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FO R YO U R
IN F O R M AT I O N

NASD Creates Two New Exams—
Equity Trading And Gov e r n m e n t
S e c u r i t i e s
The NA S D® B o a rd of Gove rn o rs has
ap p roved the cre ation of two new
q u a l i fic ation exams for securi t i e s
i n d u s t ry personnel. The new ex a m s ,
one for Equity Securities Tra d e rs and
the other for Gove rnment Securi t i e s
R ep re s e n t at ives, join an existing bat-
t e ry of tests that NASD Reg u l at i o n ,
I n c. (NASD Reg u l at i o nS M) adminis-
t e rs to qualify regi s t e red rep re s e n t a-
t ives to conduct securities bu s i n e s s .

Once the exam is ap p roved by the
S e c u rities and Exch a n ge Commission
(SEC), eve ry individual who func-
tions as an Equity Tra d e r, as defin e d
in the proposed ru l e, must take and
pass the new Limited Rep re s e n t a-
t ive—Equity Trader Examinat i o n
( S e ries 55). The new exam will
a s s u re that tra d e rs have more consis-
tent understanding of securities indus-
t ry rules and practices, especially in
light of the rapid reg u l at o ry and stru c-
t u ral ch a n ges in the marke t p l a c e.

The Series 55 exam is not designed
as a stand-alone ex a m i n ation. Indi-
viduals requesting regi s t ration as an
Equity Trader also will be re q u i red to
s atisfy the pre requisite of either the
G e n e ral Securities Rep re s e n t at ive
E x a m i n ation (Series 7) or the Limit-
ed Rep re s e n t at ive — C o rp o rate Secu-
rities Examination (Series 62). If an
i n d ividual is curre n t ly regi s t e re d, or
is eligi ble to be regi s t e re d, as a Gen-
e ral Securities or Corp o rate Securi-
ties Rep re s e n t at ive, he or she is not
not re q u i red to pass either the Seri e s
7 or Series 62 a second time. After
the SEC ap p roves the Series 55
Exam, those who curre n t ly function
as tra d e rs will be granted a two - ye a r
p e riod in wh i ch to pass the ex a m ,
with a minimum of a 30-day wa i t i n g
p e riod between attempts. New
t ra d e rs must satisfy the qualific at i o n
re q u i rement befo re functioning as an
Equity Trader and will be subject to
the standard waiting periods of 30

d ays between attempts for the firs t
t h ree attempts and 180 days there a f t e r.

C a n d i d ates for the Series 55 ex a m
will be given three hours to complete
the 90-question ex a m i n ation. Th e
exam has four sections cove ring a
va riety of topics.

Section 1 The Nasdaq® M a rket and
M a rket Maker Activ i t i e s
(40 questions)

Section 2 Au t o m ated Exe c u t i o n
and Trading Systems 
(10 questions)

Section 3 Trade Rep o rting Require-
ments (13 questions)

Section 4 S e c u rities Industry Reg u-
l ations (27 questions)

The proposed new ex a m i n ation fo r
G ove rnment Securities Rep re s e n t a-
t ives, the Series 72 exam, was deve l-
oped fo l l owing Congre s s i o n a l
ap p roval of the Gove rnment Securi-
ties Act Amendments of 1993. Prev i-
o u s ly the NASD lacked the authori t y
to re q u i re a qualific ation ex a m i n at i o n
of rep re s e n t at ives engaged solely in
the solicitation and sale of gove rn-
ment securi t i e s .

The proposed rule allows indiv i d u a l s
who have been regi s t e red as a Gov-
e rnment Securities Rep re s e n t at ive fo r
m o re than two ye a rs from the effe c-
t ive date of the ex a m i n ation to be
gra n d fat h e re d. Those who do not
qualify for gra n d fat h e ring will be
re q u i red to pass the Limited Rep re-
s e n t at ive — G ove rnment Securi t i e s
E x a m i n ation (Series 72) or the Gen-
e ral Securities Rep re s e n t at ive Exami-
n ation (Series 7). All ex a m i n at i o n
c a n d i d ates are subject to the standard
waiting periods of 30 days for the
first three attempts and 180 day s
t h e re a f t e r.

C a n d i d ates for the Gove rn m e n t
S e c u rities Examination will have
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t h ree hours to answer 100 questions.
The exam has six sections cove ring a
va riety of topics.

Section 1 G ove rnment Securi t i e s
(25 questions)

Section 2 M o rt gage Backed 
S e c u rities (25 questions)

Section 3 Other Related Securi t i e s
and Financial Instru-
ments (9 questions)

Section 4 Economic Activ i t y, 
G ove rnment Po l i cy, and
the Behavior of Intere s t
R ates (16 questions)

Section 5 L egal Considerations 
(10 questions)

Section 6 Customer Considerat i o n s
(15 questions)

The new exams will signific a n t ly
u p grade the qualific ations standard s
n e c e s s a ry for regi s t e red rep re s e n t a-
t ives who focus on sales or trading in
these areas. 

Questions rega rding the Limited Rep-
re s e n t at ive—Equity Trader Examina-
tion can be directed to David Fra n d i n a ,
Q u a l i fic ations & Exams, NASD 
R eg u l ation, at (301) 208-2787 and
questions rega rding the Limited 
R ep re s e n t at ive — G ove rnment Securi-
ties can be directed to Peter Murray,
Q u a l i fic ations & Exams, NASD 
R eg u l ation, at (301) 208-2789.

The Series 55 exam was filed with
the SEC on March 25, 1997, and the
S e ries 72 exam was filed on Ap ril 8,
1997. It is expected that the SEC will
p u blish these rule filings for industry
comment in the ve ry near future.
After the SEC comment period has
ended and the rules ap p rove d, the

NASD will announce the effe c t ive
d ate of each ex a m i n ation. At that
t i m e, ap p l i c ation for the exams can
be made through the usual ap p l i c a-
tion pro c e d u res on Fo rm U-4.

D i s c i p l i n a ry Action Corrections
The fo l l owing corrections are fro m
the Ap ril 1997 Notices to Members
D i s c i p l i n a ry Actions section.

• Page 172—Jo s eph Francis Chester,
J r., should have been named, n o t
John F. Chester, Jr.

• Page 175—National Investor 
S e rvices Corp o ration was 
i n c o rre c t ly included in the Fi rm s
Suspended section.
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