
STOCK EXCHANGE PEACTICES

TUESDAY, OCTOBER 31, 1933

UNITED STATES SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON

BANKING AND CURRENCY,
Washington, D.C.

The subcommittee met, pursuant to adjournment on Friday, Oc-
tober 27, 1&33, in the caucus room of the Senate Office Building,
Senator Duncan U. Fletcher presiding.

Present: Senators Fletcher (chairman), Gore (substitute for Bark-
ley), Adams (proxy for Costigan), Couzens, Townsend, and Golds-
borough (substitute for Norbeck).

Present also: Ferdinand Pecora, counsel to the committee; Julius
Silver and David Saperstein, associate counsel to the committee;
and Frank J. Meehan, chief statistician to the committee; Martin
Conboy, counsel for Albert H. Wiggin; Eldon Bisbee, Alfred E.
Mudge, Joseph B. Lynch, and C. Horace Tuttle, of Rushmore, Bisbee
& Stern; and also William Dean Embree and A. Donald MacKinnon,
of Milbank, Tweed, Hope & Webb, counsel representing the Chase
National Bank and the Chase Corporation.

The CHAIRMAN. The subcommittee will come to order. Mr.
Wiggin has resumed the stand. You may proceed, Mr. Pecora.

TESTIMONY OE ALBERT H. WIGGIN—Resumed

Mr. PECORA. Mr. Wiggin, you have already given some testimony
with respect to the Shermar Corporation, and with respect to the
Murlyn Corporation, and with respect to the Clingston Co., Inc.
Do these three companies have generally the same stockholders!

Mr. WIGGIN. The same interests control.
Mr. PEOORA. And those interests are yourself and the immediate

members of your family?
Mr. WIGGIN. Yes, sir.
Senator COTJZENS. At that point may I ask: Have you any Cana-

dian corporations?
Mr. WIGGINS. Not npw, but there were some.
Senator COUZENS. When did you have any Canadian corporations!
Mr. WIGGIN. I will have to get that data. [Inquiring of an

associate.]
Mr. PECORA. Was there a corporation known as Medfield Cor-

poration, Ltd. ?
Mr. WIGGIN. That was one of the Canadian companies.
Senator COUZENS. HOW many Canadian companies did you hare!
Mr. WIGGIN. Three.
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Senator COTJZENS. Can you give us the names of them ?
Mr. WIGGIN. Medfield Corporation, Ltd.; Selcott Corporation,

Ltd.; Greenwich Corporation, Ltd. They were all organized in
1925 and dissolved in 1931.

Senator COUZENS. Have you any corporations outside of the
United States other than the Canadian corporations, or did you
have?

Mr. WIGGIN. No, sir.
Mr. PECORA. For what purpose was the Shermar Corporation

created ?
Mr. WIGGIN. I have already, as you will remember, testified to

that, but will try to give you the complete story on it.
Mr. PECORA. All right.
Mr. WIGGIN. I t was organized primarily to relieve me of any

personal work in connection with the details, so that the corpora-
tion would be an entity run by itself and have its own officers. I t
was organized in order that my family, who owned a part of it,
would be familiar with the business transactions. I t was done with
the hope that such mistakes as I made in a business way would
always be in corporate affairs and not be exposed to the public when
I died. It was made expecting that it would be of benefit at the
time of my death in the matter of inheritance taxes. And it was
hoped that it would help in the matter of income taxes.

Mr. PECORA. Was the Murlyn Corporation created for the same
general purposes?

Mr. WIGGIN. For the same general purposes. There was a little
sentiment about it. One company had my first daughter's name,
and then I started the second company with my second daughter's
name.

Mr. PECORA. It was not organized merely for the purpose of giving
you an opportunity to make use of your daughter's name, was it?

Mr. WIGGIN. NO. I t was organized for the same general pur-
poses, but there was a matter of sentiment involved.

Mr. PECORA. HOW about Clingston Co., Inc.? Was that organized
for the same general purposes as the Shermar Corporation and the
Murlyn Corporation?

Mr. WIGGIN. Clingston Co., Inc., was a Delaware company, with
the right to operate in New Jersey, and was organized primarily to
save New York State income taxes—or franchise tax, I should say.

Mr. PECORA. Was it organized to engage in the same kind of busi-
ness and transactions generally as the Shermar Corporation and the
Murlyn Corporation?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. HOW was it hoped that the organization and operation

of these three corporations could help in the matter of income tax?
Mr. WIGGIN. Well, as it turned out I don't think it did. But your

question was: How was it hoped to do it ?
Mr. PECORA. Yes.
Mr. WIGGIN. I think simply on the theory that the 12% percent

tax on corporations would be less than the individual income tax.
Mr. PECORA. And also would distribute the profits through dif-

ferent entities and thereby prevent taxes from being levied in the
higher brackets ?
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Mr. WIGGIN. Well, just as I stated, that it was thought the income
tax to a corporation would be less. But it did not work out that
way as a matter of fact, for the reasons I have already testified to.
These companies paid substantial dividends, so that the stockholders
.had to pay an income tax on their personal income; and for the
reason that they had a large investment in bonds and notes, and
they had to pay a tax on its income from those interest items, which
meant double taxation.

Mr. PECORA. What was the purpose for the creation of the Med-
iield Corporation, Ltd., which was one of those Canadian companies
you have mentioned?

Mr. WIGGIN. I think the purpose of the Medfield Corporation,
Ltd., the same as the other two Canadian companies, was for the
purpose of minimizing the tax on other corporations.

Mr. PECORA. HOW was it sought to accomplish that purpose,
through what processes?

Mr. WIGGIN. Well, say they sold securities, that the Shermar Cor-
poration, or whatever company it was, sold securities to the Canadian
companies, and took in exchange for those securities the stock and
debentures of the Canadian Companies.

Mr. PECORA. Well, by that means how was it hoped to save any-
thing in the matter of income taxes ?

Mr. WIGGIN. The investment of the Canadian companies—well,
.as I understand it, there was no tax on two of those Canadian com-
panies on their earnings.

Senator COUZENS. Were the earnings of those companies all made
in Canada ? Was that the reason ?

Mr. WIGGIN. Yes, sir.
Senator COUZENS. Then you did not make any income-tax return

on those corporations whose earnings were made in Canada; is that
correct?

Mr. WIGGIN. I -will have to get the details on that. I cannot say
" no " or " yes " to that question offhand. [After consulting an
associate.] I am advised that no income tax was reported in Canada
.because counsel for the Canadian companies located in Canada said
there was no tax to pay.

Mr. PECORA. HOW did those Canadian companies transact business ?
Mr. WIGGIN. When they sold securities the securities were sold

in Canada, delivered in Canada, and the money put in bank in
•Canada.

Mr. PECORA. And in that way it was claimed that the transactions
all took place in Canada and hence were not liable to taxation by
.the United States Government; was that the contention?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. That was the scheme and purpose ?
Mr. WIGGIN. That was the plan.
Mr. PECORA. NOW, those three Canadian companies were all con-

trolled by the same stockholders and interests as the Shermar Cor-
poration, the Murlyn Corporation, and the Clingston Co., Inc.?

Mr. WIGGIN. Yes, sir.
Senator GORE. Did they deal in different lines of stocks, or what

was the point in having three Canadian companies ?
Mr. WIGGIN. I don't know what the point was in having three

•companies.
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Senator GORE. These three American concerns that you say sold
stocks to the Canadian concerns, do you mean that they sold their
own stocks, or did they sell stocks generally of other concerns ?

Mr. WIGGIN. They sold stocks that they owned at the time, and
took the securities of the Canadian companies in payment.

Senator GORE. Was there any effort made in connection with those
transactions to take a made loss in the sale of stocks by the American
concerns to the Canadian concerns ?

Mr. WIGGIN. No, sir. That was done, as I understand it, under
the reorganization section of the income-tax law.

Senator COTJZENS. Did you make returns on your Canadian cor-
porations which had an income from investments in the United
States?

Mr. WIGGIN. Is that the same question as the other one ?
Senator COUZENS. NO. The previous question, which I think you

replied to, was to the effect that you did not make an income-tax
return in Canada because your lawyer said it wasn't necessary. Now,
I am asking if in the case of any of these Canadian corporations
where an income was earned in America you made an income-tax
return to the United States?

Mr. WIGGIN. Let me see about that. [Consulting an associate.]
Will you read that question? [Which was done.] [Again consult-
ing an associate.] Yes, sir; they have been filed.

The CHAIRMAN. DO you mean that those three Canadian corpora-
tions made income-tax returns to the United States each year?

Mr. WIGGIN. Well, they filed their returns; yes, sir.
Senator COUZENS. But you did not file a return unless there was

income earned in the United States, did you ?
Mr. WIGGIN. Yes, sir; I think so.
Mr. PECORA. Were those Canadian corporations all incorporated

in the year 1925?
Mr. WIGGIN. I think so; yes, sir.
Mr. PECORA. And they were all dissolved in the year 1931 ?
Mr. WIGGIN. I think so.
Mr. PECORA. DO you know what the occasion was for their dissolu-

tion in 1931?
Mr. WIGGIN. They were no longer advantageous.
Mr. PECORA. Had they proved advantageous up to that time ?
Mr. WIGGIN. I don't know whether they had or not.
Mr. PECORA. Are the books of account of those three Canadian

companies still in existence?
Mr. WIGGIN. Oh, I think so.
Mr. PECORA. Where?
Mr. WIGGIN. In New York, I think.
Mr. PECORA. Well, in whose office?
Mr. WIGGIN. Undoubtedly in my office somewhere.
Mr. PECORA. DO you know whether the Medfield Corporation, Ltd.,

earned any profits on such securities transactions as it had with any
one of your other three corporations, like the Shermar Corporation?

Mr. WIGGIN. I don't know. [Consulting an associate.] I don't
know but they may have.

Mr. PECORA. Were those profits, if any derived—derived from
transactions that it was claimed were had wholly in Canada and
hence not subject to taxation by the United States?
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Mr. WIGGIN. Yes, sir.
Mr. PECORA. IS that true also of the Greenwich Corporation, Ltd. ?
Mr. WIGGIN. I don't know but I think very likely so.
Mr. PECORA. And also of the Selcott Corporation, Ltd. ?
Mr. WIGGIN. I don't know, but it may have been.
Mr. PECORA. NOW, would you describe to the subcommittee as com-

prehensively as you can the course that those transactions took that
were had in the names of those three Canadian corporations and
under circumstances which caused them to claim that the transac-
tions occurred entirely outside of the United States ?

Mr. WIGGIN. Head the question, please.
(The question of Mr. Pecora was read by the shorthand reporter.)
Mr. WIGGIN. Property was actually sold to the Canadian corpora-

tions, and the income on those securities was collected in Canada.
Mr. PECORA. By the income do you mean profit ?
Mr. WIGGIN. NO. NO; I mean the income on the securities that

they owned. And when they made sales they made them in Canada.
The securities were actually sent to Canada, delivered in Canada,
and the cash deposited in a Canadian bank.

Mr. PECORA. The securities that were the subject of those transac-
tions were, however, securities that were transferred to the Canadian
companies by the Shermar Corporation or the Murlyn Corporation or
the Clingston Co.?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And the transactions all were virtually had for the

benefit of the same interests, because the same interests controlled
both groups of corporations?

Mr. WIGGIN. Yes, sir.
Mr. CONBOY. May I just speak to the witness a minute ?
(Mr. Conboy conferred with Mr. Wiggin.)
Mr. WIGGIN. May I correct a statement I have made in error ?
Mr. PECORA. Certainly.
Mr. WIGGIN. The income from the securities owned was not col-

lected in Canada.
The CHAIRMAN. Where was it collected ?
Mr. WIGGIN. I t was collected by the trust department of the

Chase National Bank and held for the account of the Canadian
companies.

Senator COTJZENS. I t was on American securities, though, was
it not?

Mr. WIGGIN. I think so; yes.
Senator GORE. Did the three Canadian companies have distinct

sets of offices ?
Mr. WIGGIN. Yes, sir.
Senator GORE. Different personnel in each one of the offices?
The CHAIRMAN. YOU stated these Canadian corporations made

income-tax returns to the United States, but you did not say whether
they paid any income taxes to the United States. Do you know
whether they did or not?

Mr. WIGGIN. The taxes were withheld at the source. That is, the
bond interest, tax was paid on that.

Mr. PECORA. YOU do not mean by that that the taxes on anything
but the income from the securities were paid ?

Mr. WIGGIN. Oh, no; that is all.
175541—34—PT 6 10
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Mr. PECORA. That is all you mean; you do not mean taxes on any
profits that actually accrued from the transfer of the securities ?

Mr. WIGGIN. No, sir.
Mr. PECORA. There were no such income taxes paid on profits

derived from the transfers to the Canadian company, were there?
Mr. WIGGIN. I think not.
Mr. PECORA. And the reason
Mr. WIGGIN. Let me get this right, Mr. Pecora.
Mr. PECORA. All right.
Mr. WIGGIN (after conference with associates). Will you repeat

the question now?
(The shorthand reporter read the last full question of Mr.

Pecora.)
Mr. WIGGIN. Well, if there was a profit on anything sold to them;

Mr. PECORA. But there were no profits on the occasion of those
transfers, because your domestic corporations—by that I mean the
Shermar, the Murlyn, and the Clingston Co.—whenever they turned
over or transferred securities to any of your Canadian companies,
received back stock of the Canadian companies in exchange ? Is that
the course of the transaction?

Mr. WIGGIN. Let me get this right. Will you repeat that?
(The shorthand reporter read the last question of Mr. Pecora.)
Mr. WIGGIN. That was only the initial transaction. Any other

transaction, if there was a sale—I do not know whether there was—
at a profit, why, it was of course shown as a profit to the selling
company.

Mr. PECORA. That is, a subsequent transfer of those securities so
acquired by the Canadian companies would—well, I see your counsel
shaking their heads in the negative before I complete my question.

Mr. CONBOY. But that is not correct.
Mr. PECORA. That is why I asked Mr. Wiggin before to describe

comprehensively the course of these transactions. Now, can you do
it, Mr. Wiggin? Confer with your counsel, if that will enable you
to answer the question.

Mr. WIGGIN. May I have repeated what I said before ? I think it
was quite complete, but perhaps it is not clear.

Mr. PECORA. I do not think it was very enlightening. Let me put
it in another way. Let me ask you this line of questions about i t :
Among the avowed purposes for the creation of these Canadian com-
panies was to save your local or domestic companies income-tax
payments to the United States Government?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And you felt that through the creation of the Cana-

dian companies some legal method could be devised to enable you
to effect such savings ?

Mr. WIGGIN. It was so; yes, sir.
Mr. PECORA. And that was the thought back of the organization

of these Canadian companies ?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And did they serve that purpose?
Mr. WIGGIN. I don't know.
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Mr. PECORA. Well, who does know?
Mr. WIGGIN. I think—I don't know as anybody can answer it.

What the final outcome was I don't know.
Mr. PECORA. Your domestic companies were trading in securities

continuously, were they not?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And whenever they bought securities and wanted to

resell them at prices that would enable them to derive profits from
the transaction, the resale was by means of an exchange of those
securities with the Canadian companies, not for cash but for capital
stock of the Canadian companies, and then the Canadian companies
•effected a resale of them in Canada—was that the process?

Mr. WIGGIN. The initial transaction; yes.
Mr. PECORA. NOW tell the committee,'please, the whole course of

these transactions, will you, and if you want to get any assistance
from your counsel about that, why, do not hesitate to do it.

Senator GORE. Mr. Wiggin, I have to leave in a moment and I
would like to ask you this question: You organized 3 companies on
this side of the line and 3 on the other, apparently triplets on either
side of the line. Now did they deal indiscriminately with each other,
say, A, B, and C on this side, and X, Y, and Z on the other ? Would
A trade with X, Y, and Z, and C with X, Y, and Z, and B with
X, Y, and Z, or did they kind of pair off ?

Mr. WIGGIN. I am not sure there were any trades, but I think
inhere were some.

Senator GORE. And they would have been made just promiscuously
one with the other as the occasion happened to call for or justify ?

Mr. WIGGIN. I think so. The Canadian companies when they
were formed issued their own securities in exchange for securities
previously held by the Shermar and other companies, and after that
if a Canadian company wanted to sell any securities they made an
offer from Canada, the bid for purchase was transferred to Canada,
the securities delivered in Canada and cash put in the Canadian bank.
If the Shermar Corporation or the other corporations wanted to
sell securities and were going to sell to a Canadian company, it
took the same form as selling to anybody. If there was a profit it
went into profit and paid its income tax.

Mr. PECORA. That is, the Shermar or the other local companies
paid an income tax?

Mr. WIGGIN. If there was any profit; yes.
Mr. PECORA. If there was any profit, but in many instances the

profit was derived by the Canadian company through the medium or
the course of transaction that you have just described?

