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Valerie V. Braybrooke
96-01670

Name of Respondents

Kidder, Peabody & Co., Incorporated
Stephen E. Brady

CASE SUMMARY

[n a case filed with the National Association of Securities Dealers Regulation, Inc. on April 17, 1996,
claimant Valerie V. Braybrooke ("claimant™), who appeared Pro Se, alleged that respondents Stephen E.
Brady ("Brady") and Kidder, Peabody & Co., Incorporated ("Kidder") gave her inappropriate advice and
withheld information that seriously jeopardized a substantial portion of her portfotio. Claimant further
alleged that when she met with Brady she explained that her investment goals were to protect principal
while harvesting the dividends and interest to augment her Veterans' benefits income, Claimant also
alleged that she was a novice investor, who was convinced that Brady understood her situation and that

he could be trusted in shaping up her portfolio.

Claimant asserted that in September 1994, Brady advised her that the bond market was bad, that vields
have deteriorated and that she should promptly sell her KP Gov’t Inc Fund that comprised 23% of her
portfolio. Claimant further asserted that with the proceed Brady convinced her to purchase Virginia State
municipal bonds ("VSM"), without explaining the downside of this purchase. Claimant also asserted that
Brady told her that the purchase of VSM would be made in 5,000 lot increments. Claimant contended
that a2 week later, she looked at her account statement and noticed that VSM had been bought in one
$40,000.00 chunk, not in increments. Claimant further contended that VSM was purchased on September
28 at 98.09 and on September 30 was valued at 94.472 for a two day plunge of 3.618 points.

Claimant also asserted that from mid-October 1994 she was out of the state and came back to a message
requesting that she called Mr. Brady. Claimant alleged that when she called she was informed that Brady
had left Kidder when it was sold. Claimant further alleged that with no broker to deal with it took a
great deal of time to discover what had happened with her last purchase and what course of action she
should take. Claimant also alleged that she cit=d additional facts outside of Kidder and learned that VSM
bond was a 25-year bond which is toc long-term for someone of her age; the VSM 6.15% interest rate
was too low at the time when interest rates were rising and also when interest rate were higher in other
securities. Claimant asserted that she spoxe with Kidder’s branch manager Doug Black {"Black") who
chs.'=nged her docility in taking Brady's advice which he described as a reasonable recommendation.
Clai:nant further asserted that black condemned her for waiting 60 days to complain and cited that 7 days
would have been a reasonable reaction time.
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Respondents through their representative and in-house counsel Pamela G. Armstrong maintained that
claimani is 4 knowledgeable, experienced and attentive investor, who was given a very good and suitable
recommendaticn by her broker for eight years, Respondents further maintained that claimants neglects
tu menticn that she received over $24,600.00 in interest during the time she owned KP Government
Fund, well exceeding the $4,500.00 loss that she claims to have suffered from the sale of the security.
Respondents also maintained that Brady advised claimant to sell the fund not because of falling prices,
but because the fixed income markets were experiencing unusual volatility and he felt that the fund had
been underperforming compared to comparable funds. Respondents contended that Brady felt thar
claimant could have achieved the same or better yield with less risk of volatility than the fund.
Respondents further contended that Brady recommended VSM which was rated AA by both S&P and
Moody’s, paying just over six percent Federal tax-free interest compared to the KP Government fund
interest that was taxable.

Respondents also contended that Brady carefully explained the bonds to claimant, including yield,
maturity, and tax-free status, and claimant agreed to purchase them. Respondents maintained that the
plan was to hold these bonds as a long term investment and reap the income. Respondents further
maintained that the bonds were not supposed to be bought in $5,000.00 increments, because if they were
bought in $5.,000 lots, they would have been likely to have cost the client more maoney, and no
responsible broker would have recommended such a purchase plan under the circumstances.

Respendents also maintained that upon Brady’s departure, claimant’s accounts were assigned to Michael
Massie ("Massie”). Respondents contended when claimant was not satisfied with Massie’s answers she
spoke with Black. Respondents turther contended that Black explained to claimant why VSM was
reasanable, and because claimant was 50 agitated he gave her a good will credit of half the commission
earned by Brady back into her account. Respondents also contended that claimant on her own and not
at the recommendation from them, sold VSM and took a tax loss for 1994, Respondent maintained that
had claimant hetd the bond for a couple of months longer she would have seen the price fully recover.

RELIEF REQUESTED

Claimant Valerie V. Braybrooke requested $4,611.00 from Stephen Brady for the loss taken on the
Virginia State municipal bonds and $4,508 .00 from Kidder, Peabody & Co.

Respondents Kidder, Peabody & Co., and Stephen Brady reguested that the claiins of be dismissed in
their entirety with all cost being assessed against claimant,

AWARD

Pursuant to Section 10302 of the Code of Arbitration Procedure, a single Public Arbitrator, Sharon
Nelson, was selected to review the matter in controversy between the parties set fx¢h in submission to
Arbitration signed by claimant Valerie V. Braybrooke on April 12, 1996, and by respondents Kidder,
Peabady & Co. on July 8, 1996 and Stephen Brady on June 7. 1996,
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And, the Arbiteaior, bave consdered e proot of the partics hias desided and determines in mbiand finyg

resolurion of the lssges Tof doprnination a8 mHowy

L The claims of claimant Vaberie V. Brovbroote aganst respondanis Kuddar, Pezbedy &
Co.apd Stephen Brady are dismissed b thelr znusety

2. A1 cther relief requests are ceniead,

3. The $:50.00 filing fee grovicusiy deprsited with the Natonal Assechatiag

of Securicies Dealers Regllation, Inc. oy clarmant shall no reraired by
2 NASD Regulwivn, inc. Respondents Kidder Peabady and Srephe
Brady be und hereby are oty and severaily Nable and shall pay
claimant the sum of $75.00 25 reimbursement for one hat of 1he (tking
fieie,

AFEIRMATION

I. Sharon T. Nelson. g0 fiereby atfire upon iy cath as arpitrator tan | am the indivigual deseribed in

and e o eacoured thix instrudtend winck By My oath and v,

S o T K b

Sharan T, Nelson, Bag.

Dure of Decision; December 6, 1996




