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Attorney Genersel Louls J, Lefkowltz =mid today that an af-
fidavit filed by nis effice in Supremse Court, charges that the theme of
the best selling book, "How I Made $2,000,000 in the Btock Markst" by
Higolas Darvas, an acrchbatic dancer, is "ungualifiedly Calse,"
Charging fraudulent and dsceptive practices mllegedly
engaged in by Darvas and othesra, the Attorney General obtained an
order in Supreme Court, New York County, directing Darvas, American
Regearch Councll, Inc., of 2 East Avenuo, Larchiwont, Hew York, the
publisher of the hool, an? its president, Bernard Mazel, of 69 Mel=-
rose Drive, New Rochelle, to appear and testiiy in court on Deéambar
20, 1960, The order was signed by Justice Arthur Markewich..
Alleging that the profits which Darvas claimed he made
through his "aystem" were mrossly exagperated, the Atbtorney General
wants Darvas and his publisher to explain various alleged miarepresent-
ationa contained in the beat seller which topred the non=fiection llatsa
for many weeks.
In the afildavit of Aasistant Attorney General Carl
Hadonielr, chiel of the Securities Bureaun of the Attorney Generalla
office, among the "Iraudulent and deceptive praciices allegedly -
engaged 1n by Wiceolas Darvas and othsrs which require further clari=-
Tication are:
{1} Mlsrepresentation of the aectusl amounts of
moneys "mada’ in gecurlities transactions by
Hlehelas Darvas during the period covered
by his book,
(2) Suppression in his boolr of many sscurities
transsctliona engaged in by Dsrvas, which
would pive an sentirely different persapective
to hia book,
(3} OSuppression in Darvas' book of the thirty

orr more sccurity collateral ICinancing loana,
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(h) Concemlment in his book of the true nature
8¢ hie securities transactions, which did
naot econfarm to the zyatem he rlalmad he

employed,

Attorney Ceneral Tafkowitz said that the alflfidavit
further slleges that American Ressarch Cowneil, Ine,, has invokesed
its privilege acaingt self-~inerimination fo 2ll material questions
aslked by the Attorney General, He also said that Hazel refused to
be guworn As 8 witness in the Investipation,

Aacording to the affidavit, tnet while Darvas in his
begt=geller claimed To have made two million dollars in the market,
an examination of Darvaal ascertainable transactionzs by the Securities
Bursasuls chief accountant, Bernard Abramson and Speclal Assisteant At-
torney CGenerzl Lavid Olurman, reflects that from Jamuary, 1953, to
Getober, 1940, a period of more than seven years, Darvaa rade o
profit of about 152,000,

"It is the conelusion of the Securities Burean that the
ascertainable profits made by Darvas durlng the perlod fovered by
the book, January, 1953, to July, 1949, were approximately ©216,000,%
the affldevit states,

"One of the prineipal themes of Darvas? book is how he
budlt up approximately 137,000 to 2 1}4 million dnilars by July, 1959,
execlugively by using his own funds arnd rargin accounts, This
principal theme in Darwvas!t book is unqualirfiedly false, During the
period coversd Ly the beool;, Darvas employed at least 51,074k, 053,14
of collatersl loan financing in at leaat 30 meparate loans furnished
by prefessional meney lenders and a bank," the Attorney Generalls
affidavit allapges,

The Attorney General =ald that Darvas usually reaides at
the Hotel Fleza when in Hew Yorl: City, He has vepently besn known to
be Mving in the Hotel George V in Paris, France,

The affidavit deseribes a "dangerous market situation in
June, 1960, caused by an inerease in ao=called "stop-losa orders”

given to brokers, A New ¥York financial snalyst attributed the
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situation to Darvas' book, He said:?
"A new book on meking money in the stoclk market
ia apparently causing a flurry of atop orders - a
favorite trading device of some prolfegsionals, a Well
Street survey showed yesterdary.
"In a rumber of declining stocks in the recent
skittish markel, brol:ers report, tiils sudden Influx
of stop orders probably has humed prices even lowor =
some thing like s5liding down a step ladder,"
The basgia of the oroceedinz by Attorney Gemnsral Lefkowitsz
1s that alleged {raudulent invegtoent advice ls offersd by Darvasg
and the publishers in the boo!r and adveritisements lnserted in news-
papers and mazazines plugrin~ the bool:, The Attorney Genersl said
that ths lartin Act, ¥.w York's securitiea law, ecrpowers his oifice
"to conduct investigations to uncover fraudulent practices relating

to transactlons or any courase of business involvinrg Investment

gdvice "

Frem: Charlea W, 3ticlkle, Executive Assistant te the Attorney General
COortlandt 7-9800, Extensiorns 7192, 7175 and 7187,