Mr. WIGGIN. On sales by the Canadian companies; yes, sir.
Mr. PECORA. NOW, when the Canadian companies took over in ex-

change for their own stock securities turned over to it by one of your
local companies, were those securities taken over by the Canadian
company at cost or at market?

Mr. WIGGIN. At market value.
Mr. PECORA. And then were resold by the Canadian company in

«Canada?
Mr. WIGGIN. Yes, sir.
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Mr. PECORA. AS a rule, were those resales made to Canadian in-
terests ?

Mr. WIGGIN. I don't think so.
Mr. PECORA. Were they usually made to interests here in America ?
Mr. WIGGIN. Usually.
Mr. PECORA. The only reason then for having these transactions

take this circuitous route was to enable the Canadian companies to
claim that the transactions were had entirely in Canada and hence
did not become liable to taxation in favor of the United States Gov-
ernment if any profits were derived therefrom? Is that right, Mr*
Wiggin ?

Mr. WIGGIN. Will you read that question, please ?
(The shorthand reporter read the question of Mr. Pecora.)
Mr. WIGGIN. That is true as to the securities that were sold.
Mr. PECORA. Now, how were the funds or moneys which the Can-

adian companies derived from those resales of such securities event-
ually disposed of?

Mr. WIGGIN. The money was reinvested.
Mr. PECORA. The money would be invested?
Mr. WIGGIN. Reinvested.
Mr. PECORA. By the Canadian companies, of course?
Mr. WIGGIN. Yes.
Mr. PECORA. With the aid and assistance of any of your local

companies ?
Mr. WIGGIN. Oh, I think so.
Mr. PECORA. And upon the dissolution of these three Canadian

companies in 1931 what disposition was made of their assets?
Mr. WIGGIN. All of the securities of the Canadian companies were

transferred to the Murlyn Corporation in 1931 in consideration of
the issuance of capital stock. These were nontaxable transactions
and all done under the reorganization section of the Income Tax Act.

Mr. PECORA. That is, the Canadian companies some time prior to
their dissolution turned over all of their securities they held in port-
folio to the Murlyn Corporation?

Mr. WIGGIN. At the time of the dissolution.
Mr. PECORA. And the Murlyn Corporation issued its own stock?
Mr. WIGGIN. Issued its own stock.
Mr. PECORA. TO whom?
Mr. WIGGIN. TO its stockholders.
Mr. PECORA. TO the stockholders of the Canadian corporations ?
Mr. WIGGIN. Yes; to the stockholders of the Canadian corpora-

tions, and they were, as you know, the same interests as the do-
mestic corporations.

The CHAIRMAN. Then under this reorganization section that you
mentioned they escaped income taxes ?

Mr. WIGGIN. Yes, sir. There was no tax involved.
Mr. PECORA. NO tax involved in the last stage of those transac-

tions because they involved exchanges of securities ?
Mr. WIGGIN. That is my understanding.
Mr. PECORA. Yes; now, did the three Canadian companies have

offices in the one place?
Mr. WIGGIN (after conferring with associates). Yes, sir.
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Mr. PECORA. And where was that office, Mr. Wiggin ?
Mr. WIGGIN. In Montreal in the Place d'Armes.
Mr. PECORA. Did you ever visit the office?
Mr. WIGGIN. NO, sir.
Mr. PECORA. Who was in charge of it?
Mr. WIGGIN. James B. Taylor.
Mr, PECORA. HOW large a personnel did these three companies

in Canada have in that office?
Mr. WIGGIN. He was the only officer.
Mr. PECORA. And attended to all the operations of the three

companies?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. NOW these three companies in the course of their

existence probably handled in the aggregate many millions of
dollars of securities?

Mr. WIGGIN (after conferring with associates). I do not know
the total volume. There were not many transactions. I will have
to look it up to see what the amount was.

Mr. PECORA. Well, whether the transactions were many or few,
did they involve in dollars and cents an aggregate of many millions
of dollars?

Mr. WIGGIN. I will have to look it up. I do not know. We
haven't that here. I t was not large.

Mr. PECORA. Where were the books of these three Canadian com-
panies kept currently during their existence ?

Mr. WIGGIN. The minute books were kept in Canada. The books
of account were kept in New York.

Mr. PECORA. In your office?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. I have been informed that investigators for the com-

mittee requested that the books of accounts of these three Canadian
corporations be made available to them and that that request was
refused. Do you know the reason for that?

Mr. CONBOY. That statement of fact is not correct.
Mr. PECORA. Well, I am willing to be corrected if I have not been

correctly advised.
Mr. CONBOY. YOU have not been correctly advised.
Mr. PECORA (after conference with associates). Mr. Conboy, I

have just conferred with two of the committee's investigators, and
they repeat to me that the facts are generally these: That they
learned of the existence of the Medfield Corporation, Ltd., and
asked Mr. Asch of your office for access to the books of accounts of
that corporation and did not receive access to those books of account;
that they were never informed by anyone representing Mr. Wiggifl
of the existence of the other two Canadian companies.

Mr. CONBOY. Mr. Pecora, we furnished to your investigators what-
ever they asked for.

Mr. PECORA. Including the books of the Medfield Corporation?
Mr. CONBOY. Whatever they asked for. We were never requested

to furnish the books of the Medfield Corporation nor of any other
Canadian company by your investigators. We required that every
request be submitted to us in writing, and we complied with every
request that was made.
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Mr. PECORA. Mr. Ellis of the committee's staff says he made the
request specifically regarding the Medfield books

Mr. CONBOY (interposing). Has he got the request there?
Mr. PECORA. Wait a minute orally to Mr. Asch, and he is now

looking among the data for his written request.
Mr. CONBOY. Every request was asked to be put in writing, and

every request they put in writing and furnished to us was complied
with. And there is a host of them.

Mr. PECORA. All right. The books are still in existence, as I under-
stand it, at the New York office?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. We will have the examiners on the staff in New York

present themselves at the New York office where those books are
kept. Will they be given access to them ?

Mr. CONBOY. YOU ask that they shall be?
Mr. PECORA. I am asking now.
Mr. CONBOY. They will be.
Mr. PECORA. All right, sir. They do not by any chance happen to

be here in Washington?
Mr. CONBOY. I am informed that they are not.
Mr. PECORA. All right. Now, what facilities did Mr. Taylor have

for finding purchasers for the securities that had been turned over to
these Canadian companies by your domestic companies and reselling
them?

Mr. WIGGIN (after conferring with associates). Well, he had the
facilities of the banks in Montreal, but the New York office showed
him how to make the sales.

Mr. PECORA. DO you mean by that that those connected with the
offices of the domestic companies in New York attended to the de-
tails and negotiations of the resale of these securities by the Canadian
companies and forwarded the data for Mr. Taylor to enable him to
complete th,em ?

Mr. WIGGIN. Some of the sales were not made to the domestic
corporations. Some were made outside.

Mr. PECORA. Well, I assume that. Were they made by Mr. Taylor
in Canada on the basis of data furnished to him by the domestic
companies ?

Mr. WIGGIN. On the basis of data furnished to him from New
York, not necessarily by the other companies.

Mr. PECORA. Who conducted the actual negotiations with the pur-
chasers of those securities from the Canadian companies?

Mr. WIGGIN (after conferring with associates). AH the offers were
made by Taylor, but they were made at my suggestion.

Mr. PECORA. YOU mean that you found the purchasers and com-
municated the facts with regard to those purchasers to Taylor in
Montreal ?

Mr. WIGGIN. I suggested to him the sale of those items.
Mr. PECORA. Who had arranged for the sale—you or Taylor?

In other words, who conducted the negotiations ? Who found a pur-
chaser? Who conducted the negotiations with the purchasers?

Mr. WIGGIN. I generally found a purchaser; but there was not
a purchaser until the offering was actually made. Some of these
sales were made on the open market.
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Mr. PECORA. Where? In Canadian exchanges or exchanges in the
United States? I am referring, of course, to those transactions that
you say were made on the open market.

Mr. WIGGIN. None were made on American exchanges. Pre-
sumably they were all in Canada.

Mr. PECORA. Those transactions that Canadians effected for the
sale of the securities that they had acquired bj the processes already
described by you, from your domestic companies, were made to pur-
chasers whom you found?

Mr. WIGGIN. In part, certainly.
Mr. PECORA. In large part?
Mr. WIGGIN. I should say so.
Mr. PECORA. Did Taylor ever make any sales of those securities

held by any of the Canadian companies entirely upon his own
initiative ?

Mr. WIGGIN. Oh, no, sir.
Mr. PECORA. NO?
Mr. WIGGIN. NO, sir.
Mr. PECORA. He got his instructions with regard to those sales

from you or your representatives here in the United States ?
Mr. WIGGIN. He got the suggestions from the New York office.
Mr. PECORA. Those suggestions were in the nature of instructions*

were they not?
Mr. WIGGIN. They were made as suggestions.
Mr. PECORA. They were made as suggestions, but they were acted

upon by him as instructions, were they not?
Mr. WIGGIN. I cannot say how he acted on them.
Mr. PECORA. Did he ever refuse to follow any of those suggestions?
Mr. WIGGIN. Not that I know of.
Mr. PECORA. Who engaged him as the entire personnel of the three

companies ?
Mr. WIGGIN. He was suggested by a law firm in Canada and

elected to office by the directors of the company.
Mr. PECORA. What salary did he get from these three companies,

Mr. Wiggin? I am referring, of course, to the three Canadian
companies.

Mr. WIGGIN. None whatever.
Mr. PECORA. Was he an employee of this Canadian law firm?
Mr. WIGGIN. Wait a minute. I will have to correct that, because

I do not know that he was not paid and I do not know that he was
paid.

Mr. PECORA. YOU have no recollection of his receiving any com-
pensation as the officer in charge of all three of these companies ?

Mr. WIGGIN. I know of no salary paid to him. He may have had
one from the lawyers.

Mr. PECORA. Was he an employee of this Canadian law firm that
suggested him?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. SO far as you know, the compensation he received

for whatever he did in behalf of these three Canadian companies
was included in compensation that this Canadian law firm paid to
him for his services generally to them?

Mr. WIGGIN. SO far as I know.
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Mr. PECORA. He was virtually acting as your dummy in these
Canadian companies, was he not, Mr. Wiggin ?

Mr. WIGGIN. NO, sir.
Mr. PECORA. He was not your dummy?
Mr. WIGGIN. NO, sir.
Mr. PECORA. He was carrying out your wishes in all respects, was

he not?
Mr. WIGGIN. He was a man of standing, belonging to a law firm

of high reputation. He was no dummy.
Mr. PECORA. When I say " dummy " I do not mean that he was

a man that was bereft of intelligence. I mean that he acted vir-
tually for you and as your agent or representative at all times,
subservient to your views and wishes.

Mr. WIGGIN. He acted as an officer of the companies and was
chosen by the directors of these companies.

Mr. PECORA. And the directors were chosen by the stockholders
who consisted of yourself and your family ?

Mr. WIGGIN. That is right, sir.
Mr. PECORA. What was the Canadian law firm's name that Mr.

Taylor was connected with?
Mr. WIGGIN. Tafluer, MacDougall, Macfarlane & Barclay.
Mr. PECORA. Who retained that law firm to look after the for-

malities of these three Canadian companies ?
Mr. WIGGIN. I did, through my New York counsel.
Mr. PECORA. NOW, Mr. Wiggin, confining ourselves for the time

being to the Shermar Corporation, at any time during the existence
of that corporation did it have among its officers persons who also
were officers of the Chase National Bank or of the Chase Securities
Corporation or any of their affiliates ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Who were such officers of the Shermar Corporation

who also were officers of the bank or its affiliates?
Mr. WIGGIN. May I refresh my memory on that ?
Mr. PECORA. Yes, sir.
Mr. WIGGIN (after conferring with associates). Mr. Selden
Mr. PECORA. IS that Lynde Selden?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. What office did he hold in the Shermar Corporation?
Mr. WIGGIN. He was vice president.
Mr. PECORA. And what office did he hold in either the Chase

National Bank or any of its affiliates ?
Mr. WIGGIN. Vice president.
Mr. PECORA. Of what?
Mr. WIGGIN. Of the bank.
Mr. PECORA. IS he still a vice president of the bank?
Mr. WIGGIN. Yes, sir. His connection with the Shermar Corpo-

ration was because he was my son-in-law.
Mr. PECORA. Were there any directors of the Shermar Corporation

who were at the same time also officers or directors of the Chase
National Bank or any of its affiliates ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Will you give their names and the offices they held

in the bank or any affiliate thereof?
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Mr. WIGGIN. There were some changes in the directorships. I
will tell you those that were there in 1927 and whether they are still
there or not—i—

Mr. PECORA. NO ; I want the names of any gentlemen who, while
they were directors of the Shermar Corporation, at any time during
its existence, were also officers or directors of the Chase National
Bank or any affiliate thereof; and in giving the names of such direc-
tors of the Shermar Corporation designate the office held by such
person in the bank or affiliate.

Mr. CONBOY. Have you not a schedule there of those who were
directors in the Shermar who were also directors of the bank or its
affiliates?

Mr. PECORA. I have a schedule here.
Mr. CONBOY. That has been checked.
Mr. PECORA. Well, all right, then. This schedule is a composite

statement with relation to all three of the domestic companies.
Mr. CONBOY. DO you want to put that in ?
Mr. PECORA. Well, I want to put the evidence in in this way.
Mr. CONBOY. All right, sir. I thought you had a shorter way

of doing it, because otherwise it means a lot of names and attempting
to differentiate between dates.

Mr. PECORA. There will not be so many; and I do not care about
the dates. At any time during the existence of the company.

Mr. CONBOY. I thought you were insisting upon dates.
Mr. PECORA. NO; I said, at any time during the existence of the

Shermar.
Mr. CONBOY. Then it is going to be comparatively simple to answer

your question.
Mr. WIGGIN. Myself.
The CHAIRMAN. YOU were an officer and director of the Shermar

Co.?
Mr. WIGGIN. I was not an officer; I was a director at one time.
Mr. Selden, previously referred to; Mr. Clarkson, who was presi-

dent of Chase Securities Corporation part of the time
Mr. PECORA. IS that Eobert L. Clarkson?
Mr. WIGGIN. Yes, sir. Mr. William P. Holly, who was vice presi-

dent and cashier of the Chase National Bank; Mr. Frank Callahan,
vice president of Chase Securities Corporation; Mr. Otis Everett,
second vice president of the Chase National Bank; Mr. Reeve Schley,
vice president, Chase National Bank; Mr. L. H. Johnston, vice
president, Chase National Bank; Mr. S. F. Telleen, second vice
president, Chase National Bank; Mr. George E. Warren, vice presi-
dent, Chase National Bank

Mr. PECORA. HOW about Mr. Gates W. McGarrah?
Mr, WIGGIN. I understand your question to be in relation to direc-

tors of the bank?
Mr. PECORA. NO ; directors or officers.
Mr. WIGGIN. Or officers?
Mr. PECORA. Yes.
Mr. WIGGIN. Well, I will have to add him there. I had forgotten

that he was an officer of the bank at any of this time. Mr. Pecora,
I have given you some names by mistake of men who were not direc-
tors in Shermar but were directors in the other companies.

Mr. PECORA. Either the Murlyn or the Clingston.
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Mr. WIGGIN. Mr. McGarrah was a director in the Shermar Cor-
poration.

Mr. PECORA. At the time that he was a director of the Shermar
Corporation was he also chairman of the board of directors of the
Federal Keserve Bank of New York?

Mr. WIGGIN. Yes, sir.
Senator COTTZENS. We can now see the tie-up with the Federal

Beserve System.
Mr. PECORA. That is an inference. Was he also at the same time

president of the Bank of International and
Mr. WIGGIN. At the same time that he was a director in the

Shermar Corporation?
Mr. PECORA. Yes.
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Was not Mr. Bisbee also a director of the Shermar

Corporation during the time that his law firm was counsel to the
bank?

Mr. WIGGIN. Yes, sir. Mr. Pecora, I think I should add, with
regard to Mr. McGarrah, that he was a very close personal friend
of mine.

Mr. PECORA. I presume these other gentlemen were very close
personal friends of yours, were they not?

Mr. WIGGIN. Yes; but Senator Couzens' remark perhaps led me
to say that.

Senator COUZENS. Was Mr. Harrison of the Federal Eeserve Bank
of New York one of your close personal friends, too ?

Mr. WIGGIN. Yes, sir.
Senator COUZENS. I assume, then, that you therefore agree with

the President's gold plan; is that right?
Mr. WIGGIN. I do not know how to express myself on that.
Mr. PECORA. Have you included in your mention of the names of

officers or directors of the Chase Bank or any affiliate thereof, the
names of all such officers or directors who at one time or another,
while they were such officers or directors of the bank or its affiliates,
were directors of any one of your three domestic companies, namely,
the Shermar Corporation, the Murlyn Corporation, and the Clings-
tonCo.?

