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The foregoing characteristics of
securities give a distinctive coloration to
the regulation of transactions in securities,
in contrast to the regulation of transactions
in goods or commodities. Most goods are
produced, distributed, and used or consumed.
Governmental regulation of goods generally
focuses on protecting the ultimate consumer
against dangerous articles, misleading
advertising, and unfair or non—competitive
pricing practices. Securities are different.

The first difference is that securities are
created rather than produced. Securities can
be issued in unlimited amounts and virtually
without any costs since securities are noting
in themselves but rather represent only an
interest in something else. Therefore, an
important focus of securities regulation is
assuring that when securities are created and
offered to the public, investors have an
accurate idea of what that “something else”
is and how much of an interest in that

“something else” the security in question
represents.

The second difference is that unlike goods,
securities are not used or consumed by their
Securities become a kind of

purchasers.

currency, traded in  the so—called

“secondary markets” at fluctuating prices.
These

“secondary” transactions far

outweigh, in number and volume, the offerings

of newly created securities (frequently
referred to as initial public offerings or
1POs), A second important focus of securities
regulation, therefore, is to ensure that
there is a continuous flow of information
about the corporation or other entity that is
represented by the securities being actively
traded in the secondary markets

The third difference between securities
and goods involves the intangible and complex
nature of securities. Since the complexity of
securities invites unscrupulous people to
attempt to cheat or mislead investors and
traders, the securities laws contain
provisions prohibiting a wide variety of
manipulative, or deceptive

These

fraudulent,

practices. provisions have been
applied to a wide range of activities,
including trading on inside information,
misleading corporate publicity, and improper
dealings by corporate management.

Fourth, and finally, since a large industry
has grown up to buy and sell securities for
investors and traders, securities regulation
is concerned with the regulation of people
and firms engaged in the business, in order
to assure that they do not take advantage of
their superior experience and access to

overreach their nonprofessional customers.
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