
January 8, 1941 

Mr. Russell G. Smith 
Executive Vice President 
Bank of America N. T. L S. A. 
San Francisco, California 

Dear Russ: 

I was glad to receive in the mail from you the other day 
a copy of the Bank of America News Dispatch respecting the year end 
condition of the bank. Certainly the management of the bank is to 
be commended for the splendid operating record during 1940, The 
fact that you have made record earnings and have expanded your loans 
and discounts substantially testifies to the aggressive spirit of 
the organization and is in contrast to the performance of most banks 
throughout the country. 

I cannot refrain, however, from expressing disappointment 
with some other items in the release. The one has to do with the re-
tirement at this time of ten percent of your preferred stock. Thus 
within six months since the preferred stock program was put into ef -
fect the requirements of four f u l l years have been anticipated. I 
recognize that this action is entirely consistent with the terms of 
your amended articles of incorporation. But i t seems to me that the 
policy behind the action is not consistent with the spirit of the pro-
gram agreed upon between your bank, the Comptroller's Office and the 
Board. The preferred stock program was based primarily upon the de-
sirability of a greater cushion of capital funds in view of the bank's 
rapidly growing deposit structure, its real estate problem and its 
heavy investment in bank premises. These items have not only main-
tained their magnitude, but your release shows that deposits have in -
creased approximately $150 million during the past year and loans and 
discounts $67 million odd. Moreover, your investment in bank premises 
is in process of incr asing substantially through new construction. 
Thus, since the bank is in the midst of a program of expansion, i t 
seems to me that i t would have been more consistent with last year's 
program and obviously more conservative i f you had retired at this 
time only the required amount of preferred stock. 
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Mr. Russell G. Smith - 2 

The other point I wanted to comment on is involved in the 
statement "We have laid the groundwork for handling this great ex-
pansion of business by starting construction of our new $2,000,000 
head office building," No doubt this new building wi l l give your 
head office more comfortable and spacious quarters and may even in -
crease the efficiency of the head office personnel. But I think 
you wil l agree with me that i t is not essential to the bank's con-
tinued good functioning. On the other hand, with the government's 
bugi expenditures for defense construction taxing the country's supply 
of some building materials and of skilled workmen, would i t not have 
been preferable to defer such an important private construction proj-
ect? Perhaps the work had already commenced before the defense ef -
fort assumed its present huge proportions. But i t might be well to 
keep the point in mind that private business can contribute materially 
to the stability of our economy by presently deferring private con-
struction. Thus when the government's activities slacken following 
the emergency period, private projects can be completed at a lesser 
cost, at greater speed and as stated, with a beneficial effect upon 
the economy as a whole by furnishing a needed outlet for building 
materials and labor. 

You wi l l appreciate, of course, that these observations 
are made on a personal basis only, as friend to friend, and as one 
banker to another. 

With best wishes for the new year, I am 

Tours sincerely, 

LC/frl 
- S 

y> 
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