Mr. WIGGIN. I think so; and yet I only have before me the direc-
tors of 1927 and 1933, and something in between might have escaped
my memory,

Mr. PECORA. Are any of these gentlemen whose names you have
just giyen us still connected with either the Chase Bank or any of
its affiliates as officer or director?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Which ones?
Mr. WIGGIN. Mr. Selden, Mr. Clarkson, Mr. Holly, Mr. Everett,

Mr. Schley, Mr. Johnston, Mr. Telleen, and Mr. Warren.
Senator COUZENS. What Filene is that?
Mr. WIGGIN. Telleen—S. F. Telleen.
Mr. PECORA. Did the boards of directors of these three domestic

companies of yours hold meetings regularly or at stated periods?
Mr. WIGGIN. The Shermar Corporation and the Murlyn Corpora-

tion had meetings each month. The Clingston Corporation not so
regularly, but frequently.
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Mr. PECORA. HOW about the Murlyn Corporation ?
Mr. WIGGIN. Each month.
Mr. PECORA. Were those meetings regularly attended by the

directors ?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. SO that during those periods of time when these cor-

porations, Shermar, Murlyn and Clingston, were engaged iri market
operations in the capital stock of the Chase National Bank and the
Chase Securities Corporation, these men who were also officers or
directors of the bank or its affiliates were made cognizant of these
transactions in the stock of the bank?

Mr. WIGGIN. All transactions were reported in full at each meet-
ing.

Mr. PECORA. And were approved by the members of the board?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Including these officers or directors of the bank and

its affiliates?
Mr. WIGGIN. I ought to say, perhaps, answering your question

about—how did you express it about the operations 01 Chase Bank
stocks ?

Mr. PECORA. Its operations on the market. I will ask the reporter
to read that question.

(The reporter read as follows:)
So that during those periods of time when these corporations, Shermar,

Murlyn, and Clingston, were engaged in market operations in the capital
stock of the Chase National Bank and the Chase Securities Corporation, these
men who were also officers or directors of the bank or its affiliates were made
cognizant of these transactions in the stock of the bank?

Mr. WIGGIN. Perhaps I ought to say that "market operations"
perhaps gives a little different impression from what the facts war-
rant, because the purchases were not constant. The total purchases
in the 6 years were only 81 different purchases.

Mr. PECORA. Eighty-one different transactions?
Mr. WIGGIN. Of all the corporations.
Mr. PEOORA. But whatever they were, whatever the transactions

were in the stock of the Chase National Bank and the Chase Securi-
ties Corporation, which were consummated by your 3 companies,
the gentlemen who sat on the boards of directors of your 3 com-
panies and who were also at the same time officers or directors of the
bank, were cognizant of those operations or transactions, were they
not?

Mr. WIGGIN. They should have been. They were reported.
Mr. PECORA. Did any of them ever object to any of those transac-

tions ?
Mr. WIGGIN. NO, sir.
Mr. PECORA. Have any of those gentlemen who were, officers or

directors of the bank or its affiliates and who also at the same time
were directors of any 1 of your 3 companies, ever been indebted to
any 1 of your 3 companies for personal loans?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Which of them?
Mr. WIGGIN. Mr. Holly, Mr. Callahan—I think that is all.
Mr. PECORA. During the period of existence of these 3 companies

ef yours, were any of the other officers or directors of the Chase
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National Bank or any of its affiliates also indebted to any of your
3 domestic corporations for personal loans?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Which of them? And in giving the names of such

gentlemen, also state the office held by them in the Chase Bank or its
affiliates.

Mr. WIGGIN. It may take a minute.*
Mr. PECORA. Very well.
Mr. CONBOY. Have you a list of those ?
Mr. PECORA. We have some names. Suppose I read off such names

as we have.
Mr. CONBOY. We cannot put our hands on it readily.
Mr. PECORA. H. G. Freeman, former chairman 01 the executive

committee, former president, and a director of the Chase Securities
Corporation.

Mr. WIGGIN. Correct.
Mr. PECORA. He was one of those personally indebted to one of

your 3 companies?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. DO you know the extent of his indebtedness at any

one time ?
Mr. WIGGIN. I would have to look it up.
Mr. PECORA. We have the figures, showing that as of December 31,

1932, Mr. Freeman was indebted to the Shermar Corporation in
the amount of approximately $163,000.

Mr. WIGGIN. I should think that would probably be correct.
Mr. PECORA. Another reference that I have is to Mr. J. C. Ander-

sen, a vice president of the Chase Securities Corporation.
Mr. WIGGIN. Correct.
Mr. PECORA. And my data also would indicate that the amount of

his indebtedness to the Sherinar Corporation as of December 31,
1932, was approximately $72,000.

Mr. WIGGIN. That is right, sir.
Senator COTJZENS. IS that the famous economist ?
Mr. WIGGIN. NO, sir. That is another Anderson.
Mr. PECORA. That is Benjamin Anderson, is it not?
Mr. WIGGIN. B. M. Anderson; yes, sir. He is the economist of the

Chase National Bank.
Mr. PECORA. My information is that Mr. Murray W. Dodge, for-

merly a vice president and a director of the Chase Securities Corpo-
ration, on the 31st of December last, was indebted to the Shermar
Corporation in the sum of approximately $300,000.

Mr. WIGGIN. Correct.
Mr. PECORA. And Mr. Leslie W. Snow, formerly an assistant vice

president of the Chase Securities Corporation, I understand was in-
debted to the Shermar Corporation in the sum of nine thousand nine
hundred and odd dollars.

Mr. WIGGIN. Correct.
Mr. PECORA. Mr. Charles S. McCain, chairman of the board of

directors of the Chase National Bank, I understand, was indebted
to the Shermar Corporation at the end of the last year in the sum
of approximately $47,500.

Mr. WIGGIN. Correct.
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Mr. PECORA. Mr. William P. Holly, a vice president and cashier
of the Chase National Bank and a director of the Chase Securities
Corporation, I understand, was indebted to the Shermar Corpora-
tion in the sum of $131,000.

Mr. WIGGIN. Correct.
Mr. PECORA. And Mr. Gerhard M. Dahl, who was a director of the

Chase National Bank, was indebted to the Shermar Corporation in
the sum of approximately $724,000 on December 31, 1932.

Mr. WIGGIN. Correct.
Mr. PECORA. NOW this is the same Mr. Dahl who, according to the

evidence you gave the week before last, was indebted to the Chase
National Bank in the sum of over $3,000,000?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And that loan from the bank is undercollateralized ?
Mr. WIGGIN. Yes.
Mr. PECORA. By a very large amount ?
Mr. WIGGIN. Yes.
Mr. PECORA. And this same Mr. Dahl is chairman of the board of

the Brooklyn-Manhattan Transit Corporation, of which board you
were also a member, and from which corporation you received a
salary at one time of $20,000 ai year; is that right ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Are there any other of the officers and directors of the

Chase Bank or any of its affiliates who were indebted to either the
Shermar Corporation, the Murlyn Corporation, or the Clingston
Corporation?

Mr. WIGGIN. In looking back over different dates I find the name
of C. F. Batchelder, December 31, 1930, about $1,000.

Mr. PECORA. He was the vice president, was he not, of the Chase
Securities Corporation?

Mr. WIGGIN. Yes, sir. And Mr. Whelpley, who was either con-
nected with the bank or with the American Express Bank & Trust Co.
at that time, a matter of $28,900. Do you want me to go back further,
or does that give you what you want ?

Mr. PECORA. I think that will answer for the present. Now
Mr. Leon H. Johnston, whose name has already been mentioned
by you as one of the officers or directors of the Chase National Bank
or a subsidiary thereof, who was also a director of one or more of
your three domestic companies was as a matter of fact the president
at one time of the Clingston Co., and the assistant secretary and
assistant treasurer of the Murlyn Corporation, was he not ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Were there any occasions, Mr. Wiggin, when the

Shermar Corporation had extensive business transactions in securi-
ties either with the Chase National Bank or with any of its sub-
sidiaries ?

Mr. WIGGIN. Oh, yes, sir.
Mr. PECORA. There were many such occasions, were there not?
Mr. WIGGIN. Quite a number.
Mr. PECORA. And what was the general nature of those occasions ?
Mr. WIGGIN. Accepting from the Chase Securities Corporation an

allotment in purchases, usually at a profit to the Securities Cor-
poration.
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Mr. PECORA. YOU mean by that that there were many occasions
when the Chase Securities Corporation was given a participation in
some joint account and the Chase Securities Corporation allotted
to one of your private corporations an allotment out of its partici-
pation ?

Mr. WIGGIN. Well, I do not know about the joint accounts, but
frequently the Securities Corporation allotted or sold to one of
these corporations to which you refer a portion of its interest.

Mr. PECORA. A portion of its interest in joint accounts and in
underwritings ?

Mr. WIGGIN. Well, I do not know about the joint accounts, but it
may be so on joint accounts also, but in underwritings and in pur-
chases.

Mr. PECORA. That is, there were occasions when the Chase Securi-
ties Corporation was a member of a purchasing group or original
terms group with regard to an issue of some kind?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And the Chase Securities Corporation gave to one of

your 3 companies an allotment out of its interest in those participa-
tions ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. NOW, about how many such transactions would you

say were had between the Chase Securities Corporation and 1 or
more of your 3 companies in the 5-year period of 1928 to 1932,
both inclusive?

Mr. WIGGIN. I cannot tell you the exact number, but a review
has been made of participations of the Shermar Corporation, the
Murlyn Corporation, and the Clingston Co. during the years 1917
up to 1933, inclusive, in syndicates and joint accounts of which Chase
Securities Corporation was either a manager or a coparticipant.

The calculation of profit and loss on sales of securities taken
down from syndicates has been made on the basis of first sale against
first purchase. The sales include only those to outside parties and
do not include either intercompany sales or sales between the com-
pany and members of the Wiggin family. The calculations of un-
realized losses due to depreciation are based on available bid or last
sale prices as of September 27, 1933. The result of these partici-
patipns was a net loss of $5,139,697.90.

Mr. PECORA. Have you got a prepared statement to that effect ?
Mr. WIGGIN. Yes.
Mr. PECORA. That you just read into the record?
Mr. WIGGIN. Yes.
Mr. PECORA. May I have a copy of it?
Mr. WIGGIN. Yes [handing same to Mr. Pecora].
Mr. PECORA. When was this statement prepared, Mr. Wiggin?
Mr. WIGGIN. Since we have been down here.
Mr. PECORA. And by whom ?
Mr. WIGGIN. By, I think it is, a combination of the law office and

the officers of the company.
Mr. PECORA. By " the law office " you mean the Rushmore, Bisbee

& Stern law office ?
Mr. WIGGIN. Yes.
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Mr. PECORA. When you say in this statement " The result of these
participations was a net loss of $5,139,697.90 ", you mean that that
loss has actually been realized, or do you mean that it is in large part
a paper loss representing shrinkage in securities values?

Mr. WIGGIN. I t is partly a realized loss and partly, as it says there,
taking the securities at the market price.

Mr. PECORA. HOW much of it is a realized loss?
Mr. WIGGIN. Most of it.
Mr. PECORA. In making this review, so-called—and I am using

that term because that is the term used in this prepared statement
you have just given me—was a tabulation or recapitulation made of
those various participations of the Shermar Corporation, the Murlyn
Corporation, and the Clingston Co. in those syndicates and joint ac-
counts of which the Chase Securities Corporation was either a
manager or participant?

Mr. WIGGIN. Yes, sir. May I read some memoranda on the
matter?

Mr. PECORA. Have you got such a recapitulation or tabulation?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. May I see it?
Mr. WIGGIN. Yes [handing same to Mr. Pecora].
Mr. PECORA. Well, this does not purport to be a tabulation, does it?
Mr. WIGGIN. I t is a recapitulation. You mean it does not give the

items by name ?
Mr. PECORA. NO. What I want is a tabulation showing each of

these accounts or participations.
Mr. WIGGIN. I have here a list supplied by the Chase Securities

Corporation. I t may not be entirely complete. I assume that it is.
Mr. PECORA. May I see it, please ?
Mr. WIGGIN. Yes [handing same to Mr. Pecora].
Mr. PECORA. Does this tabulation which you have just shown

me show any such losses as you have referred to in your typewritten
statement tliat you read into the record ?

Mr. CONBOY. Will you just let us have it, Mr. Pecora? Manifestly
this is not as complete as the reference that is contained in the
memorandum submitted, because this only covers 5 years, from
1928 to 1932.

Mr. PECORA. Yes. Well, those 5 years were the 5 years that we
especially inquired into in our preliminary exploration.

Mr. CONBOY. Yes. This list was furnished to you, was it not?
Mr. PECORA. Yes. We have a list that resembles that, but it is

Dot in the same physical form as that. Is that no. 22-A?
Mr. CONBOY. Yes. You have that.
Mr. PECORA. Yes; we have that. This list, Mr. Wiggin, that

you have just shown me, contains nothing to indicate the amount
of any profit or loss derived from these participations, does it ?

Mr. WIGGIN. NO, sir.
Mr. PECORA. Have you a breakdown of the transactions that were

reviewed by whoever prepared this typewritten statement that you
last read into the record, and which concludes with the sentence
"The result of these participations was a net loss of $5,139,697.90 "?

Mr. CONBOY. We can furnish you that.
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Mr. PECORA. All right. Now, Mr. Wiggin, I notice in this type-
written statement, referring to this net loss of over $5,000,000, the
following statement:

The calculation of profit and loss on sales of securities taken down from
syndicates has been made on the basis of first sale against first purchase.

Apparently, then, in this calculation of a loss of over 5 million
dollars there was not taken into account any profits or losses, which-
ever might have been derived from those syndicate transactions in
which any one of your corporations was given a participation, where
it was not necessary to take down any securities ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. What is that ?
Mr. WIGGIN. Yes. sir.
Mr. PECORA. Are you sure of that ?
Mr. WIGGIN. Yes. I t could not be a correct compilation if they

did not.
Mr. PECORA. Well, the statement here in your typewritten state-

ment is that—
The calculation of profit and loss of securities taken down from syndicates

has been made on the basis of first sale against first purchase.
Now in these syndicates there were many of them, were there not,

in which profits were realized by the participants?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And those profits were wholly outside of any profits

or loss accruing from the resale of any of the securities that the
syndicate participants had to take down at the termination of the
syndicate accounts?

Mr. WIGGIN. NO, sir. As I understand it, credit was given for all
profits in those figures.

Mr. PECORA. When can we have a breakdown?
Mr. CONBOT. We will endeavor to have it for you tomorrow.
Mr. PECORA. All right.
Mr. CONBOY. If we cannot we will have it for you on Thursday.
Mr. PECORA. All right. Now when these participations were

given either to the Shermar Corporation or the Murlyn Corporation
or the Clingston Co., were those participations sought by your com-
panies, or were they given on the initiative of the Chase Securities
Corporation ?

Mr. WIGGIN. They were always given on the initiative of the
Chase Securities Corporation.

Mr. PECORA. Had you asked for such participations in behalf of
any one of your private companies ?

Mr. WIGGIN. Not that I know of.
Mr. PECORA. DO you know any reason why the Chase Securities

Corporation should have invited your corporations or any one of
them to share in its participation in any of these syndicates or ac-
counts ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. What was the reason?
Mr. WIGGIN. Most of these participations were taken at a profit to

the Chase Securities Corporation. I t simply meant that instead of
going outside and finding somebody, they had a partner in good
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credit and financial standing that they could get a prompt answer
from.

Mr. PECORA. YOU say most of these participations were taken over
by the Chase Securities Corporation at a profit to them. Is that
right?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. SO whenever the Chase Securities Corporation gave

you, through one of your private companies, an allotment or interest
in its participation in those syndicates from which it reaped a profit,
in effect it gave you a part of its profit?

Mr. WIGGIN. Ho, sir. Just the other way.
Mr. PECORA. I do not follow you, Mr. Wiggin.
Mr. WIGGIN. Most of these participations were taken at a profit

to the Chase Securities Corporation.
Mr. PECORA. Yes.
Mr. WIGGIN. At a higher price than they bought them.
Mr. PECORA. Yes. Well, when the Chase Securities Corporation

let you in, so to speak, on its participation, did you not share in the
profit that accrued?

Mr. WIGGIN. They usually sold to the corporations a participa-
tion or an interest at a profit to them, and the corporations paid
for it.

Mr. PECORA. Were not your companies given an interest on the
same terms as the Chase Securities Corporation was given an interest
in these syndicates?

