
Positioning for 
Interstate Banking 

Although interstate banking is prohibited by the 
McFadden Act and bank holding companies are 
prohibited from interstate expansion by the 
Douglas Amendment to the Bank Holding Com-
pany Act, the fact is banking organizations are 
providing financial services across states lines 
and have been for some time. Nothing prevents 
a commercial bank in one state from accepting 
demand deposits or saving deposits from con-
sumers in another state. In fact many large 
commercial banks aggressively sell large certi-
ficates of deposits on an interstate basis, they 
have calling offices which seek out major ac^ 
counts nationwide, and they actively 
market their credit cards nationwide. 
In addition, commercial banks are 
offering such financial services 
as cash management electronic 
funds transfer accounts, loan 
production offices, loan parti-
cipations and a variety of corre-
spondent banking services which 
know no state boundary. 

The laws prohibiting interstate 
banking effectively eliminate 
the ability of a formal banking 
organization to offer both de-

mand deposits and commercial loans at a single 
brick and mortar location in more than one state. 
Any organization which offers both demand 
deposits and commercial loans may be defined 
as a commercial bank and, hence, would fall 
under the interstate banking restrictions. By 
separating the lending and deposit functions it is 
possible for banking organizations to circumvent 
the interstate restrictions and provide financial 
services on an interstate basis. 

One way to accomplish this is through the 
creation or acquisition of nonbank subsidiaries 

by bank holding companies. Nonbank sub-
sidiaries offer a more limited array of 

financial services than commercial 
banks and do not offer both de-

mand deposits and commercial 
loans. The nonbank subsidiary 
would not, therefore, consti-
tute a commercial bank and, 
hence, would be free to open 
offices on an interstate basis. 
Through the use of nonbank 
subsidiaries the bank holding 
companies are capable of pro-
viding various types of financial 
services on an interstate basis. 

Few bank holding companies in the Southeast are offering 
interstate financial sen/ices. Florida holding companies, which 
have not shown much interest in entering other states, should 
expect an influx of out-of-state competitors if interstate 
banking is permitted. 
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This in turn allows the bank holding company to 
establish its name, its expertise and contacts in 
geographic areas prohibited to its banking sub-
sidiaries. Besides the profit and/or risk diversifi-
cation motives, the establishment of nonbank 
subsidiaries across state lines may be a good 
indication that a given holding company may be 
more likely to move to interstate banking if or 
when the law permits. (This is not to say that 
some bank holding companies that have not 

"By separating the lending 
and deposit functions it is 

possible for banking 
organizations to circumvent 

the interstate restrictions and 
provide financial services on 

an interstate basis." 

diversified in this manner might also be interested 
in expansion if it were permitted.) This article 
analyzes the degree and geographic extent to 
which bank holding companies in the Southeast 
are engaged in nonbank activities in states other 
than their headquarters state.* 

Allowable Nonbank Activities 
The Bank Holding Company Act of 1956 as 

amended in 1970 defines a bank holding company 
as "—any company which has control over any 
bank or over any company that is or becomes a 
bank holding company by virtue of this Act." The 
Board of Governors of the Federal Reserve System 
has wide latitude in determining what constitutes 
control and, hence, what is or is not a holding 
company.1 

Section 4(c)8 of the Bank Holding Company 
Act states the criteria the Board must apply in its 
determination to allow bank holding companies 
to engage in certain nonbank activities some of 

•The Southeast in this article will be defined as those states all or partly within 
the Sixth Federal Reserve District—Alabama, Florida, Georgia, Louisiana, 
Mississippi, and Tennessee. 

' See statutory appendix to Regulation Y. 
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which are prohibited to individual banks. The 
majority of the nonbank activities approved by 
the Board, however, are activities in which nation-
ally chartered banks may engage.2 Researchers 
have observed that the Board has approved 
activities in which banks have historically engaged, 
or activities complementing services normally 
provided by banks or activities in which banks 
clearly possess technical skills.3 

To date, the Board has approved and added to 
the "laundry list" 16 activities which bank holding 
companies may engage in by either establishing 
de novo nonbank subsidiaries or acquiring non-
bank subsidiaries (Table 1). 

