoddard, of Northampton,

be a Committee, to consider the expediency of introducing
a bill, for regulating by law contracts for the future sale
and delivery of the Stock of Corporate Companies, when
the party contracting to sell and transfer the same is not,
at the time of making the contract, the owner or assignee
thereof, or the legally authorized agent of the owner or
assignee.

L. S. CUSHING. Clerk.

Commontocaltfj of iFlasssadjusctts.





The Committee appointed to consider the expediency of
regulating by law, the sale and transfer of the stock of
Corporate Companies, have attended to the duty as-
signed them, and ask leave to

In examining the public sales of Stock during the past
year, the Committee have found the most sudden and ex-
treme fluctuations in the nominal value of shares, in many
companies chartered by the Legislature of this Common-
wealth ; fluctuations which have a tendency to prejudice
the public mind against the system of incorporating pro-
perty, and to impair the value of this description of stock,
for purposes of investment or security. These fluctua-
tions appear to be in a great measure unconnected with
the real value of the stock, or the state of the money
market; and are obviously the result of combinations or
conspiracies, among brokers, capitalists and adventurers.
By these combinations, individuals are enabled to operate
with great effect upon the market; and, by a variety of un-
apparent agencies, to elevate or depress many descriptions
of stock, at their pleasure. In a series of successive pan-
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ics and excitements, brought about by the skilful legerde-
main of the Exchange, the initiated are thus enabled to
accumulate wealth by enterprize unproductive to society,
and often by the exercise of an unscrupulous ingenuity,
not to say unjustifiable fraud.

The Committee do not desire that the general opera-
tions of the Stock Exchange should be made the subject
of legislative action ; and they would consider it in the
last degree inexpedient to venture upon any interference
with legitimate mercantile transactions. But they are of
opinion that many serious abuses, and many inducements
and opportunities of fraud exist in the present mode of
selling and transferring stock; and that for these evils a
prompt and effectual remedy is demanded by public opin-
ion.

The first evil which the Committee propose to remedy,
is one of recent origin in this Commonwealth ; or one
that has certainly become more obvious and alarming with-
in a very short period. This is the application for corpo-
rate privileges, by individuals having no acquaintance with
the business for whose prosecution they request a charter,
and no intention of honestly pursuing it; but solely for
the purpose of issuing scrip, with little or no actual value,
and availing themselves of the tricks and intrigues of the
Exchange, to dispose of it at a profitable advance. Charters
are consequently sought, for chimerical and unproductive
projects ; from the reliance of applicants on the facil-
ities of successful speculation in the scrip, instead of the
efficient pursuit of the business, for which they obtain the
privileges of a corporation.

The Committee are of opinion tiiat this abuse may be
in a great degree checked, by requiring the payment of
fifty per cent, of the capital stock of any company by the
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original subscribers; before any legal sale or transfer of
shares can be effected. Individuals will thus be deterred
from engaging so readily in schemes of mere scrip specu-
lation, when they are compelled to hazard any considera-
ble amount of actual property.

Another obvious evil against which it is desirable to
provide by statute, is the sale of stock upon time; a kind
of transaction by which, any one, not holding a single
share, is enabled to contract for the delivery of any num-
ber of shares of a certain stock, at a fixed price, on a fu-
ture day. This is essentially a wager between the par-
ties, that a certain stock will be at a greater or less price,
at a period more or less remote. It is of course a mere
gambling transaction, and so prohibited by our common
law. The facility which it affords for the most extrava-
gant, perilous, and fraudulent speculation, seems to make
it the proper object of some special statute provision.

In one point of view, this transaction appears to the
Committee more dangerous and injurious to society than any
description of gambling especially prohibited by statute.
Games of chance are usually ventured on the actual or
apparent property of the parties interested. But in the
case in question, the parties are not the only sufferers. If
it were so, perhaps they might not unwisely be left to
their own protection. By these sales upon time, all the
stock-holders suffer; if they are unacquainted with the
management and mysteries of the brokers’ board, and un-
aware of the agencies which produce the fluctuations in
the market value of their property. Their stock is ren-
dered insecure, unstable, and they can neither know nor
approximate to its actual and intrinsic value ; not certain-
ly from any fault or mismanagement on their own part,
or any real depreciation, but because it is made the inter-
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est of adventurers, who have chosen it for the object of
their operations, to depress their property in the market.

The Committee have refrained from going at length
into this subject, from an impression that the evils sug-
gested are so obvious, and the remedies proposed by the
bill so simple and so necessary, that but little argument
would be requisite to recommend them to the considera-
tion of the Legislature. They ask leave to report the
annexed bill.

J. O. SARGENT, Chairman.

Order of the Committee



AN ACT

Relating to Contracts for the Sale of Stocks.

1 Sec. 1. Be it enacted by the Senate and House of
2 Representatives in General Court assembled , and by the
3 authority ofthe same

, That all contracts, written or oral,
4 for the sale or transfer of any certificate, or other evi-
-5 dence of debt due by or from the United States, or
6 any separate State, or of any stocks, or of any share
7 or interest in the stock of any bank, or of any com-
-8 pany, city or village, incorporated under any law of
9 the United States, or of any individual State, shall be

10 absolutely void, unless one half, at least, of the capital
11 stock of any such corporation, shall have been, in good
12 faith, paid in; and unless the party or parties contract-
-13 ing to sell or transfer the same, shall, at the time of
14 making such contract, be the owner or assignee there-
-16 of, or shall be duly authorized by some person who is
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In the Year of our Lord One Thousand Eight Hundred
and Thirty-Six.
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16 the owner or assignee, or by the legally authorised
17 agent of such owner or assignee, to sell or transfer the
18 said certificate or other evidence of debt, share or
19 interest, so contracted for, and be in the actual pos-

-20 session of the certificate or other evidence of such
21 debt, share or interest.

1 Sec. 2. Be it further enacted, That the legal
2 representatives of any person deceased, and that the
3 assignees or creditors of any person, who shall pay or
4 deliver any money, goods, or thing in action, by way
5 of premium or difference, in pursuance of any contract
6 declared void by the provisions of this act, and shall
7 afterwards become insolvent, may sue for and recover
8 such money, goods, or other thing in action, or the
9 value thereof, of and from the party receiving the same

10 or of his personal representatives.