Mr. WIGGIN. In a number of cases, but not in the greater number.
Mr. PECORA. Well, was it not true in most of them ?
Mr. WIGGIN. NO, sir. I can give you a recapitulation on that if

you would like it, sir.
Mr. PECORA. I would like to have it; yes, sir.
Mr. WIGGIN. This is over the whole period.
Mr. PECORA. YOU mean from 1917 down to date?
Mr. WIGGIN. Yes, sir. I have not got it separated into 5 years.
Mr. PECORA. YOU know we are only asking for the data in regard

to that 5-year period.
Mr. BISBEE. You did not ask for that.
Mr. PECORA. I know it; but why do you present statements here

relating to a much larger period of time than the 5 years in which we
were interested? We took the last 5 calendar years, 1928-32, both
inclusive.

Mr. CONBOY. I t might be a much fairer result to show what the
total result was of all these operations than to pick out several years.

The CHAIRMAN. He cannot take down two at the time. I do not
see how the stenographer can get that.

Mr. CONBOY. Mr. Pecora was asking the question and I was answer-
ing it. I think I got the question, Mr. Chairman.

The CHAIRMAN. Well, Mr. Bisbee was answering at the same time.
Mr. BISBEE. He probably ignored mine, Senator.
The CHAIRMAN. I do not want the stenographer to have to take

two people at the same time.
Mr. BISBEE. What Mr. Conboy said was evidently to the same

effect. I think he took Mr. Conboy's statement.
175541—34—PT 6 11
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Mr. WIGGIN. Is there a question unanswered ?
Mr. PECORA. No; I do not think so. You were going to furnish

us with some sort of a recapitulated statement.
Mr. WIGGIN. Yes. I have the recapitulation since 1917.
Mr. PECORA. IS it itemized?
Mr. WIGGIN. Only in the results.
Mr. PECORA. Well, I would rather have an itemized statement.
Mr. WIGGIN. Yes. Well, we promised to get that for you.
Mr. PECORA. Yes.
Mr. WIGGIN.* But if you would rather have it for 6 years perhaps

we can work that out. I t shows much more disastrous results for
me than 15 years.

Mr. PECORA. Whatever it shows we'would like to,have the opera-
tion of that 5-year period.

Mr. CONBOY. You cannot hear his answer if you are going to break
in on him with another question. He had not finished his answer
when you started.

Mr. PECORA. All right. He said it showed a more disastrous
result. I said whatever it shows we would rather have it for that
5-year period, because our inquiry has not extended back of 1928.

Mr. WIGGIN. You understand it is a much more disastrous result
to my corporation and beneficial to the Chase Securities Corporation.

Mr. PECORA. NOW, let us go back for a moment to the indebted-
nesses that you have already testified about that were owed on
December 31 last by various officers and directors of the Chase Bank
or any of its affiliates to either the Shermar Corporation, the Murlyn
Corporation, or the Clingston Co., Inc. Were those indebtednesses
created as a result of participation by those gentlemen in trading
or syndicate accounts?

Mr. WIGGIN. Some of them
Mr. PECORA (continuing). In which one or more of your private

corporations was a participant?
Mr. WIGGIN. Some were.
Mr. PECORA. Well, were the most of those indebtednesses so

created?
Mr. WIGGIN. NO ; not the most of them.
Mr. PECORA. Which were not?
Mr. WIGGIN. Which were not created by such participation?
Mr. PECORA. Yes.
Mr. WIGGIN. Mr. Holly's indebtedness was not created by that at

all. But let me get that complete list as I might skip something
again and I do not want to do that.

Mr. CONBOY. Mr. Pecora, you don't mind me giving him the names,
do you?

Mr. PECORA. NO.
Mr. WIGGIN. I should like to ask that the question be read.
Mr. PECORA. The committee reporter will read the question to you.

[Which was done.]
Mr. WIGGIN. The Holly indebtedness had nothing to do with any

trading accounts. I don't think the Callahan indebtedness did. I
don't think the Whelpley indebtedness did. I don't think the Mc-
Cain indebtedness did.
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Senator COUZENS. IS Mr. McCain here, Mr. Pecora?
Mr. PECORA. IS Mr. McCain in the room ? [A pause, without re-

sponse.] He is not here, Senator Couzens.
Senator COUZENS. All right.
Mr. PECORA. And the other indebtedness did arise in that fashion?
Mr. WIGGIN. I think so.
•Mr. PECORA. Well, those trading accounts were in the nature of

stock-market speculations, weren't they, Mr. Wiggin ?
Mr. WIGGIN. They tell me I have "omitted to say that the Dahl

indebtedness did not arise from trading accounts.
Mr. PECORA. All right.
Mr. WIGGIN. NOW will you read the question that is pending?
Mr. PECORA. The committee reporter will read it to you. [Which

was done.]
Mr. WIGGIN. I do not see a record here of them.
Mr. PECORA. Well, were they investment accounts?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Weren't they trading accounts that were operated by

transactions in and out?
Mr. WIGGIN. Some may have been, but I do not think that many

of them were.
Mr. PECORA. Well, did you enter into joint investment accounts

with individual officers of your bank?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. When I say " investment accounts " I mean just what

the term implies, securities purchased for investment purposes, the
income to be derived from them, and so forth. Now, were these
joint accounts of that character, or were they trading accounts that
were organized for a limited period of time, usually 90 days?

Mr. WIGGIN. They were usually syndicates.
Mr. PECORA. Organized for that purpose, and usually for 90

days?
Mr. WIGGIN. Well, for a definite short-term period.
Mr. PECORA. YOU wouldn't call them investment accounts, would

you?
Mr. WIGGIN. NO; I wouldn't call them speculative either.
Mr. PECORA. What would you call them?
Mr. WIGGIN. Well, I would call them syndicate accounts. I do

not know of any other word for it.
Mr. PECORA. Syndicate accounts may be formed for the purpose

of speculation, may they not?
Mr. WIGGIN. They may be.
Mr. PECORA. And frequently are, aren't they ?
Mr. WIGGIN. Well, ordinarily, no. They are merely for the pur-

pose of completing a banking transaction or a financial transaction.
Mr. PECORA. None of these trading accounts or joint accounts or*

syndicate accounts was of that nature, was it?
Mr. WIGGIN. I think so.
Mr. PECORA. TO complete a banking transaction ?
Mr. WIGGIN. Yes, sir; the most of them were.
Mr. PECORA. YOU say the most of them were?
Mr. WIGGIN. Yes, sir.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



2 9 0 0 STOCK EXCHANGE PEACT1CES

Mr. PECORA. Well, now, let ine ask you about a joint trading
account that was formed in 1929, with E. F. Hutton & Co. as manag-
ers, to trade in the common stock of the Sinclair Consolidated Oil
Corporation. That was an account in which I understand the
Shermar Corporation had an original participation. Do you recall
it?

Mr. WIGGIN. No; I don't recall it. I will ascertain about it, how-
ever. [Inquiring of an associate.] I have some data now.

Mr. PECORA. YOU have the data now with respect to that account?
Mr. WIGGIN. I do not understand that this has anything to do

with the matter we have been discussing.
Mr. PECORA. Have you the data with regard to that account now

before you?
Mr. WIGGIN. I have some data. Whether it will give you all that

you want I don't know. •
Mr. PECORA. When was that account formed?
Mr. WIGGIN. I cannot give you the date of formation. I can give

you the date of closing.
Mr. PECORA. When was it closed?
Mr. WIGGIN. On May 17, 1929.
Mr. PECORA. Who formed that trading account, or who caused it

to be formed?
Mr. WIGGIN. I do not know.
Mr. PECORA. Who were the participants in it?
Mr. WIGGIN. That I do not know.
Mr. PECORA. Have you any documentary evidence indicating how

the Shermar Corporation acquired an original participation in it?
Mr. WIGGIN. All that we have in our files, apparently, is the let-

ter from E. F. Hutton & Co. of May 17,1929, advising of the closing
of the account and sending a check tor the share.

Mr. PECORA. For the profits?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. What was the amount of the check that was sent to

the Shermar Corporation representing its share of the profits in that
account ?

Mr. WIGGIN. I t was $13,946.12.
Mr. PECORA. HOW much?
Mr. WIGGIN. I t shows here $13,946.12. Let me see a minute. [Con-

sulting an associate.] That is right.
Mr. PECORA. Have you got folder no. 40 of the files of the Shermar

Corporation ?
Mr. WIGGIN. That is all that we have, Mr. Pecora.
Mr. PECORA. What is that?
Mr. WIGGIN. The one I have referred to is the only one, no. 77

this is.
Mr. PECORA. NO, we have an exhibit marked for identification pur-

poses, from your files or the files of the Chase Corporation, as no.
20-2-EEE.

Mr. CONBOY. Let us look at it and we may be able to identify it,
Mr. Pecora.

Mr. PECORA. AH right. Here it is.
Mr. WIGGIN. Will you have the question read ?
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Mr. PECORA. The committee reporter will read the question to you.
[Which was done.]

Mr. WIGGIN. No, sir.
Mr. PECORA. Where is it ?
Mr. WIGGIN. I will find it.
Mr. CONBOY. What is it ? Did you say folder no. 40 of the Shermar

Corporation ?
Mr. PECORA. That is the only designation we have of it. I t is a

folder known as no. 40.
Mr. CONBOY. Will you let us see what it is?
Mr. PECORA. We haven't got it, but it relates to a trading account

in Sinclair Consolidated Oil Corporation common stock, the par?
ticipants of which were said to be Arthur Cutten, Harrv F. Sinclair,
Blair & Co., Chase Securities Corporation, and the Shermar Cor-
poration.

Mr. WIGGIN. That is an entirely different matter from this Hutton
matter.

Mr. PECORA. E. F. Hutton & Co. were the managers of this syndi-
cate that I have in mind.

Mr. CONBOY. There is nothing on here to indicate that they were—
excuse me a moment. The letter is dated 4-16-29 from E. F. Hutton
& Co. to Shermar Corporation. Well, go ahead, Mr. Wiggin,

Mr. WIGGIN. Apparently there was another account.
Mr. PECORA. I am inquiring about this account that was formed

in 1929 and which terminated apparently on April 16, 1929, to deal
in the common stock of the Sinclair Consolidated Oil Corporation.

Mr. CONBOY. That is not the same one, apparently, that we have.
Mr. PECORA. Well, I am directing your attention, Mr. Wiggin, to

the one I am now questioning you about and which I understand
was composed of the following participants: Arthur Cutten, Harry
F. Sinclair, Blair & Co., Chase Securities Corporation, and the
Shermar Corporation. I may say further that the exhibit you pro-
duced and which was marked " 20-2-A" contains a reference to a
syndicate account in Sinclair Consolidated Oil Corporation common
stock involving 1,130,000 shares. That is the one we are now talking
about.

Mr. WIGGIN. Well, I don't find it.
Mr. PECORA. I show you the one I have reference to. I t has pencil

markings as an exhibit number on the left-hand margin.
Mr. WIGGIN. There were two accounts, and I am trying to get

them straightened out.
Mr. PECORA. I am inquiring about one of those two accounts, and

it is the one that terminated on April 16, 1929, and which involved
transactions in the amount of 1,130,000 shares of the common stock
of the Sinclair Consolidated Oil Corporation.

Mr. WIGGIN. What is the pending question?
Mr. PECORA. I am calling your attention to such a trading account,

and I want you to turn to whatever documentary evidence you may
have, or other written data, relating to it.

Mr. WIGGIN. I will have it in a minute, I think.
Mr. PECORA. Have you the data now?
Mr, WIGGIN. Not yet.
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Mr. PECORA. Well, Mr. Wiggin, have you no recollection at all of
that particular account?

Mr. WIGGIN. A recollection, yes, but it is rather vague.
Mr. PECORA. YOU recall that there was such an account ?
Mr. WIGGIN. I do now, yes, sir.
Mr. PECORA. And that the profits that accrued to the Shermar

Corporation from it were in the neighborhood of $877,000, not
$11,000 or $12,000?

Mr. WIGGIN. I will look for it.
The CHAIRMAN. Mr. Wiggin, can't you give us that information ?
Mr. WIGGIN. Yes, sir. There were two accounts. There was an

original group account, an underwriting of the stock, which is the
one that you refer to.

Mr. PECORA. Yes.
Mr. WIGGIN. And then there was that trading account which was

covered in that Hutton letter that I spoke of.
Mr. PECORA. I am referring to the first one of those two accounts

that you have just mentioned.
Mr. WIGGIN. All right.
Mr. PECORA. When was the first account, which you call an under-

writing, formed?
Mr. WIGGIN. In the fall of 1928.
Mr. PECORA. In October of 1928?
Mr. WIGGIN. I think so.
Mr. PECORA. Who invited the Shermar Corporation to take a

participation in it?
Mr. WIGGIN. Well, I don't know, but I should presume it was Mr.

Cutten.
Mr. PECORA. Well, can't you find that out by reference to your

folder or file?
Mr. WIGGIN. Well, he was the manager is the reason I say so.
Mr. PECORA. And who is Mr. Cutten?
Mr. WIGGIN. Mr. Cutten is a Chicago citizen. I don't know how

to describe him exactly. I don't think he has any business except
the buying and selling of securities.

Mr. PECORA. He is a market operator ?
Mr. WIGGIN. I think so, or was. [Laughter.]
Mr. PECORA. Did he organize this underwriting account?
Mr. WIGGIN. Well, I don't know, but I presume so from the fact

that he was the manager of it,
Mr. PECORA. What participation did the Shermar Corporation ac-

quire in that underwriting?
Mr. WIGGIN. I t acquired 84,000 shares out of 1,100,000 shares.
Mr. PECORA. Does that represent 8% percent?
Mr. CONBOY. How much, Mr. Pecora ?
Mr. PECORA. I say 8% percent.
Mr. CONBOY. Oh.
Mr. WIGGIN. Approximately.
Mr. PECORA. What participation did Chase Securities Corporation

have in that syndicate?
Mr. WIGGIN. I don't know. Have we got that? [Inquiring of an

associate.] My figures do not show what those percentages were.
Mr. PECORA. Mr. Wiggin, haven't you any data which relates to

this underwriting syndicate? Haven't you a complete file on that?
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Mr. WIGGIN. Apparently not. [Inquiring of an associate.] No,
sir; we have not.

Mr. PECORA. What file or documentary evidence have you relating
to it?

Mr. WIGGIN. The question now is, the Chase Securities participa-
tion?

The CHAIRMAN. Yes, Chase Securities Corporation.
Mr. WIGGIN. They had a participation of 133,905 shares.
Mr. PECORA. What percentage does that represent; 16% percent?
The CHAIRMAN. Can't you tell us that, Mr. Wiggin ?
Mr. CONBOY. Mr. Pecora, we will have to obtain these data for

you, because the information we have immediately available is only
fragmentary with respect to this underwriting.

Mr. PECORA. Let us see how much Mr. Wiggin can tell us about
it. Have you anything to indicate the profit, in dollars and cents,
that accrued to the Shermar Corporation from its participation in
this syndicate. For that purpose I would refer you to a letter
that I understand you received, or the Shermar Corporation re-
ceived, on April 16,1929.

Mr. CONBOY. Have you a copy of the letter there?
Mr. PECORA. NO, sir.
Mr. CONBOY. I doubt if we have it, because, you know, we were

asked to bring down here the photostats of the letters that you
photostated from our files.

Mr. PECORA. We have not got this.
Mr. CONBOY. That is the reason I say I think we will have to

obtain this information for you, because our data are meager on this.
Mr. PECORA. I want to find out what evidence Mr. Wiggin can give

now from recollection.
Mr. CONBOY. All right, sir.
Mr. PECORA. YOU said before you have some recollection of this

underwriting syndicate.
Mr. WIGGIN. Yes, sir.
Mr. PECORA. NOW, do you recall, even approximately, the amount

of profit that was paid to the Shermar Corporation for its participa-
tion in that syndicate ?

Mr. WIGGIN. NO, sir.
Mr. PECORA. Was it a very substantial sum?
Mr. WIGGIN. I shonld say so.
Mr. PECORA. DO you recall who invited the Shermar Corporation

to take a participation in that syndicate?
Mr. WIGGIN. NO, sir.
The CHAIRMAN. DO you recall whether the Shermar Co. and the

Chase Securities Co., both together, had a 25 percent interest in the
transaction?

Mr. WIGGIN. I do not know, Senator.
Senator COTTZENS. Mr. Wiggin just testified a while ago to the

number of shares that both the Shermar Corporation and the Chase
had.

The CHAIRMAN. Yes.
Senator COUZENS. DO you have the total figures?
Mr. PECORA. The total figure is 1,130,000 shares, and the number

of shares which Mr. Wiggin gave representing the participation of
the Chase Securities Corporation and the Shermar Corporation would
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indicate that those two companies had, combined, a 25 percent par-
ticipation in that syndicate.