Through an application process, one bank and 
multibank holding companies may gain approval 
to establish a nonbank subsidiary to engage in 
any or a combination of the approved activities. 
By definition, a nonbank subsidiary is not a bank 
and, hence, does not fall under regulation or laws 
which apply only to banks. The nonbank entities 
are, therefore, capable of unrestricted geographic 
expansion both intra and interstate. Since the 
vast majority of the approved nonbank activities 
are activities in which banks may engage, i.e. 
"activities which are closely related to banking or 
managing or controlling banks...," the 4(c)8 pro-
visions effectively allow bank holding companies 
to provide financial services similar to those 
provided by banks but on an interstate basis. The 
extent that bank holding companies have actively 
proceeded to offer financial services on an inter-
state basis through the 4(c)8 vehicle should give 
us some indication of what we can expect if and 
when interstate banking is permitted. It should 
also tell us something about the characteristics of 
holding companies that provide interstate finan-
cial services. 

2 See Dale S. Drum, "Nonbanking Activities of Bank Holding Companies," 
Economic Perspective—Federal Reserve Bank of Chicago, March/April 
1977, page 13.Under 4(c)8 a banking holding company may be exempted 
from the general prohibition against acquiring or establishing nonbank 
activities and allowed to acquire "shares of any company the activity of 
which the Board after due notice and opportunity for hearing has determined 
(by order or regulation) to be so closely related to banking or managing or 
controlling banks as to be a proper incident thereto. In determining whether 
a particular activity is a proper incident to banking or managing or controlling 
banks the Board shall consider whether its performance by an affiliate of a 
holding company can reasonably be expected to produce benefits to the 
public, such as greater convenience, increased competition or gains in 
efficiency, that outweigh possible adverse effects, such as undue concen-
tration of resources, decreased or unfair competition, conflicts of interest, or 
unsound banking practices." 

3 See for example, Harvey Rosenblum "Bank Holding Companies: An Over-
view" Business Conditions, Federal Reserve Bank of Chicago, August 
1973, or Samuel H. Talley, "Developments in the Bank Holding Company 
Movement" Proceedings of a Conference on Bank Structure and 
Competi t ion 1972, Federal Reserve Bank of Chicago. 
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Table 1 - Permissible Nonbank Activities for Bank Holding Companies 
Under Section 4(c)8 of Regulation Y, May 1, 1982 

Activities permitted by regulation 
1. Extensions of credit2 

Mortgage banking 
Finance companies: 

consumer, sales, and 
commercial 

Credit Cards 
Factoring 

2. Industrial bank, Morris Plan bank 
industrial loan company 

3. Servicing loans and other exten-
sions of credit2 

4. Trust company2 

5. Investment or financial advising2 

6. Full-payout leasing of personal or 
real property2 

7. Investments in community welfare 
projects2 

8. Providing bookkeeping ordata pro-
cessing services2 

9. Acting as insurance agent or broker 
primarily in connection with credit 
extensions2 

10. Underwriting credit life, accident, 
and health insurance 

11. Providing courier services2 

12. Management consulting for unaf-
filiated banks1'2 

13. Sale at retail of money orders with 
a face value of not more than $1000, 
travelers checks and savings bonds1'2 

14. Performing appraisals of real estate1 

15. Audit services for unaffiliated banks 
16. Issuance and sale of travelers 

checks 
17. Management consulting to non-

bank depository institutions 

Activities permitted by order 
1. Issuance and sale of travelers 

checks2-6 

2. Buying and selling gold and silver 
bullion and silver coin2-4 

3. Issuing money orders and general-
purpose variable denominated pay-
ment instruments1'2-4 

4. Futures commission merchant to 
cover gold and silver bullion and 
coins1-2 

5. Underwriting certain federal, state, 
and municipal securities1-2 

6. Check verification1'2'4 

7. Financial advice to consumers1'2 

8. Issuance of small denomination debt 
instruments1 

Activities denied by the Board 
1. Insurance premium funding (com-

bined sales of mutual funds and 
insurance) 

2. Underwriting life insurance not 
related to credit extension 

3. Real estate brokerage2 

4. Land development 
5. Real estate syndication 
6. General management consulting 
7. Property management 
8. Computer output microfilm services 
9. Underwriting mortgage guaranty 

insurance3 

10. Operating a savings and loan 
association1'5 

11. Operating a travel agency1-2 

12. Underwriting property and casualty 
insurance1 

13. Underwriting home loan life mort-
gage insurance1 

14. Orbanco: Investment note issue 
with transactional characteristics 

FOOTNOTES: 
'Added to list since January 1, 1975. 
Activities permissible to national banks. 
3Board orders found these activities closely related to banking but denied proposed acquisitions as part ot its "go slow" policy. 
"To be decided on a case-by-case basis. 
Operating a thrift institution has been permitted by order in Rhode Island and New Hampshire only. 
6Subsequently permitted by regulation. 

