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NASD Creates Two New Exams—
Equity Trading And Government
Securities

The NASD® Board of Governors has
goproved the creation of two new
qualification exams for securities
industry personnel. The new exams,
onefor Equity Securities Traders and
the other for Government Securities
Representatives, join an existing bat-
tery of teststhat NASD Regulation,
Inc. (NASD Regulation™) adminis-
tersto qualify registered representa
tives to conduct securities business.

Oncethe exam is gpproved by the
Securities and Exchange Commission
(SEC), every individua who func-
tions as an Equity Trader, as defined
in the proposed rule, must take and
passthe new Limited Representa-
tive—Equity Trader Examination
(Series 55). The new exam will

assure that traders have more consis-
tent understanding of securitiesindus-
try rules and practices, especialy in
light of the rapid regulatory and struc-
tural changesin the marketplace.

The Series 55 exam is not designed
as a stand-alone examination. Indi-
viduals requesting registration as an
Equity Trader also will berequired to
satisfy the prerequisite of either the
General Securities Representative
Examination (Series 7) or the Limit-
ed Representative—Corporate Secu-
rities Examination (Series 62). If an
individual is currently regstered, or
iseligibleto be registered, as a Gen-
eral Securities or Corporate Securi-
ties Representative, he or sheisnot
not required to pass either the Series
7 or Series 62 a second time. After
the SEC approves the Series 55
Exam, those who currently function
as traders will be granted a two-year
period in which to pass the exam,
with aminimum of a 30-day waiting
period between attempts. New
traders must satisfy the qualification
regquirement before functioning as an
Equity Trader and will be subject to
the standard waiting periods of 30
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days between atempts for thefirst
three attempts and 180 days theresfter.

Candidates for the Series 55 exam
will be given three hours to complete
the 90-question examination. The
exam has four sections covering a
variety of topics.

Section1 The Nasdag® Market and
Market Maker Activities
(40 questions)

Section 2 Automated Execution

and Trading Systems

(10 questions)

Section 3 Trade Reporting Require-
ments (13 questions)

Section 4 Securities Industry Regu-

lations (27 questions)

The proposed new examination for
Government Securities Representa-
tives, the Series 72 exam, was devel-
oped following Congressiona
approval of the Government Securi-
ties Act Amendments of 1993. Previ-
oudy the NASD lacked the authority
to require a qualification examination
of representatives engaged solely in
the solicitation and sale of govern-
ment securities.

The proposed rule allowsindividuas
who have been registered as a Gov-
ernment Securities Representative for
more than two years from the effec-
tive date of the examination to be
grandfathered. Those who do not
qualify for grandfathering will be
required to passthe Limited Repre-
sentative—Government Securities
Examination (Series 72) or the Gen-
era Securities Representative Exami-
nation (Series 7). All examination
candidates are subject to the standard
waiting periods of 30 daysfor the
first three attempts and 180 days
theresfter.

Candidates for the Government
Securities Examination will have
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three hours to answer 100 questions.
The exam has six sections covering a
variety of topics.

Section 1 Government Securities
(25 questions)
Section 2 Mortgage Backed
Securities (25 questions)
Section 3 Other Related Securities
and Financia Instru-
ments (9 questions)
Section 4 Economic Activity,
Government Folicy, and
the Behavior of Interest
Rates (16 questions)
Section 5 Lega Considerations
(20 questions)
Section 6 Customer Considerations
(15 questions)

The new exams will significantly
upgrade the qualifications standards
necessary for registered representa
tiveswho focuson salesor trading in
these areas.

Questions regarding the Limited Rep-
resentative—Equity Trader Examina-
tion can be directed to David Franding,
Qudifications & Exams, NASD
Regulation, at (301) 208-2787 and
questions regarding the Limited
Representative—Government Securi-
ties can be directed to Peter Murray,
Qudifications & Exams, NASD
Regulation, at (301) 208-2789.

The Series 55 exam wasfiled with
the SEC on March 25, 1997, and the
Series 72 exam was filed on April 8,
1997. It is expected that the SEC will
publish these rule filings for industry
comment in the very near future.
After the SEC comment period has
ended and the rules gpproved, the
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NASD will announce the effective
date of each examination. At that
time, application for the exams can
be made through the usua applica-
tion procedures on Form U-4.

Disciplinary Action Corrections
The following corrections are from
the April 1997 Noticesto Members
Disciplinary Actions section.

 Page 172—Joseph Francis Chegter,
Jr., should have been named, not
John F. Chester, Jr.

» Page 175—National Investor
Services Corporation was
incorrectly included in the Firms
Suspended section.
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