Mr. WIGGIN. That may be.
Senator COUZENS. What papers did you get those figures from,

showing the Shermar participation and the Chase participation?
You must have some file there that has to do with this matter.

The CHAIRMAN. YOU gave the number of shares of the Shermar
Corporation at 84,000, and the Chase Securities Corporation, 133,905.

Senator COUZENS. SO, it did not figure out one third and two
thirds?

Mr. PECORA. NO.
Senator COUZENS. SO, what papers has he got?
Mr. WIGGIN (after conferring with associates). I think Senator

Couzens asked a question which I have not answered.
Mr. PECORA. Yes.
Mr. WIGGIN. What is the question, please?
Senator COUZENS. I asked you what files you had here relating

to this pool or syndicate, or whatever it was.
Mr. WIGGIN. Apparently all we have is a photostatic copy of the

schedule furnished to Mr. Pecora.
Mr. PECORA. That schedule does not show the number of shares

allotted to the Shermar Corporation, does it?
Mr. WIGGIN. NO. That shows the Chase Securities participation.
Mr. PECORA. Yes.
Senator COUZENS. What was that?
Mr. WIGGIN. According to this memorandum, 133,905 shares.
Senator COUZENS. Did the Shermar Corporation have its partici-

pation out of that aggregate, or was it in addition to that ?
Mr. WIGGIN. I t was not out of this aggregate.
Senator COUZENS. I t was separate?
Mr. WIGGIN. Separate.
Senator COUZENS. HOW do you happen to have that, and you do not

have the Shermar participation?
Mr. WIGGIN. Because I haven't got it; that is all.
Senator COUZENS. YOU stated a while ago that the Shermar partic-

ipation was 84,000 shares, as I remember. Where did you get that
information?

Mr. WIGGIN. I am advised that they gave me that from behind,
but it is from some records that they have in another matter.

Mr. PECORA. Where are those records?
Mr. CONBOY, Mr. Pecora, so far as I am aware, information with

respect to this matter has never been requested from us. We are
willing to produce it for you. If you want it we will try to get it
for you tomorrow. That is what I told you some time ago. But this
is not information that we were requested to produce. This is an
underwriting account, and we were not asked to produce anything
with respect to it. If you want it, we will get it for you, but I think
it will save time to do that.

Mr. PECORA. Mr. Conboy, we came across this syndicate account
just a few days prior to the opening of the hearings here, and it
was shown on exhibit no. 20-2EEE, that was given us by the Chase
Corporation. You have a copy of that exhibit?

Mr. CONBOT. We have a copy of that here.
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Mr. PECORA. I t shows that an account dealing in the Sinclair
Consolidated Oil Corporation common stock to an aggregate of
1,130,000 shares was participated in by the Chase Securities Corpo-
ration to the extent of 133,905 shares.

Mr. CONBOY. Mr. Pecora
Mr. PECORA. From which the Chase Securities Corporation de-

rived a profit of $1,755,308.50. Now, we understand that one third
of the original participation allotted to the Chase Securities Corpo-
ration, which was a 25 percent participation in the entire syndicate,
was gpen by the Chase Securities Corporation to the Shermar Cor-
poration, and that the profits accruing to the Shermar Corporation
therefrom amounted to $877,654.25. Now, with those data before
you, will you be good enough to examine your records and see what
they show?

Mr. CONBOT. Mr. Pecora, this, as I understand it, was not a syn-
dicate dealing in the stock at all. I t was an original

Mr. PECORA. I t was what Mr. Wiggin called an underwriting.
Mr. CONBOY. I t was an original underwriting.
Mr. PECORA. All right.
Mr. CONBOY. We have never been requested to furnish information

about it.
Mr. PECORA. I am asking you about it now.
Mr. CONBOY. We will get it for you as soon as we can get it.
Mr. PECORA. I am referring you now to the particular account that

we want information about.
Mr. CONBOY. We shall have it for you.
Senator GOLDSBOROTJGH. Mr. Pecora, will you state the total amount

of profit that was made under that transaction ?
Mr. PECORA. I understand the total profit accruing to the entire

underwriting syndicate was $12,200,109.41.
Mr. CONBOY. We can neither affirm nor deny it, because we have

not the facts here.
Mr. PECORA. Our written request no. 5, Mr. Conboy, which was

turned over to the Shermar Investing Corporation by Mr. Ellis, of
our staff, under date of July 20, 1933, as I understand it, called
among other things, for the following data: List of all pools, joint
accounts, and syndicates in which the company or its representatives
participated, including the name of the security involved, the name
of all participants, and all details with respect to amount of par-
ticipation, and profit or loss thereon.

Mr. CONBOY. IS that what you say covers this situation?
Mr. PECORA. I have a carbon copy of that written request here,

from which I have just read. No information was given to us with
regard to this particular underwriting syndicate. Our attention to
its existence was derived from information that we got from the
files of the Chase Corporation.

Mr. CONBOY. My information is that Mr. Ellis requested that that
be withheld until the end. But whether it was so or not——

Mr. PEOORA. YOU gave us a reply, but the reply you gave us did
not include any reference to this particular account.

Mr. CONBOY. I confess I do not not know any reason in the world
why it should not have been given, and you shall have it just as fast
as we can get it here for you.
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Mr. PECORA. When do you think we can have it?
Mr. CONBOY. We will try to get it here for you tomorrow.
Mr. PECORA. All right. Meanwhile, can you tell us this, Mr.

Wiggin, about this particular underwriting. Was your corpora-
tion, the Shermar Corporation, invited to participate in it by the
Chase Securities Corporation or by any other entity or person?

Mr. WIGGIN. I do not know.
Mr. PECORA. I presume that however your participation was in-

vited, you will have correspondence bearing upon it among your
files, isn't that true?

Mr. WIGGIN That I do not know.
The CHAIRMAN. Let us look that up, and proceed.
Mr. CONBOY. Did not Mr. Ellis have all the correspondence that

was in that file, and only photostated that other letter ? That is the
information I have.

Mr. PECORA. We had nothing given to us in answer to our written
request which I have just read to you, which included any reference
to this underwriting, Mr. Conboy, and, as I said before, our atten-
tion was drawn to it by the inclusion of an account in Sinclair
Consolidated Oil Corporation common stock, in which a participation
was given to the Chase Securities Corporation, and in respect to
which information was given to us by the Chase Securities
Corporation.

Mr. CONBOY. We will have it for you, Mr. Pecora.
The CHAIRMAN. The committee will now take a recess until 2

o'clock.
(Whereupon, at 1:05 p.m., Tuesday, Oct. 31,1933, the subcommit-

tee recessed until 2 p.m. of the same day.)

AFTERNOON SESSION

Upon the expiration of the noon recess the hearing was resumed
at 2 p.m.

The CHAIRMAN. The committee will come to order. Proceed, Mr.
Pecora.

TESTIMONY OF ALBERT H. WIGGIN—Resinned

Mr. PECORA. Mr. Wiggin, do you recall ever participating in a
syndicate that dealt in the shares of the Standard Oil Co. of Indiana?

Mr. WIGGIN. I do not recall it, but it majr have been.
Mr. PECORA. When I refer to such a syndicate I mean to imply, of

course, that one of your three corporations was a participant in it, if
not yourself individually.

Mr. WIGGIN. Yes; I understand.
Mr. PECORA. Have you any recollection whatsoever of it?
Mr. WIGGIN. NO, sir. I could look it up.
Mr. PECORA. During the years 1928 and 1929, do you recall whether

or not the Shermar Corporation borrowed at various times substan-
tial sums from the Chase National Bank on collateral?

Mr. WIGGIN. I t borrowed occasionally from the bank. I haven't
the dates in mind, but I presume that it may have occurred in those
years.

Mr. PECORA. Have you any data which will give you the details
on any such borrowings?
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Mr. WIGGIN. I think so. 1928 and 1929 you are asking?
Mr. PECORA. I understand in 1928 that 7 loans were made by the

Chase National Bank to the Shermar Corporation, and in 1929
8 loans were so made to it, all on collateral, and that the total
amount of those borrowings was $11,820,000. I understand further
all these loans have been repaid in full. I would like to get par-
ticulars of the loans if you can readily furnish them to us from
your data.

Mr. WIGGIN (after conferring and examining documents). I
have a portion of it ready. What is the question?

Mr. PECORA. Details of the loans made by the Chase National Bank
in 1928 and 1929 to the Shermar Corporation.

Mr. WIGGIN. The Shermar Corporation borrowed on February
14, 1928, $825,000. On February 16 this loan was increased by the
amount of $1,840,000, making a total of $2,665,000.

On February 17 it was increased by $155,000, making a total of
$2,820,000.

On February 20 it was increased by $180,000, making a total of
$3,000,000.

On February 23 it was increased by $840,000, making $3,840,000.
On February 24 it was increased by $160,000, making it $4,000,000.
On March 6 two million was paid, making the balance due 2

million, and on March 22 the remaining 2 million dollars was paid,
paying off the entire loan.

On December 21, 1928, a million dollars was borrowed.
On January 3, 1929, $135,000 was paid, leaving it $865,000.
On January 4 the remainder, $865,000, was paid.
On October 30,1929, a loan was made of $620,000.
On October 31, 1929, an additional advance of $365,000 was made,

making a total of $985,000.
On November 1 an additional advance of $835,000 was made,

making a total of $1,820,000.
On November 4, $1,400,000 was paid, leaving a balance due of

$420,000.
On November 6 payment in full was made, $420,000, cleaning up

the loan.
On November 8,1929, a loan of $1,200,000 was made.
On November 9 an additional advance of $75,000, making a total

of $1,275,000.
On November 12 an additional advance of $350,000, making a total

of $1,625,000.
On November 13 an additional advance of $375,000, making a

total of $2,000,000.
On December 11 an additional advance of 3 million dollars was

made, making a balance of 5 million dollars.
Now there were no payments until later. You have only asked

about'28 and'29?
Mr. PECORA. Yes. But all of those loans were subsequently re-

paid in full?
Mr. WIGGIN. Those loans were all subsequently repaid in full,

and they were always secured by collateral by ample margin.
Mr. PECORA. Yes.
Mr. WIGGIN. And I might also add, specially authorized by the

board in all cases.
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Mr. PECORA. In the period between February 14 and February 24,
1928, both dates inclusive, the Shermar Corporation borrowed
moneys aggregating 4 million dollars from the Chase National
Bank, according to the figures you have just given us?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. DO you recall the purposes for which those loans

were sought and obtained by the Shermar Corporation ?
Mr. WIGGIN. I do not recall. I will investigate it if you would

like.
Mr. PECORA. Was it in order to enable the Shermar Corporation

to carry on any market activities in securities ?
Mr. WIGGIN. I t may have been. I would have to look it up to

see what they were doing.
Mr. PECORA. DO you know whether any of those activities included

transactions in the capital stock of the bank and the Chase Secur-
ities Corporation?

Mr. WIGGIN. I would have to look it up. It may have been.
Senator COUZENS. What other purposes would you borrow for, Mr.

Wiggin, except for that ?
Mr. WIGGIN. Well, he speaks only of Chase Bank stock. To buy

any securities might necessitate borrowing.
Mr. PECORA. NOW, the period between November 8 and December

11,1929, the total borrowings made by the Shermar Corporation from
the Chase National Bank aggregated $5,000,000, according to your
figures. Do you recall the special purposes for which those loans
were made to the Shermar ?

Mr. WIGGIN. I do not recall, but I can investigate and find out.
Mr. PECORA. Well, would you say that they were also to enable

the Shermar Corporation to engage in any market activities in
securities ?

Mr. WIGGIN. Very possibly.
Mr. PECORA. Did the Murlyn Corporation have any loans made to

it by the Chase National Bank in the year 1929 ?
Mr. WIGGIN. I will get that for you. [After conferring and

examining documents.] Mr. Pecora, we do not seem to locate that.
Don't you want me to use your figures ?

Mr. PECORA. The figures I have are as follows. See if you can
confirm them. On December 11, 1929, the Murlyn Corporation re-
ceived a loan of $3,000,000; on December 17, 1929, it received a fur-
ther loan of $1,000,000; and on December 18, 1929, it received a
further loan of $1,000,000, which would make an aggregate of
$5,000,000 of loans made to the Murlyn Corporation in one week's
time by the Chase National Bank. Have you any recollection of
those loans ?

Mr. WIGGIN. I found this memorandum. The important thing
you want is that there was 5 million on December 11 ?

Mr. PECORA. NO.
The CHAIRMAN. Three million.
Mr. PECORA. The first loan was made on December 11, 1929, for

$3,000,000, the next one on December 17, for $1,000,000, and the
other one on December 18 for $1,000,000.

Mr. WIGGIN. My memorandum does not seem to agree. Wait a
second and we will find the one that does agree.
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Mr. PECORA. Mr. Wiggin, you might see if the last two loans of
$1,00,000, each made to the Murlyn Corporation, were made on De-
cember 17 and December 18 of the year 1930 instead of the year 1929.

Mr. WIGGIN. That is correct. I find that.
Mr. PECORA. Then between November 8, 1929, and December 11,

1929, loans aggregating 8 million dollars were made by the Chase
Bank to the Shermar Corporation and the Murlyn Corporation; is
that correct ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. DO you recall any particular operations or activities

of those two companies in that period of a little over 1 month thai
necessitated borrowings aggregating $8,000,000 for their account?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. What were those operations or activities?
Mr. WIGGIN. I cannot give you all the operations, but I think I

can give you the one that may be of interest to you.
Mr. PECORA. All right, sir.
Mr. WIGGIN. I t was for the purchase of Chase Bank stock.
Mr. PECORA. Were the proceeds of all these loans used for that

purpose in that period of time ?
Mr. WIGGIN. I don't think so.
Mr. PECORA. About what proportion of the $8,000,000 was so used?
Mr. WIGGIN. I think $6,588,430.
The CHAIRMAN. DO you know what you paid for the stock?
Mr. WIGGIN. $155 a share.
Mr. PECORA. Were those open market transactions?
Mr. WIGGIN. NO, sir; that was bought from Metpotan Corporation.
Mr. PECORA, From the Metpotan Corporation. Was the stock held

by the Shermar Corporation and the Murlyn Corporation for any
period of time?

Mr. WIGGIN. I t was held by the Murlyn Corporation until it
merged with the Shermar Corporation,

Mr. PECORA. And that was when?
Mr. WIGGIN. February 4, 1931.
The CHAIRMAN. What rate of interest did you pay on these bor-

rowed amounts from the Chase?
Mr. WIGGIN. I will have to look it up. I t varied from time to

time.
Senator COTJZENS. Did your bank, Mr. Wiggin, keep any record of

the percentage of loans that were made to brokers and industries and
investment houses separately?

Mr. WIGGIN. Well, they usually carried—yes; I think they could
tell you from day to day how much was loaned to the " Street", as
we call it.

Senator COTJZENS. That is not exactly what I had in mind. I saw
a chart the other day of a trust company in the interior where it
showed, out of the total loans that the trust company or bank had
out, only 2 percent of them were made to industry, and the rest were
in the form of speculation or investment houses or markets, so-
called. Did you keep any records that would indicate that?

Mr. WIGGIN. I do not think they have a map which would show
that. But it is very much larger than that, because we had a great
many commercial customers and we took good care of them always.
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Senator COUZENS. But you do not know what percentage of your
loans were made in that classification.

Mr. WIGGIN. I cannot give you the percentage.
Mr. PECORA. YOU told us heretofore in the course of your testi-

mony that in the years 1928 to 1932, both inclusive, Metpotan
Corporation entered into various trading accounts dealing with the
stock of the Chase National Bank, and that one of the main pur-
poses for the operation of those trading accounts was to enable the
Metpotan Corporation to obtain a wider distribution of the capital
stock of the Chase National Bank. In view of that, why did the
Metpotan Corporation sell to you in that month, between Novem-
ber 8 and December 11, 1929, over $6,000,000 worth of capital stock
of the bank if at that time it was engaged in trading accounts with
others to obtain a wider distribution of bank stock?

Mr. WIGGIN. I do not know that it was engaged at that time.
But the reason they sold it was that they accumulated the stock
and did not want it, and wanted to get rid of it, and they sold it at
a price which has never been equaled since.

The CHAIRMAN. Did it ever go higher than that?
Mr. WIGGIN. I t might have in the next day or two, but it sub-

stantially was the high point since that date.
Mr. PECORA. On March 7, 1930, according to the exhibit hereto-

fore introduced in evidence, marked " Committee's Exhibit 80 ", of
October 27, 1933, the market quotations on the Chase Bank stock
were 176 bid, 179 asked.

Mr. CONBOY. What month is that?
Mr. PECORA. March 7, 1930.
Mr. CONBOY. We have not the spread for that. We have only got

the spread over the month, from 155 to 181. Is that a particular
day's spread?