Nonbank Subsidiaries in the Southeast 

The Southeast contained 257 bank holding 
companies in June of 1981 which controlled 
$72.3 billion in deposits representing 57 per-
cent of the region's total. These 257 holding 
companies controlled 637 banks or 30 percent 
of the region's total bank charters. 

Four of the states in the Southeast (Alabama, 
Florida, Georgia and Tennessee) allow multi-
bank holding company formation, while banks 
in Louisiana and Mississippi are restricted to 
one bank holding companies. (See the Box on 
southeastern banking laws regarding holding 
companies and branching.) Table 2 shows the 
number, size and type of bank holding com-
panies by state. Of the 257 holding companies 
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Tab le 2 . Number, Deposit Size arid Type of Multibank Holding Companies 
Located in the Sixth District by State as of J une 30, 1981 
(Deposits in Millions) 

Alabama 
Florida 
Georgia 
Louisiana 
Mississippi 
Tennessee 

All Bank 
Holding Companies 

TOTAL 
Source: Federal Reserve Bank of Atlanta 

Multibank 
Holding Companies 

One Bank 
Holding Companies 

Number Deposits Number Deposits Number Deposits 

23 8,873.8 9 8,519.0 14 354.8 
78 33,420.8 26 27,035.7 52 6,385.1 
66 12,459.7 16 6,423.7 50 6,036.1 
36 7,943.4 1 94.6 35 7,848.8 
15 2,959.9 0 0.0 15 2,959.9 
39 6,654.9 5 5,317.9 34 1,337.0 

257 72,312.5 57 47,390.9 200 24,921.6 

Table 3 . Geographic Distribution of Holding Companies 
Performing 4(c)8 Activities on an Inter or Intrastate Basis 

Total Number of 
Holding Companies Number with Number with only Number with 

in the State 4(c)8 Subs Intrastate Subs Interstate Subs 

Alabama 23 7 3 4 
Florida 78 18 16 2 
Georgia 66 6 2 4 
Louisiana 36 3 3 0 
Mississippi 15 3 2 1 
Tennessee 39 6 2 4 

TOTAL 257 43 28 15 

in the region, 200 are one bank and 57 are 
multibank. In terms of relative size the multi-
bank holding companies dominate controlling 
437 or 69 percent of all holding company 
banking subsidiaries and 66 percent of all 
deposits held by bank holding company sub-
sidiaries in the Southeast. 
The geographic distribution of holding com-
panies in the Southeast is heavily skewed 
toward Florida and Georgia. Florida houses 
better than 30 percent of the region's holding 
companies, 46 percent of the multibank and 
26 percent of the one bank holding companies. 
Georgia, a relatively recent entry into the ranks 
of states which allow multibank holding com-
panies, houses 26 percent of the region's total 
holding companies and 28 percent and 25 
percent respectively of the multibank and one 
bank holding companies. Alabama, Tennessee, 
and Louisiana are in the mid-range, even though 
Louisiana does not allow the multibank form of 
holding companies. The one multibank holding 

company in Louisiana is a "grandfather situation. 
Mississippi is on the low end of the scale, 
allowing no multibank holding company for-
mations and housing only 15 of the region's 
200 one bank holding companies. Therefore, 
each state in the Southeast houses bank holding 
companies of one form or another, but the 
majority of both the one bank and multibank 
holding companies in the region are concen-
trated in Florida and Georgia. 

Deposit holdings of the organizations show a 
somewhat similar pattern, with Florida leading 
the way with $33.4 billion which represents 
81.5 percent of the state's total. 

Of the 257 bank holding companies in the 
Southeast, only 43 control nonbank subsid-
iaries engaged in one of the 4(c)8 activities. 
Table 3 shows the geographic distribution of 
bank holding companies performing one or 
more of the 4(c)8 activities. Table 3 also shows 
the extent to which these organizations are 
engaged in interstate 4(c)8 activities. 
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Table 4 . Asset Distribution of Nonbank Subsidiaries by Geographic Coverage 
of the Nonbank Subsidiary, Intra or Interstate 
(Assets in Millions) 

Total Nonbank Intrastate Interstate 
Assets Subsidiaries Subsidiaries 

% of State % of State 
Assets Total Assets Total 

Alabama $153.5 74.0 48 79.5 51.8 
Florida 167.7 159.6 95 8.1 4.8 
Georgia 384.8 133.4 34 251.4 65.3 
Louisiana 21.3 21.3 100 — — 

Mississippi 17.4 4.7 27 127.5 73.3 
Tennessee 114.6 13.1 12 101.4 88.5 
District 859.5 406.2 47 453.2 53 

Only 8.3 percent of the bank holding com-
panies in Louisiana engage in 4(c)8 activities 
through nonbank subsidiaries, and none of 
these subsidiaries is engaged in these activities 
on an interstate basis. This is in marked contrast 
to Alabama in which 33 percent of the bank 
holding companies have 4(c)8 subsidiaries and 
four have subsidiaries which engage in at least 
one 4(c)8 activity on an interstate basis. In total 
only 15 bank holding companies in the region 
control at least one subsidiary which performs 
4(c) 8 activities on an interstate basis. Inter-
estingly, Florida, which has the largest number 
of bank holding companies and the largest 
number of holding companies with nonbank 
subsidiaries, houses only two bank holding 
companies which have subsidiaries offering at 
least one 4(c)8 activity on an interstate basis. 

In terms of asset size, nonbank subsidiaries 
of bank holding companies in the Southeast 
control total assets of $859.5 million. Table 4 
shows the distribution of these assets both by 
state and by interstate status of the nonbank 
subsidiary. An interstate subsidiary is one that 
has established offices external to the state 
where the home office of its parent holding 
company is located. 

Within the region, asset sizes of interstate 
and intrastate nonbanking subsidiaries are ap-
proximately equal ($453 million as compared 
to $406 million), just slightly favoring interstate 
subsidiaries. In Alabama, Georgia, Mississippi 
and Tennessee, nonbank subsidiaries with inter-
state locations account for the majority of the 
assets. Louisiana has four holding companies 
which hold eight nonbank subsidiaries, no one 

of which is larger than five million dollars in 
assets. Consequently, it is not surprising that 
each of these nonbank subsidiaries has only 
intrastate offices. This contrasts to Mississippi, 
which has three holding companies with non-
bank subsidiaries, but one of these subsidiaries 
controls 73 percent of all nonbank subsidiary 
assets in the state. Consequently it is not 
surprising that this organization has interstate 
offices of 4(c)8 subsidiaries. 

"Florida houses only two 
bank holding companies 
which have subsidiaries 

offering at least one 4(c)8 
activity on an interstate basis." 

The only state which has a sizable number of 
relatively large nonbank subsidiaries which 
limit themselves to intrastate locations is Florida 
While Florida houses the largest number of 
bank holding companies in the Southeast, the 
largest number of bank holding companies 
controlling 4(c)8 subsidiaries, and ranks second 
in terms of asset size of nonbank subsidiaries, it 
has only two bank holding companies which 
control 4(c)8 subsidiaries with interstate lo-
cations. Perhaps the reason for this is that given 
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Table 5 . Number of Bank Holding Companies with Nonbank Subsidiaries 
Engaged in 4(c)8 Activity by State and Type of Activity, August 1, 1980 

4(c)8 Activity Alabama Florida Georgia Louisiana Mississippi Tennessee Total 

a(1) Mortgage Company 
Finance Company 
Factor 

a(2) industrial loan company 
a(3) Servicing loans 
a(4) Trust company 
a(5) investment or financial 

advisor 
a(6) Leasing 
a(8) Data Processing 
a(9) Insurance extension of 

credit related to insurance 
a(10) Underwriting credit life 

insurance 
a(11 ) Providing Courier Services 
a(12) Providing management 

consulting advice 

1 8 4 - 1 2 16 
2 3 3 1 - 1 10 

1 - - 1 2 
. 1 1 - 1 - 3 
1 9 3 1 1 3 18 
2 3 - - - • 5 

2 3 1 - 6 
3 4 3 3 1 2 16 
2 8 1 1 • • 12 

4 12 6 2 1 4 29 

2 „ 2 - 5 9 
- 1 - - - 1 

. 1 - 1 

the rapid population and economic growth in 
Florida, the Florida bank holding companies 
have had their hands full simply providing 
financial services in Florida. 