Mr. PECORA. This is shown on the exhibit that we submitted to you
for your confirmation when we offered it in evidence last Friday.

Mr. CONBOY. YOU are quite right—176 to 179 is right.
Mr. PECORA. 176 bid, 179 asked. Incidentally, I will give the

quotations, from this exhibit no. 80, of the Chase Bank stock be-
tween November 11, 1929, and March 7, 1930. On November 11, 160
bid, 167 asked; December 31, 154 bid, 159 asked; January 7, 160
bid, 164 asked; March 7,176 bid, 179 asked.

How many shares did you buy in the period between November 8
and December 11,1929, from the Metpotan Company with the moneys
that Shermar borrowed from the Chase National Bank ?

Mr. WIGGIN. 42,506 shares.
Mr. PECORA. AS a matter of fact, was not that the number of

shares that the Shermar Corporation, about that time, went short on
in the open market?

Mr. WIGGIN. I t was the number of shares that they were short on*
They did not start at that time.

Mr. PECORA. I do not hear you, sir.
Mr. WIGGIN. They were short at that time, that amount.
Mr. PECORA. Were they made by you to cover the short sales?
Mr. WIGGIN. They were made by the Murlyn.
Mr. PECORA. TO enable the corporation to cover those short sales?
Mr. WIGGIN. I t was to protect that company on those short sales.
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Mr. PECORA. TO protect its short position?
Mr. WIGGIN. Yes.
Mr. PECORA. Over what period of time had that short position

developed ?
Mr. WIGGIN. The short sale started on September 19.
Mr. PECORA. 1929?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And continued until when?
Mr. WIGGIN. The short account was continued until May 1931,

on the Shermar books.
Mr. PECORA. Until May when?
Mr. WIGGIN. May 1931,1 think.
Mr. PECORA. At what point had a short position in 42,506 shares

developed in trading with the Murlyn Corporation in bank stock?
Mr. WIGGIN. The Murlyn did not have a short account.
Mr. PECORA. Which one of your corporations had it ?
Mr. WIGGIN. The Shermar Corporation.
Mr. PECORA. At what date had the short position developed to the

extent of 42,506 shares?
Mr. WIGGIN. December 2, 1929,1 am informed.
Mr. PECORA. Then this short position commenced about a month

before the more or less famous market price of October 26, 1929?
Mr. WIGGIN. I t began; yes.
Mr. PECORA. I suppose you made them because you read the

financial skies and concluded that the trend was going to be down-
ward in the value of the Chase Bank stock?

Mr. WIGGIN. I do not think I was wise enough for that.
Mr. PECORA. YOU did sell it short commencing with September?
Mr. WIGGIN. Yes; and I did think that the bank stock market was

high and I did want a buying power for that bank stock.
Mr. PECORA. And you developed that buying power through the

operations of your own private corporation at what proved to be
eventually a substantial profit to your corporation?

Mr. WIGGIN. On that transaction; yes, sir.
Mr. PECORA. DO you consider that an ethical practice for the head

of a bank to engage in ?
Mr. WIGGIN. I think it is commendable to provide a buying power

for your own stock. Incidentally, as I have stated, at the end of
1932 we still had practically 200,000 shares that dropped from those
very high prices to $40.

Mr. PECORA. If it was commendable, why did not'the Metpotan
Corporation make those short sales at a profit to itself instead of
at a profit to your private corporation?

Mr. WIGGIN. They were long on stock and they wanted to sell.
They did not want to sell more than they had. They could have.

Mr. PECORA. Those short sales that the Shermar Corporation made
at that time could have been made by the Metpotan Corporation ?

Mr. WIGGIN. I do not suppose there is any legal reason for not
doing it.

Mr. PECORA. What is that?
Mr. WIGGIN. I do not think there is any legal reason for their not

doing it.
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tyLr. PECORA. NO. YOU made them in behalf of the Shermar Cor-
poration because you thought they would eventuate profitably for
the Shermar Corporation, did you not?

Mr. WIGGIN. I hoped they would eventually be profitable, but I
wanted to be in a position to have somebody buy stock when it
was offered.

Mr. PECORA. That position could have been taken by the Metpotan
Corporation equally as well?

Mr. WIGGIN. I think so, if they had wanted to. Somebody would
have had to loan them the stock. You understand, we always had in
the family a great deal more stock than this sale.

Senator GORE. HOW much more? Do you happen to know?
Mr. WIGGIN. At the time of that short sale of 42,000 shares, there

were 116,000 shares left after the sale.
Senator GORE. Owned by you and the members of your family?
Mr. WIGGIN. Yes, sir.
Senator GORE. HOW much of the stock do you hold now; you and

your family?
Mr. WIGGIN. I cannot tell you at the moment, but at the end of

the 1932 period it was 194,000 shares.
Senator GORE. YOU bought part of that when it was down, I

suppose?
Mr. WIGGIN. I think that purchase referred to was the big pur-

chase. There were other purchases at different dates, probably, at
lower prices.

Mr. PECORA. Have you a present recollection, Mr. Wiggin, of ever
entering into any syndicate, joint, or trading account with Colonel
Stewart, one time chairman of the board of the Standard Oil Co. of
Indiana?

Mr. WIGGIN. NO, sir.
Mr. PECORA. When I ask that question about you I include in the

reference to you your private corporations.
Mr. WIGGIN. I understand.
Mr. PECORA. And the answer is, no?
Mr. WIGGIN. The answer is, no.
Mr. PECORA. DO you think, Mr. Wiggin, it is a sound and ethical

policy for a national bank to make loans to individuals among its
officers or directors to enable those officers or directors, either indi-
vidually or through the medium of private corporations, to engage
in market activities in connection with the stock of the bank itself?

Mr. WIGGIN*. I think so, as long as the loans are properly secured
and have nothing to do with the stock of the bank—I mean, as long
as the collateral has nothing to do with the stock of the bank. I
think it is highly desirable that the officers of the bank should be
interested in the stock of the bank.

Mr. PECORA. It is a practice that you would commend to banks?
Mr. WIGGIN. Yes. sir.
Mr. PECORA. TO loan its funds to officers to enable those officers to

undertake individual transactions in the stock of the bank for their
individual account?

Mr. WIGGIN. I think it is commendable for the officers of the
bank to be interested in the institution for which they are working,
and I think it is entirely commendable and proper for the bank, on
proper collateral, to loan to its officers.
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Mr. PECORA. For that purpose?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. That is, for the purpose of engaging in market

activities in the stock of the bank?
Mr. WIGGIN. Yes, sir.
Senator GORE. YOU know that the Glass Act prohibited banks

from lending to their officers?
Mr. WIGGIN. I understand so.
Senator GORE. DO you think that was a mistaken policy ?
Mr. WIGGIN. I think it is much better, if a person is going to

borrow money, to borrow it from his own bank, where all the
directors know all about it, than it is to do it outside.

Senator GORE. YOU do not think there might be any good fellow-
ship between the officers so that they would lend more to officers
than they ought to lend?

Mr. WIGGIN. They should not do that, anyway.
Mr. PECORA. DO you think where a number of the officers of the

bank were under personal obligation to you or to your private
corporation that they were in position to exercise an independent
judgment in behalf of the bank in transactions between the bank
and you or your corporation?

Mr. WIGGIN. I certainly do. Mr. Pecora, I ought to state that
all loans to officers or their families were always passed on especially
by the directors of the bank.

Mr. PECORA. I know that; but a number of those members of the
board of directors were personally indebted to you or your corpora-
tion, were they not?

Mr. WIGGIN. A number of the directors of the bank? No; one or
two, perhaps.

Mr. PECORA. Were there not more than one or two?
Mr. WIGGIN. Of the directors of the bank? I do not think so.
Mr. PECORA. Or the officers?
Mr. WIGGIN. I would have to count them up to say just who were

directors.
Mr. PECORA. This morning you referred by name to more than one

or two.
Mr. WIGGIN. But you are now speaking of the directors of the

bank.
Mr. PECORA. Directors or officers.
Mr. WIGGIN. Of the bank?
Mr. PECORA. Yes.
Mr. WIGGIN. There were a great many. You see, there were some

80 directors.
Senator GORE. I t happens that I was the author of that amend-

ment to prohibit banks from loaning to their officers, based on rather
lengthy investigations I had made into the cause of bank failures,
and my advices were that some 30 or 33 percent, perhaps, of bank
failures were due to loans of that character.

Mr. WIGGIN. Of course those loans were not adequately secured,
and I do not suppose they were passed on especially by the directors
of those banks; otherwise probably they would not have been made.
I t could be abused if it was not properly handled. But I think it
is much better for the directors of the bank to know where their offi-
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cers are borrowing, and all about it, and to pass on it, than to have
them go outside and do it.

Mr. PECORA. From data that we have gathered from reports of
the Chase National Bank, or, rather, from reports of examinations
of the Chase National Bank made on behalf of the Clearing House
of the city of New York, it appears that in the year 1927 the
aggregate amount of loans made to corporations, enterprises, and
syndicates in which directors, trustees, or officers of the bank were
interested, was $64,522,205, and that the aggregate amount of simi-
lar loans made in the year 1929 was $62,668,500, and that for the
year 1932 the aggregate amount of such loans was $66,643,402.
Would that accord with your recollection generally?

Mr. WIGGIN. I have no recollection on the point.
Mr. PECORA. Have you a copy of the clearing-house reports of

your bank available to you ?
Mr. WIGGIN. Yes, sir; I have the 1927 figure before me.
Mr. PECORA. What is that figure?
Mr. WIGGIN. $64,522,205. Just a minute. [Consulting with asso-

ciates.]
Mr. PECORA. For the year 1929 have you the amount of such

loans?
Mr. WIGGIN. I have the 1929 list. You understand, Mr. Pecora,

that this list is not a list of loans to directors.
Mr. PECORA. NO. I did not say that they were. I said that they

were loans to corporations, enterprises, and syndicates in which
directors or officers were interested.

Mr. WIGGIN. Not syndicates, are they? Loans to companies in
which directors have some interest. Is that right? Is that what
you mean?

The CHAIRMAN. Yes; and others.
Mr. WIGGIN. Let me read the list of names of these companies.

May I do that?
Mr. PECORA. GO ahead.
Mr. WIGGIN. American Hide & Leather Co., American Ship &

Commerce Co., Armour & Co., Austin, Nichols & Co., Bankers Bond
& Mortgage Guaranty Co. of America, Brooklyn-Manhattan Transit
Co., Inc., Burns Bros. Chase Safe Deposit Co., Chicago Pneumatic
Tool Co., Consolidated Selling Co., Inc.

Cuba Cane Sugar Co. acceptance.
Co. Azucarera Cent. Miranda (some Spanish sugar company),

guaranteed by the Warner Sugar Co.
Danville Structural Steel Co., Inc., Pa.
Eastern Manufacturing Co.
Fidelity Sugar Co.
Fidelity Sugar Co., Cuban office.
Finance Co. of Great Britain & America, Ltd.
General American Tank Car Corporation.
General Motors Acceptance Corporation, three items.
Hudson Coal Co.
International Agricultural Corporation.
International Motors Co. & Mack Truck, Inc.
International Paper & Power Securities Co., Inc.
Louisiana & Arkansas Railway Co.
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New York, Ontario & Western Railway.
New York State Holding Co.
Prudence Co., Inc.
Punta Alegre Sugar Co. & Associated Cos.
Seaboard Air Line Railway.
Standard Oil Co. of New York.
Texas Co.
Union Mortgage Co.
Union Guaranty & Mortgage Co.
Wickwire, Spencer Steel Corporation, Inc.
William Iselin & Co.
You see these are the regular customers of the bank.
Mr. PECORA. NOW are those loans carried on the report of the

examiner of the clearing house association as loans to corporations,
enterprises, and syndicates in which directors, trustees, or officers
are interested?

Mr. WIGGIN. Yes, sir; he makes a special mention of that.
Mr. CONBOY. Mr. Pecora, that is the heading of the sheet
Mr. PECORA. That is the heading of the sheet
Mr. CONBOY. Just excuse me a minute. That is the heading of

the sheet on which the loans to the corporations are entered.
Mr. PECORA. On the sheet of the clearing house association exam-

iner's report entitled " Loans to corporations, enterprises, and syn-
dicates in which directors, trustees, or officers are interested" is
listed a series of loans aggregating $64,522,205.

Mr. CONBOY. TO the corporations named on the sheet.
Mr. PECORA. I have simply said that that is the way they are

reported by the examiner of the clearing house association. I am
taking literally the language of the report of the examiner.

Mr. CONBOY. The loans to corporations are listed on a sheet the
heading of which is what you have read.

Mr. PECORA. That is exactly what I have said.
Mr. WIGGIN. Mr. Pecora, so that there will not be any misunder-

standing; the list I read is the 1929 list, and I think you have a
different date.

Mr. PECORA. I have the list of the examination reported as of
July 6,1927.

Mr. WIGGIN. Yes.
Mr. PECORA. That is the list I have questioned you about.
Mr. BISBEE. Yours is 1927. This is 1929.
Mr. WIGGIN. Would you like the names of the directors inter-

ested in those corporations read into the record?
Mr. PECORA. From the 1927 report?
Mr. WIGGIN. Well, either one you want.
Mr. PECORA. Let us take the 1927 report first.
Senator COUZENS. Include the syndicates, too, as well as the cor-

porations?
Mr. WIGGIN. Everything on the list.
The loan to the American Hide & Leather Co. The director or

officer interested in that company was E. E. Tinker.
The loan to the American Ship & Commerce Corporation. The

directors interested in that corporation, or the individuals that were
directors
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Mr. PECORA. NOW wait a minute. The first loan that you men-
tioned; was the loan to the American Hide & Leather Co.?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Was that a collateralized loan?
Mr. WIGGIN. NO, sir.
Mr. PECORA. I t was not. Now was the loan to the American Ship

& Commerce Corporation a collateralized loan?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And the directors or officers of the bank interested in

that company were Carl J. Schmidlapp and Gerhard M. Dahl ?
Mr. WIGGIN. They were the directors in that company; yes.
Mr. PECORA. NOW the next loan that appears in the report of the

clearing house association examiner was a loan to the American
Waterworks Electric Co., the interested director or officer being Ed-
ward R. Tinker ?

Mr. WIGGIN. Correct.
Mr. PECORA. Was that a collateralized loan?
Mr. WIGGIN. NO, sir.
Mr. PECORA. NOW the next one was to Armour & Co., and the

interested director or directors or officers were A. H. Wiggin and
F. Edson White?

Mr. WIGGIN. Yes, sir. They were directors of Armour & Co.
Mrs PECORA. Was that a collateralized loan?
Mr. WIGGIN. NO, sir.
Mr. PECORA. What was the amount of that loan ?
Mr. WIGGIN. $4,000,000. Commercial paper.
Senator COUZENS. Were you getting $40,000 a year at the time that

that loan was made ?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Has that loan been wholly paid ?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. NOW, the next loan was to Austin, Nichols & Co.

The interested director or officer of which was Carl J. Schmidlapp^
Mr. WIGGIN. Yes, sir; he. was a director.
Mr. PECORA. Was that a collateralized loan?
Mr. WIGGIN. NO, sir.
Mr. PECORA. And that was a million-dollar loan?
Mr. WIGGIN. Yes, sir. Commercial paper.
Mr. PECORA. NOW, the next was to the Botany Worsted Mills, the

interested officer or director being Elisha Walker?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Was that a collateralized loan?
Mr. WIGGIN. NO, sir. Commercial paper.
Mr. PECORA. That was a million-dollar loan, too, wasn't it?
Mr. WIGGIN. Yes, sir. You see those commercial concerns do not

ordinarily give collateral. I t comes under the heading of commercial
paper.

Senator COUZENS. That is all rediscountable though, is it not?
Mr. WIGGIN. All rediscountable.
Mr. PECORA. NOW, there is a loan to the Botany Consolidated Mills,

the interested officer or director of which was Elisha Walker?
Mr. WIGGIN. Yes, sir.
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Mr. PECORA. That was collateralized?
Mr. WIGGIN. Yes, sir.
Mr. PEOORA. Then there was an uncollateralized loan to the Brook-

lyn-Manhattan Transit Corporation, the interested directors or
officers in that being yourself and Mr. Dahl?

Mr. WIGGIN. Yes, sir.
The CHAIRMAN. HOW much?
Mr. PECORA. That was a loan of $2,600,000?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And a further loan of $1,200,000 to the same company,

the Brooklyn-Manhattan Transit Corporation?
Mr. WIGGIN. Yes, sir.
Senator COTJZENS. Has that been paid?
Mr. PECORA. Has that been paid in full?
Mr. WIGGIN. I cannot tell whether this loan has been paid in full

or not. The B.M.T. is still a borrower.
Mr. PECORA. The next one listed is a loan to Burns Bros. The

interested officer or director being Carl J. Schmidlapp. Was that
collateralized?