In total, 43 of the region's bank holding 
companies perform some type of 4(c)8 activity 
through at least one nonbank subsidiary. Table 
5 shows the number of bank holding companies 
engaging in a given 4(c)8 activity by state. 

The most popular type of 4 (c) 8 activity appears 
to be insurance related to the extension of 
credit; 29 holding companies in the Southeast 
perform this activity at more than 482 locations. 
In large part these locations are the banking 
subsidiaries of the holding company. The second 
most popular activity was the servicing of 
loans, an activity closely related to a number of 
the other 4(c)8 activities. Next in order of 
popularity comes mortgage companies, leasing 
companies, data processing, finance companies 
and underwriting credit life insurance. Inter-
estingly, bank holding companies" in Florida are 
more active in providing 4(c)8 services and 
over a broader range than are holding companies 
in other states in the region. 

Interstate Positioning 

Turning to the question of interstate position-
ing, we find that only 15 bank holding companies 
in the Southeast operated nonbank subsidiaries 

which perform 4(c)8 activities on an interstate 
basis as of November 1981 (Table 6). 

All of the holding companies with interstate 
4(c)8 subsidiaries are multibank holding com-
panies except Deposit Guaranty Corporation 
which is a one bank holding company. Each of 
these organizations is relatively large in terms 
of its deposit size within its state; each ranks 
6th or higher in its respective state. And except 
for two cases all of these bank holding companies 
have home offices in the same city in their 
respective states; Birmingham, Alabama; Jack-
sonville, Florida; Jackson, Mississippi; Atlanta, 
Georgia (except for one located in Augusta); 
and Nashville, Tennessee (except for one located 
in Chattanooga). These characteristics are con-
sistent with the view that relatively large multi-
bank holding companies are more probable 
interstate competitors (Table 7). 

The most popular 4(c)8 activity is acting as 
an insurance agent in connection with credit 
extensions. This activity, however, is not highly 
visible and is normally provided as a comple-
mentary service to some other 4(c)8 activity on 
an interstate basis, such as mortgage banking 
and/or finance company subsidiaries. These 
latter two activities account for the vast majority 
of highly visible activities which may be used to 
establish a presence in an interstate environ-
ment. Only two industrial loan banks and 
leasing companies with interstate offices are 
controlled by southeastern holding companies 
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Table 6 . 
Financial services offered 
on an interstate basis by 
nonbank subsidiaries of 
bank holding companies in 
the Southeast 
(as of November 1981) 
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STATES IN WHICH PERFORME 
Alabama 
Am South 

Alabama Finance Corporation X X X GA(1),SC(1) 

Central Bancshares of the South, Inc. 
Trust Company of California X CA(1) 

First Alabama Bancshares, inc. 
First Alabama Life X AR(1) 

Southtrust Corporation 
Southern State Life X AR(1) 

Florida 
Barnett Banks of Florida, Inc. 

Verification, Inc. X GA(1),AL(1),NC(1) 

Florida National Banks of Florida, Inc. 
Florida National Credit X X GA(9),NC<12),SC<7) 

Georgia 
Citizens and Southern Georgia Corporation 

Citizens and Southern Finance X AL(8),FL(4),LA(1 ),NC(2),SC(1 ) 

Citizens and Southern Mortgage Co. X X 
— 

TN(1),NC(1) 

First Atlanta Corporation 
Gulf Finance X 

— 

X 
AL(19),FL(14),LA(18),MS(37),TN(i 

SqiO),NC<1),IN(4) 

Amelia Properties FL(1), Hold Title to Real Estate 

First Grand Junction Industrial Bank X 
First Railroad and Banking Company of Georgia 
CMC Group X X NCO6),SC(7),TN(5),MD(1 >,DQ1 
First Financial X AL<1) 

Capital Credit X TN(5) 

Trust Company of Georgia 
Trust Mortgage X X FLO) 

Fickling & Walker X SC.FL 

Mississippi 
Deposit Guaranty 

Deposit Guaranty Mortgage Corp. X X LA(3),FL(2) 

Tennessee 
Ancorp Bancshares, Inc. 