Mr. WIGGIN. NO, sir.
Mr. PECORA. Then there was one to Case, Pomeroy & Co., the inter-

ested officer or director being Jeremiah Milbank?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. That was collateralized?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Then there was a loan to the Certain-Teed Products,

the interested director or officer being Elisha Walker?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. That was not collateralized?
Mr. WIGGIN. NO, sir.
Mr. PECORA. Then there was a loan to the Chase Securities Cor-

poration and six brokers aggregating $19,707,000. What was the
purpose of that loan? Do you know?

Mr. WIGGIN. I do not know.
Senator COTJZENS. What was the limit that you could loan under

the law ?
Mr. WIGGIN. $29,000,000; I think it was.
Mr. PECORA. $29,000,000 to any one borrower?
Mr. WIGGIN. Yes, sir.
Senator COTTZENS. TO any one borrower ?
Mr. WIGGIN. NO; wait a minute. Am I right on that amount?

I think that is right; 28 million dollars and a fraction.
Mr. PECORA. Then listed here is a loan to the Cuba Cane Sugar

Corporation, $1,800,000, which was not collateralized; is that right?
Mr. WIGGIN. That is right, sir.
Mr. PECORA. And another loan of $736,600 to the same corporation,

which was collateralized ?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And the interested directors or officers there were

Carl J. Schmidlapp and Gerhard M. Dahl?
Mr. WIGGIN. Yes, sir.
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Mr. PECORA. Then there was a collateralized loan to the General
Motors Acceptance Corporation of $5,500,000?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. The interested director or officer being Alfred P.

Sloan, Jr.?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And then there was an uncollateralized loan of $200,-

000 to Havemeyer & Elder, Inc., is that right?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And the interested director or officer there was W. O.

Havemeyer?
Mr. WIGGIN. H. O. Havemeyer; yes. That is a misprint.
Mr. PECORA. And then there was a loan of $2,000,000 to the Inter-

national Paper Co., which was uncollateralized?
Mr. WIGGIN. That is right.
Mr. PECORA. The interested director or officer of that corporation

being A. H. Wiggin?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And then there was a loan of about 6*4 million dol-

lars to the International Securities Co., which was collateralized?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And you were the interested officer there ?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Then there was a loan of $502,083 to the Continental

Paper Bag Mills, which was not collateralized ?
Mr. WIGGIN. Eight.
Mr. PECORA. And you were the interested officer there?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. Then there was a loan of 1*4 million dollars to the

Kansas City Southern Railway Co., which was collateralized, and
the interested director being L. F. Loree?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Then there was an uncollateralized loan of one-half

million dollars to the Knox Hat Co., the interested officers or
directors being E. R. Tinker and Robert I. Barr ?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And then there was an uncollateralized loan of $725,-

000 to the Lee Tire & Rubber Co., the interested director or officer
being S. H. Miller?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And then there was an uncollateralized loan of $575,-

000 to the New York, Ontario & Western Railroad Co., the interested
director being L. F. Loree?

Mr. WIGGIN. I t is so reported, but I do not think he had the
slightest interest in that company.

Mr. PECORA. Well, he is so reported bjr the examiner.
Mr. .WIGGIN. Yes. I think it is a mistake, however. I want to

say that in justice to Mr. Loree.
Mr. PECORA. Then there was a collateralized loan of 2 million

dollars made to the North American Theaters Inc., the interested
officer or director being Jeremiah Milbank?

Mr. WIGGIN. Right.
Mr. PECORA. Then there was a loan of $750,000, which was col-

lateralized, made to the Pierce Arrow Finance Corporation, the
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interested officers or directors being Carl J. Schmidlapp and Gerhard
M. Dahl?

Mr. WIGGIN. Yes, sir.
Mr. PECORA*. Then there was an uncollateralized loan of $250,000

to the Punta Alegre Sugar Co., the interested director being E. V.
E. Thayer?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Then there was a collateralized loan of $2,275,000

to the same corporation; is that right?
Mr. WIGGIN. Yes. sir.
Mr. PECORA. Then there was an unsecured loan of $900,000 to the

Eemington Arms Co., Inc., the interested directors being William
E. S. Griswold and S. F. Pryor?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And then there was an unsecured loan of 2 million

dollars made to the Texas Co., the interested directors being James
M. Hill and Amos L. Beaty?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Then there was an unsecured loan of $200,000 to the

Union Mortgage Co., and a further unsecured loan of $100,000
to the Union Guaranty & Mortgage Co., the interested director
in both cases being George E. Warren?

Mr. WIGGIN. Yes, sir.
Mr. PEOORA. Then there was an unsecured loan of $335,000 to

Wilson & Co., Inc., the interested officers or directors being E. K.
Tinker and Elisha Walker?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. Then there was an unsecured loan of $932,933 to

W. & S. Sloane, the interested officer or director being William E. S.
Griswold ?

Mr. WIGGIN. Yes, sir.
Mr, PEOORA. Then there was a secured loan of $313,000 plus to the

Wickwire Spencer Steel Co., the interested officer or director being
S. F. Pryor?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. NOW, as I understand it, the aggregate amount of all

other domestic loans made during the year 1927 by the Chase Bank
was $351,899,122?

Mr. WIGGIN. On that same date, do you mean ?
Mr. PECORA. For the same year; yes. Shown in this same report.
Mr. WIGGIN. YOU see this is just one date in the year.
Mr. PECORA. Yes.
Mr. WIGGIN. I have not that figure.
Mr. PECORA. Well, it is in the same report.
Mr. WIGGIN. I had not got that. Where does that come in, Mr.

Pecora? I t will save time if you will tell me. I will ask what is
the question pending.

(Thereupon the question was read by the shorthand reporter as
above recorded as follows:)

Mr. PECORA. NOW, as I understand it, the aggregate amount of aU other do-
mestic loans made during the year 1927 by the Chase Bank was $351,899,1221

Mr. CONBOY. That cannot be right.
The CHAIRMAN. What foreign loans were made in 1927?
Mr. WIGGIN. Well, I will have to look it up. I do not know.
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Senator COUZENS. In view of that list you have got, Mr. Pecora,
I would not call all those loans that they made domestic loans, would
you?

Mr. PECORA. They are so denominated, all of them; domestic
loans.

Senator COUZENS. I see some of them were made to Cuban concerns.
Mr. PECORA. "All other domestic loans."
Mr. CONBOT. Where do you get that expression "All other domestic

loans"?
Mr. PECORA. In the report here.
Mr. CONBOY. I have got the report here, but I do not find that

expression. I see "All other loans."
Senator COUZENS. I doubt if that is a correct description—"do-

mestic loans."
Mr. PECORA. NO ; because some of those read to the witness were

not domestic loans.
Mr. CONBOY. IS it so characterized on the report itself? I cannot

see that on the report itself. I cannot see any such characterization
on the report itself.

Senator COUZENS. Maybe the officer made a mistake in putting
" domestic " in there.

Mr. WIGGIN. Mr. Pecora, you understand that where they listed
these loans—for instance, take the American Hide & Leather Co.—
and then put Mr. Tinker's name down against it—he was a director
in the bank, and he happened to be a director in this other company
also.

Mr. PECORA. Yes.
Mr. WIGGIN. The loan was not made to him in any way.
Mr. PECORA. NO; I know that. The loan was to the corporation

whose name was read, and the individual whose name was read was
the individual who was interested in the corporation, and who was
also an officer or director of the Chase Bank at the time of the making
of the loan. It is so understood.

Mr. WIGGIN. Yes. He was a director in both.
Mr. PECORA. Yes.
Mr. PECORA. All right.
Mr. WIGGIN. But I do not want to let anybody get the idea that

the reason these loans were made was because these men were direc-
tors. They would probably have been made anyway, whether direc-
tors or not, if we had the business from the companies.

Senator COUZENS. What effect would it.have on the banking busi-
ness if the Congress were to enact a statute prohibiting bank officers
from borrowing money at all?

Mr. WIGGIN. Well, I don't know.
Senator COUZENS. YOU don't know?
Mr. WIGGIN. NO.
Mr. CONBOY. DO you mean borrowing in their individual capacity ?
Senator COUZENS. Yes. The examination I have made of some

national banks indicates to me that one of the curses of the situation
as I found it was that all the officers and hundreds of the employees
were indebted to the banks. I t seems to me that a statutory provi-
sion prohibiting bank employees from borrowing money would be
very salutary.
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Senator TOWNSEND. From their own bank, do you mean?
Senator COUZENS. From anywhere.
Mr. WIGGIN. Well, I wouldn't know how to answer what the effect

would be.
Senator COTJZENS. DO you think that would be a salutary statute

or not?
Mr. WIGGIN. I do not know what the effect would be.
Senator COTJZENS. One reason I asked you that question is because

I agree with your view that if bank employees and officers are going
to borrow at all they better borrow from their own bank, because
there is too much favoritism existing between banks when one officer
is borrowing from another bank and back and forth. I am of the
opinion that if bank officers are adequately paid, and they seem to
be, they ought to keep out of debt if they are going to be trustees
of the deposits.

The CHAIRMAN. The trouble about the law now in effect is that,
whereas it prohibits officers of a bank from borrowing from their
own bank, there is no law that prohibits an officer of one bank from
borrowing from another bank, thus enabling the officer of the other
bank to come forward and borrow from his bank. That is the way
they manage it, I think> now.

(Senator COUZENS. Did you ever sell any of this Chase Bank stock
to any of the employees of your bank or employees of the Chase
Securities Corporation?

Mr. WIGGIN. DO you mean, did the bank arrange to have the
employees buy stock?

Senator COUZENS. Either the bank or the Chase Securities Cor-
poration.

Mr. WIGGIN. Yes, sir.
Senator COUZENS. TO how many employees did you sell stock; I

mean employees of both corporations ?
Mr. WIGGIN. I don't know, but I could ascertain it.
Senator COUZENS. I should like to know, and I should also like to

know, if you can give it to me, the price at which the stock was sold,
and whether you got cash for it or it was sold on the installment
plan, and where sold on the installment plan how long the employees
were given to pay for it.

Mr. WIGGIN. Some paid cash, and there was an installment plan
also. I can get that information for you.

Senator COUZENS. Was there any protection to the employee as
to the price he paid?

Mr. WIGGIN. NO, sir.
Senator COUZENS. In other words, he took the chance of the stock

going up or down, and he did it at the same time, apparently, when
his chiefs were forming pools and creating markets and buying and
selling. In other words, he was just sitting on the outside and was
not familiar with what was going on in the inside.

Mr. WIGGIN. There was no overlapping. There was nothing that
would ever work against the employees' interests.

Senator COUZENS. NOW, that is something I am going to persist in
getting an answer to, that nothing happened to the detriment of
the employee. My information is quite to the contrary, Mr. Wiggin,
so I hope your staff will get for us some information in connection
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with the sales of stock, and the prices at which you sold Chase
National Bank stock and Chase Securities Corporation stock, to
employees of both corporations.

Mr. WIGGIN. We can get all that.
Mr. PECORA. With respect to that
Mr. WIGGIN (continuing). But don't misunderstand me. While

thay paid more for that stock than it is worth today, yet at the
time when we did it we thought we were doing them a favor.

Mr. PECORA. Has the bank released them from their contracts
to pay for this stock?

Mr. WIGGIN. NO, sir.
The CHAIRMAN. Was there any pressure brought to bear on em-

ployees to buy the stock?
Mr. WIGGIN. NO, sir.
The CHAIRMAN. They sought the stock, then?
Mr. WIGGIN. Yes, sir; they sought the stock.
Senator COUZENS. When you say that, do you mean to say that

they were never asked to buy the stock?
Mr. WIGGIN. Well, I don't know that they ever were.
Senator COUZENS. I think you will find upon investigation that

they were asked to purchase the stock., And undoubtedly, as you
say, some of them sought an opportunity of buying, while others
were asked to buy.

Mr. PECORA. Over what period of time were the installment pay-
ments required to be made by the employees of the bank who sub-
scribed for shares of stock on the installment-payment plan?

Mr. WIGGIN. I will find out. [Inquiring of an associate.] Now I
will ask that the question be read.

Mr. PECORA. The committee reporter will read the question to you.
[Which was done.]

Mr. WIGGIN. There was a 20-percent payment, and final payment
in 5 years.

Mr. PECORA. When was this plan put into effect ?
Mr. WIGGIN. The first definite plan that I can tell you about was

in December—on December 27, 1927, and the advances were made
by the Metpotan Corporation

Mr. PECORA (interposing). Speak a little louder.
Mr. WIGGIN. The advances were made by the Metpotan Securities

Corporation, and the plan called for a 20-percent payment, and final
payment within 5 years.

Mr. PECORA. Well, were those installment purchase contracts made
with the employees of the bank by the Metpotan Securities
Corporation?

Mr. WIGGIN. They advanced the money; yes, sir.
Mr. PECORA. They advanced the money to the bank for the stock,

and then sold the stock to the employees on the installment purchase
plan?

Mr. WIGGIN. NO; they advanced the money to the individuals.
The individuals borrowed their money from the Metpotan Securities
Corporation to pay for the stock.

Mr. PECORA. I thought the individuals purchased on a 5-year pay-
ment installment plan.

Mr. WIGGIN. That is right; to the Metpotan Securities Corporation.
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Mr. PECORA. What moneys were advanced? Do you mean the
initial 20 percent ?

Mr. WIGGIN. The money advanced was the difference between the
20 percent they paid and what the stock cost them.

Senator COUZENS. Advanced to whom ? Where was the stock pur-
chased from that was sold to the employees on which the Metpotan
Securities Corporation furnished the money?

Mr. WIGGIN. I t first started when the merger with the Mutual
Bank took place, and we went to the stockholders and asked them
if they would waive their rights to certain odd amounts of their
shares, so that we could let the employees of the institution buy.
We thought we were doing a wonderful thing for them. They all
wanted it, and we thought that we were doing a fine thing for them.

Senator COTXZENS. At what price was the stock sold? Was it sold
at varying prices depending upon the time when sold?

Mr. WIGGIN. I t was at a fixed price at the time.
Senator COUZENS. There was a fixed price?
Mr. WIGGIN. I will find that out. [Inquiring of an associate.]

I t was at the time of the increase in the stock because of the merger
with the Mutual Bank. The increase in the stock was offered to the
existing shareholders at $325 a share. This is old stock, you under-
stand, Mr. Pecora.

Mr. PECORA. That was the $100 par value stock?
Mr. WIGGIN. Yes, sir. We asked the stockholders to waive their

rights on the fractional amounts so that we could sell it to our bank
men at $425 a share.

Senator COUZENS. What was the $325 a share price ?
Mr. WiGGnsr. That was the price to the stockholder for his right

to the pro rata share increase.
Senator COUZENS. What became of the difference between the $325

a share and the $425 a share?
Mr. WIGGIN. I t went to the bank's surplus account.
Senator COUZENS. Yet you thought that was generous to your

employees.
Mr. WIGGIN. We thought so, because the market price was higher

at that time.
Senator COUZENS. Oh. The market price of the stock was higher

then?
Mr. WIGGIN. Yes, sir. And you understand that
Senator COUZENS (interposing). Before you say that let me ask

you: After the stock was reduced what would that have brought
the price down to?

Mr. WIGGIN. Well, it was 5 shares to 1. I t would be one fifth,
unless there were some rights in there which might change it. [In-
quiring of an associate.] At this price it would be $85 a share for
the present stock, but there may have been some modification of that
in the way of some rights. I cannot answer that without a study
of the matter.

Mr. PECORA. Well, has this installment payment plan expired by
now?

Mr. WIGGIN. Yes, sir. In 5 years it expired.
Mr. PECORA. I t expired last December?
Mr. WIGGIN. Yes, sir.
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Senator COUZENS. What happened after that time if payments
were not made?

Mr. WIGGIN. We have been doing our best to help them out, to keep
up their payments where we could. I do not think there will ever
be any loss in the case of those loans. But, of course, you under-
stand

Mr. PECORA (interposing). You mean loss to the Metpotan Secur-
ities Corporation?

Mr. WIGGIN. Yes, sir. Of course these men have not been able
to do what they expected to do.

Mr. PECORA. DO you know what percentage have paid up, and
what percentage remains unpaid?

Mr. WIGGIN. I can give you the gross amount of those loans.
Mr. PECORA. HOW many individuals were able to go through with

their contracts? What percentage of them have been able to pay
up in 5 years, and what percentage were not able to pay up in
that time?

Mr. WIGGIN. I could only guess. Shall I try to get that informa-
tion for you?