Ancorp Insurance X ARO) 

First American Corporation 
Atlantic Discount X X FL(28),GA(4) 

First American Tennessee Insurance X ARO) 
Commerce Union Corporation 

Tennessee Valley Life Insurance X ARO) 
Third National Corporation 

Third Financial X X X Sqi ) ,KY(6) 
Tennessee Life Insurance _ — X — — ARO) 

Note: The above analysis is based on records of 4(c)8 activities filed by individual holding companies with the Federal Reserve System. 
It does not include Southeast Banking Corporation of Florida's acquisition in December 1981 of Churchill Mortgage Corporation of Atlanta, which has two 
offices in Texas. 
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Table 7 . Rank Within State of Holding Companies 
With Interstate 4(c)8 Subsidiaries 
by Deposit Size 

Alabama 
1 AmSouth Bancorporation (MB) 
2 Central Bancshares of the South, Inc. (MB) 
3 First Alabama Bancshares, Inc. (MB) 
4 SouthTrust Corporation (MB) 

Florida 
1 Barnett Banks of Florida, Ine (MB) 
4 Florida National Banks of Florida, Inc. (MB) 

Georgia 
1 Citizens and Southern Georgia Corporation (MB) 
2 First Atlanta Corporation (MB) 
3 Trust Company of Georgia (MB) 
6 First Railroad and Banking Company of Georgia (MB) 

Mississippi 
1 Deposit Guaranty Corporation (One-Bank) 

Tennessee 
1 First American Corporation (MB) 
2 Commerce Union Corporation (MB) 
3 Third National Corporation (MB) 
4 Ancorp Bancshares, Inc. (MB) 

and only one interstate trust subsidiary. There-
fore, to the extent that southeastern holding 
companies are attempting to establish an inter-
state presence, they are doing so through two 
vehicles, mortgage banking subsidiaries and 
finance company subsidiaries. 

In total, only eight of the fifteen holding 
companies in the region control either or both 
a mortgage banking and finance company sub-
sidiary. All four Georgia holding companies 
with interstate 4(c)8 subsidiaries have a mort-
gage or finance company subsidiary, three 
have finance company subsidiaries and two 
have mortgage company subsidiaries. Two hold-
ing companies in Tennessee, oné in Mississippi 
and one in Alabama also control these types of 
subsidiaries, three finance companies and two 
mortgage subsidiaries. 

In contrast, not a single Florida holding com-
pany controls either a finance company or a 
mortgage company with interstate offices. Again 

this indicates that Florida holding companies 
have very little need or propensity to look 
outside their home state for profitable financial 
activities. Looking at the other side of this coin, 
of the eight holding companies with interstate 
mortgage or finance company subsidiaries, five 
have Florida subsidiaries. While Florida holding 
companies have little propensity to provide 
these interstate services to the other states in 
our region, holding companies in other states 
evidently view Florida as an attractive oppor-
tunity. From an overall perspective, southeastern 
holding companies with interstate finance and 
mortgage company subsidiaries have, with only 
one exception, limited their geographic scope 
to the states of Alabama, Georgia, South Carolina, 
North Carolina, Florida, Louisiana, Mississippi, 
Tennessee and Kentucky. 

Conclusion 
Three interesting conclusions arise from this 

analysis. First, few bank holding companies in 
the Southeast show a propensity to offer high 
profile 4(c)8 financial services on an interstate 
basis. If these holding companies are the most 
likely interstate competitors if or when full 
interstate banking is permitted, then the region 
will have few organizations likely to be com-
petitive at the district or national level. 

Second, quite obviously, the most attractive 
target for interstate expansion in the region is 
Florida Competition from southeastern holding 
companies through 4(c)8 subsidiaries in Florida 
is markedly greater than Florida holding company 
presence in the other states in our region. 
Given the 4(c)8 activity, Florida banks and 
bank holding companies should expect a tre-
mendous influx of financial competitors from 
both within the region and from the nation. 
And third, again if the interstate 4(c)8 activities 
may be used as a gauge, Florida holding com-
panies are not likely entrants into other states if 
interstate banking is permitted. It appears Florida 
will be a financial battleground. 

—David D. Whitehead 
and Pamela Frisbee 
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GEOGRAPHIC LIMITATIONS ON INTRASTATE BANK EXPANSION IN THE SOUTHEAST 

As the probability increases that the nation will adopt 
some form of interstate banking and as banks find 
ways to cross state lines without branches, the issue 
of expansion within a state is becoming more intense. 
A frequently-heard, though empirically unsupported 
argument from advocates of intrastate banking is that 
restricting geographic expansion within a state may 
severely handicap banking organizations if the nation 
adopts interstate banking. In other words, unless 
geographic expansion by banks is allowed, no banking 
organization within the state may be capable of 
growing large enough to compete with a large inter-
state organization. Geographic limitations on banking 
expansion vary widely among the southeastern states. 

Geographic expansion by a banking organization 
through a deposit taking facility may take either of two 
formalized procedures; branching through merger or 
de novo (new charter), or multibank holding company 
by acquisition orde novo entry. Branching restrictions 
within the region vary from state to state. I n most of the 
southeastern states these restrictions have eased 
somewhat during the past ten years. States which 
allowed some type of branching and holding company 
formations have in most cases relaxed their limitations 
to encourage greater geographic expansion within 
the state. 

Each of the region's states now allows branching of 
one form or another (generally limited to the county of 
the home office of the parent bank) and four of the six 
states now allow expansion by multi-bank holding 
companies. Georgia which prior to 1970 limited branch-
ing to the municipality of the parent bank now allows 
branching countywide by independent banks and 
statewide banking by holding company subsidiaries. 
Florida which allowed statewide acquisition by holding 
companies but did not allow branching prior to 1975, 
now allows branching statewide by merger and multi-
bank holding companies. Alabama also allows branching 
statewide by merger and holding company acquisition. 
Rules applying to branching by de novo entry are in 
most cases more limiting geographically than those 
concerning branching by merger. 

Regulations concerning holding company acqui-
sitions of banks also vary from state to state. Unless a 
state explicitly prohibits or restricts holding company 
expansion, multibank holding companies are permitted 
by federal laws. Alabama, Florida, and Tennessee 
were the first states in the region with multibank 
holding companies—their laws were silent on bank 
holding companies, and bank holding companies took 
advantage to expand statewide. Georgia followed 
several years later with a similar ruling. Louisiana and 
Mississippi still prohibit the formation of multibank 
holding companies, although attempts are being made 
to change the Louisiana law. 

Branching of one form or another is allowed in each 
of the states in the Southeast, though the degree to 
which it is permitted varies from state to state. Banks 
in Alabama and Florida have more geographic freedom 

than banks in other states; they are allowed to branch 
statewide by merger with few restrictions. Certain 
counties in Alabama do not permit branching within 
the county, while banks in Mississippi may branch 
within a one hundred mile radius. Except for "grand-
fathered" cases and those banks established to protect 
the depositors of a closed state bank branching of 
any form in Tennessee is limited to the county of the 
parent bank 

Regulations applying to bank holding companies 
are basically the same in each of the states, except 
Louisiana and Mississippi. Holding companies are 
authorized by the federal government, but each state 
can impose its own restrictions. In each of the region's 
states except Louisiana and Mississippi holding com-
panies may own banks statewide. Multibank holding 
companies in a state tend to bring changes in that 
state's geographic restrictions. Georgia changed its 
laws in 1976 to permit multibank holding companies 
to bank statewide, while holding companies in Alabama, 
Florida, and Tennessee took advantage of the silence 
of the law and expanded statewide before the law 
could prevent it 

Southeastern states in which multibank holding 
companies are allowed have eased their geographic 
limitations on branching somewhat Florida, for example, 
was a unit banking state prior to holding company 
activity. Branching restrictions gradually eased as 
holding companies began expansion. Florida moved 
through the following phases: unit banks, unit banks 
with limited facilities, banks with limited branching, 
and now to statewide branching through merger. 
Statewide branching by merger is also allowed in 
Alabama through both independent banks and holding 
company subsidiaries. Georgia and Tennessee also 
allow holding company expansion statewide, but 
branching is limited to the county of the parent bank. 

States which do not allow multibank holding com-
panies have seen very few changes in their branching 
and geographic restrictions. Louisiana and Mississippi 
have kept out multibanks and have virtually the same 
geographic limitations on branching as they did ten 
years ago. Louisiana and Mississippi limit the owner-
ship of holding companies to one bank. One bank 
holding companies do not enjoy the same ability to 
acquire banks as multibank holding companies, they 
are prohibited from acquiring a second bank and 
hence do not enjoy the ability to expand across the 
state. These restrictions have tended to concentrate 
holding companies in areas of high economic growth. 

Southeastern states have moved progressively to-
ward easing the geographic restrictions applied to 
banks as they prepare themselves gradually for the 
advent of statewide and interstate banking. Holding 
companies are eyeing the possibilities of acquisitions 
of holding companies in otherstates. The probabilities 
are increasing that geographic restrictions on expansion 
by banking organizations will continue to loosen in the 
future. 
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