Mr. PECORA. If you please. May I ask you, while we are on this
subject, when you absorbed the Equitable Trust Co. whether there
was an employee's retirement fund?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. And what became of it after you absorbed the

Equitable Trust Co. ?
Mr. WIGGIN. They have been working out a new plan that would

take case of the old Equitable plan and also the Chase bank.
Mr. PECORA. Well, is the Equitable plan still in force until the

new plan is worked out?
Mr. WIGGIN. I think the new plan is now worked out.
Mr. PECORA. Who can inform us as to that ?
Mr. WIGGIN. Mr. Aldrich. You understand as to this stock pur-

chase plan that it was a thing that was done in many cases. We
thought at the time it would be a good thing to have our employees
and our officers interested in the stock. I t was done, as you know,
in many, many cases, and we thought it was the wise thing to do.
As it turned out it wasn't a favor to them.

Mr. PECORA. Well
Senator COUZENS (interposing). That may be so, but I have an

abhorrence of this installment plan—is all.
Mr. CONBOY. You don't like the installment plan, then, Senator?
Senator COUZENS. I do not.
Mr. CONBOY. YOU believe that one should pay as he goes?
Senator COUZENS. Yes, as far as possible. We would not have

been in this mess if we had not got to living beyond our means.
Mr. CONBOY. Well, look at the automobiles that would not have

been sold.
Senator COUZENS. I wasn't in the industry when that took place.
Mr. PECORA. Mr. Wiggin, can you give the subcommittee an ap-

proximation of the number of shares of bank stock that were sold to
the employees of the Chase bank under this 5-year purchase plan ?

Mr. WIGGIN. DO you mean over the whole period ?
Mr. PECORA. Yes.
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Mr. WIGGIN. I will have to get that for you. [Inquiring of an
associate.] Yes, we will have to get that for you.

Mr. PECORA. AH right.
Mr. WIGGIN. Mr. Pecora, may I give you a memorandum that may

help to answer the question that Senator Couzens asked? This
is a memorandum, and I do not know just which officer prepared
it. I t was prepared by the Chase Securities Corporation. [Read-
ing:]

The exceptional record of the Chase Bank, both from the standpoint of
earnings and dividends, from its organization in 1877 until the general business
depression in 1929, made its stock very desirable as an investment. The loy-
alty and morale of its staff was and still is extremely high. The desire of
the clerical staff as well as of the officers to acquire an interest in the bank's
shares was continuaUy evidenced by requests that they be assisted to purchase
such shares on an installment basis. It was always felt by the management
that it was much in the interest of the shareholders to acquiesce in these
requests when it could be done on a proper basis and in an amount propor-
tionate to the applicant's earning power, and prior to the general collapse
of all security values in 1929 the record of such loans was uniformly good.
No effort was ever made to sell stock to the clerical or official staff, the
loans in every instance being in response to expressed requests. Prior to 1917
the bank itself made the loans, the stock being held by the Columbia Trust
Company in safe-keeping until fully paid for.

After the organization of Chase Securities Corporation in 1917, the custodian-
ship of the partially paid-for stock was taken over by that corporation. The
loans themselves were transferred to the corporation in 1919. Since 1927 all
such loans have been handled by Metpotan Securities Corporation, one of the
subsidiary companies of Chase Securities Corporation. The usual basis of
such partial-payment purchases was a down payment of at least 20 percent,
the balance to be liquidated within 5 years. The decline in the market price
since 1929 has left some of the loans where they are not now properly
collateralized, but in view of general conditions and the substantially reduced
income of the borrowers because of decreased dividends and salaries, the
record of payments on the loans is good. No preferential treatment has been
asked for or given and every member of the staff recognizes his obligation
and expects to pay it in full. In very many instances insurance protection
has been provided for the loans, such action having in most cases been offered
voluntarily.

The only formal stock purchased plan ever offered to the staff was in Novem-
ber 1927 when the shareholders voted to permit the officers of the bank to
subscribe to a total of 11,600 shares at 425 which, while less than the market
quotation, was 100 points higher than the shares were at the same time being
offered to the shareholders themselves. The dollar amount involved in the
above offering to the staff was $4,930,000 and advances were made by Metpotan
in connection therewith of $2,135,765, the arrangement being that the loans were
to be liquidated within 5 years. The unpaid balance on these advances is now
$232,620 with a collateral deficit of $142,287.18. This unpaid balance is less
than 5 percent of the total subscription.

That refers to that particular operation. There are other loans in
Metpotan to officers that were not embraced in this figure.

Senator COUZEKS. Prior to the 1919 plan?
Mr. WIGGIN. Yes; and later.
Senator COUZENS. During this 5-year installment plan were the

dividends paid against the stock, or were they paid to the individual
borrower?

Mr. WIGGIN. I do not know. [After conferring with associates.]
The dividends were paid to the borrower, but the borrower was
charged interest on his loan by the Metpotan.

Senator COUZENS. What rate of return did that yield to the em-
ployee at the time the stock was sold at 425 ?
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Mr. WIGGIN. I will have to look up to see what the dividend was
at that time, but I do not think it quite paid for it. The dividend,
I think, was not quite sufficient to pay the interest.

Mr. PECORA. Mr. Wiggin, in connection with the examination of
the bank made by the clearing-house examiners of of June 29,
1932—have you got the report?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. There is a section of the report which has the fol-

lowing caption:
The following large loans and investments held by the bank are those in

which the Chase Securities Corporation or its affiliates are interested or
associated, or are creditors or investors.

Then there is a column of the Chase Securities Corporation in-
vestments, totaling $34,443,888, and the investments of the bank in
those securities total $130,061,667. Do you find that?

Mr. WIGGIN. Yes, sir.
Mr. PECORA. SO that the bank was financing, either through loans

or investments in securities of companies in which the Chase Securi-
ties Corporation or its affiliates were interested or associated, or
were creditors or investors, an aggregate sum of about $165,000,000
as of June 29,1932?

Mr. WIGGIN. I think that is right.
Mr. PECORA. DO you know at about what proportion those invest-

ments are carried, at what proportion of those face amounts those
investments are carried?

Mr. WIGGIN. I do not believe I understand.
Mr. PECORA. This is the face amount of the investments?
Mr. WIGGIN. Yes.
Senator COUZENS. Or rather the loans.
Mr. PECORA. Loans and investments, they are called.
Mr. WIGGIN. YOU want to know at what they are carried at the

present time?
Senator COUZENS. Yes.
Mr. WIGGIN. I can not tell you. I will have to look it up.
Senator COUZENS. In that connection, how much have you charged

off, in the same manner that you charged off the Chase Securities
Corporation? How much has the National Bank charged off?

Mr. WIGGIN. I will have to get that. I am not up to date on it.
Senator COUZENS. IS it some $212,000,000?
Mr. WIGGIN. I t is a large amount.
Senator COUZENS. Can your staff verify whether it is $212,000,000?
Mr. CONBOY. Yes. They are looking at that now, Senator.
Mr. WIGGIN. I have enough here to be sure that that is right.
Senator COUZENS. I understand it was $212,000,000, and I would

like to have you furnish, tomorrow, what percentage of that $212,-
000,000 has been actually sold, and what is still held in your port-
folio.

Mr. WIGGIN. The same as we did on the Securities Co. ?
Senator COUZENS. Yes.
Mr. WIGGIN. We will get that.
Mr. CONBOY. Your information is that the bank has written down

its assets $212,000,000?
Senator COUZENS. Yes.
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Mr. CONBOY. And you want the percentage of that which is
actually

Senator COTJZENS. Out of the portfolio.
Mr. CONBOY. Written off completely?
Senator COTJZENS. NO; sold.
Mr. PECORA. In this clearing house examiners' report of June 29,

1932, do you find a page devoted to loans made by the bank to
corporations, enterprises, and syndicates in which directors, trustees,
or officers are interested?

Mr. WIGGIN. Yes, sir.
Mr. PECOBA. DO you know the total amount of those loans as of

June 29, 1932?
Mr. WIGGIN. I take it you have a figure there of $66,643,302. Is

that the list?
Mr. PECOBA. NO. That is the following page. That figure of

$66,000,000 odd relates to investments in corporations, enterprises,
and syndicates in which directors, trustees, or officers are interested.

Mr. WIGGIN. I see.
Mr. PECORA. The page preceding that is entitled " Loans to Cor-

porations, Enterprises, and Syndicates in which Directors, Trustees,
or Officers are interested."

Mr. WIGGIN. Yes, sir. I have that.
Mr. PECORA. Have you the total amount of those loans?
Mr. WIGGIN. I t does not seem to be totaled.
Mr. PECOBA. I am having those loans totaled up, Mr. Wiggin, and

while the calculation is being made I want to ask you about some-
thing else. According to the minutes of the meeting of the board
of the bank on January 29, 1930, there was reported the making of
a loan of $2,795,000 to a syndicate of which the managers were
Dillon, Read & Co., H. C. Couch, and C. S. McCain.

Senator COTJZENS. Don't you think we ought to examine Mr,
McCain on that? He is the one you said was coming down here?

Mr. PECOBA. Yes, sir. (Addressing Mr. Wiggin.) Have you got
that?

Mr. WIGGIN. I beg your pardon?
Mr. PECOBA. I t is not in the examiner's report. Turn to exhibit

no. 201-111.
Mr. WIGGIN. I have the description here.
Mr. PECOBA. What kind of a syndicate was that?
Mr. WIGGIN. Shall I read the whole description?
Mr. PECOBA. Yes, sir.
Mr. WIGGIN. Meeting of January 29, 1930 :
Dillon, Read & Co., H. C. Couch, C. S. McCain, $2,795,000, 7 percent, demand;

renewal. Dillon, Read & Co., syndicate managers. Secured by 24,989 shares
Louisiana & Arkansas Railway Co., Louisiana and Arkansas Corporation;
49,978 shares Louisiana & Arkansas Railway Co. common, a Delaware corpora-
tion; 49,978 Louisiana Arkansas Railway Co. 6 percent preferred, a Delaware
corporation. Also notes of syndicate participants as follows: Coverdale &
Colpitts $69,875", due July 16, 1930; J. A. Moffatt, $279,500, same maturity;
Dillon, Read & Co., $1,020,175. All the maturities are July 16, 1980; Randolph
G. Pack, $209,625; H. C. Couch, $978,250; Rogers Caldwell, $237,575, making
a total of $2,795,000.

Mr. PECORA. What kind of a syndicate operation was that ?
Senator COUZENS. Before you ask that, what is that last list ? Are

those the notes of those persons?
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Mr. PECORA. The notes of syndicate participants.
Mr. WIGGIN. Representing their responsibility.
Senator COUZENS. DO you mean to say Coverdale & Colpitts spec-

ulate after issuing engineer's reports as to the condition of railroads ?
Mr. WIGGIN. I do not know, sir.
Senator COUZENS. I t looks as though they were participating in

this syndicate.
Mr. WIGGIN. They were one of the participants in the loan of

$2,795,000.
Senator COUZENS. And yet the public are asked to rely upon Cover-

dale & Colpitts' reports as to the earning facilities and the condi-
tion of railroads. I t seems to me that is a most unusual situation.

Mr. PECORA. What kind of a syndicate operation was this ?
Mr. WIGGIN. I do not know. I will have to find out. I can not

remember it.
Mr. PECORA. Wouldn't you say it was a syndicate engaged in a

sort of pool operation?
Mr. WIGGIN. I do not know enough about it to say, Mr. Pecora.

I will try to find out.
Senator COUZENS. May I ask, Mr. Pecora, if this Coverdale & Col-

pitts is not the same firm that recommended to Dillon, Read & Co.
that they buy Frisco & Rock Island stock?

Mr. PECORA. The same firm.
Senator COUZENS. And then afterwards they were unloaded on

this trust, and they are worth nothing now.
Mr. PECORA. Pretty nearly that.
Mr. Wiggin, I show you a group of statements captioned: " The

following loans were presented and approved by the board of di-
rectors of the Chase National Bank of the city of New York at
meetings held on the dates indicated." Then there are enumerated
loans approved at meetings of the board, commencing with the meet-
ing of January 4,1928, down to and including loans approved by the
board on August 23, 1933, which was furnished to us in answer to
our request for such information by the Chase National Bank. Will
you kindly look at it and tell us if you recognize it to be a true and
correct statement of such loans?

Mr. CONBOY. Is this another subject?
Mr. PECORA. Syndicate loans.
Mr. CONBOT. I say, is it another subject?
Mr. PECORA. The same subject.
Mr. CONBOY. DO you want this whole loan list to be identified, or

is there some particular matter you want us to look at?
Mr. PECORA. NO, I want to put the whole thing in.
Mr. CONBOY. Subject to checking it in the event that there are any

omissions, will you take it?
Mr. PECORA. All right. We got that directly from the Chase

Bank.
. Mr. CONBOY. Yes, that is what it seems. I do not know why there

should be any time taken up on it.
Mr. PECORA. I ask that it be marked for identification until it

has been checked up, but not spread on the record.
Mr. CONBOY. There is one page that should be in there that is now

detached.
Mr. PECORA. That may be marked for identification also.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



STOCK EXCHANGE PBACTICES 2929

The CHAIRMAN. Let them be marked for identification.
Mr. CONBOY. You have some pencil notations on there.
Mr. PECORA. Those pencil notations are merely totals of figures.
Mr. CONBOY. YOU are not offering them?
Mr. PECORA. NO, sir.
(List entitled " Following loans presented and approved by the

Board of Directors of The Chase National Bank of the city of New
York at meetings held on dates indicated" was thereupon desig-
nated " Committee Exhibit No. 81 for identification, Oct. 31, 1933."
See page 3130.)

(Sheet known as page 32-A of exhibit 81 for identification was
thereupon designated " Committee Exhibit 81-A for identification.")

Mr. PECORA. Mr. Wiggin, will you look at this document that has
been marked " Committee's Exhibit No. 81 for identification" as
of this date and tell us if any of the loans enumerated thereon to the
various syndicates there shown were reported by the Chase National
Bank to the Federal Keserve Board as among the brokers' loans
so-called?

Mr. WIGGIN. I would have no way of telling.
Mr. PteooRA. Can you find out about that from any of your asso-

ciates?
Mr. WIGGIN. Mr. Pecora, we will have to take that up with the

auditing department and nnd out just what the answer to your
question is.

Mr. PECORA. I tell you what I wish you would find out in connec-
tion with it, whether or not any of the loans shown in that exhibit
for identification were included in the reports made by the bank to
the Federal Keserve Board of brokers' loans. That is what I want
to find out.

Mr. CONBOY. Just let me be clear about that.
Mr. PECORA. That includes that additional sheet; yes.
Mr. CONBOY. I want to find out what the inquiry is. Does that

include this sheet which has been taken out and marked separately?
Mr. PECORA. It does. Mr. Wiggin, the Chase National Bank was

a member of the Federal Reserve System, was it not?
Mr. WIGGIN. Yes, sir.
Mr. PECORA. And as such it was required to report to the Federal

Reserve Board the amounts of all brokers' loans at regular intervals—
at weekly intervals?

Mr. WIGGIN. I do not know what the interval was, but they had
to report.

Mr. PECORA. NOW what I want you to find out between now and
tomorrow morning, if you will, is whether any of the loans made to
the syndicates shown on exhibits 81 and 81-A for identification were
included in any of the reports of brokers' loans made by the Chase
Bank to the Federal Reserve Board. Do you understand that?

Mr. CONBOY. I think we will have to asK the present management
of the bank to do that, you know.

Mr. PECORA. NOJ those syndicates go back to 1928, some of them.
Mr. CONBOY. Quite so, but their records are in the possession of the

present management of the bank and we will have to ask them to
do it.
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Mr. PECORA. I want to ask Mr. Wiggin another question: Were
not the syndicates to which were made the loans shown on exhibits 81
and 81-A for identification syndicates organized for various pur-
poses in the various companies shown in those exhibits ?

Mr. WIGGIN. I have not had time to go through them all, Mr.
Pecora.

Mr. PECORA.'Will you address yourself to that question, too, be-
tween now and tomorrow morning so that when you appear again
tomorrow morning you will be prepared to tell the committee whether
or not these syndicates were so-called "trading accounts"?

Mr. WIGGIN. I will endeavor to. I t is a pretty big order.
Mr. PECORA. Referring back to the testimony that gave the list of

officers and directors in the bank or securities companies that were
officers and directors in the family corporations, I would like to add
one more statement.

Mr. PECORA. All right.
Mr. WIGGIN. That since January of 1933 no officer or director of

the Chase National Bank or any oi its affiliates has been an officer or
director in any of the corporations Shermar, Murlyn, or Clingston,
with the exception of my son-in-law, Mr. Selden, who remained on
the board of Shermar until July of 1933.

Senator COUZENS. IS he now on the Chase board?
Mr. WIGGIN. NO, sir; he is not.
The CHAIRMAN. The committee will take a recess until 10 o'clock

tomorrow.
(Accordingly, at 4:05 p.m., the committee took a recess until 10

a.m. of the following day.)
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