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April 18, 1947,

Homorsble John W. Suyder,
Secretury of the Tressury,

Weshington, D. C.

Dear Jolns

For slmost twe years the Board has bsen c¢losely following an
investigation by the Departaent of Justice imte the Trsnsemeriecs situa-
tion, Antitrust Division bas mede use of certein of the Beerdts
files in connection wit: this investigetion, sud I bave hed one or two
telke with Tom Clark ebout the matter. At one of those talksandin a
letter which he sent me in October 1945 he pointed cut that, while the
statisticel ploture respecting Trensamerics might justify e proceeding
under the antitrust lews, nevertiheless he felt there was not suf’lclent
evidence available tc demonstrate an sbuse of jpower by Treinsamerice
eithor in attaining its dominant position or in perpetuating it. Fence,
he felt &t thet time thet ultimete success in & legel proceeding agsinst

Trensemerics wes very dowbtful,

On FPebrusry 26th last I wrote Tom asking whether his Department

bed considered the recent deeision of the Supreme Court in the Americsn
case in relation tec the Transamerica metter, in perticular inguir-

Zobacco

ing whether the effect of thet deciszion might not eliminate the need for
the type of proof to which he bad referred in our earlier diseussions, I
talked vwith him agein.about & week ago and he told me thet be hed asked

you to congider the entire matter and tc give him the benefit of your views,

Vhile I know hov extremely busy you are, I nevertheless hope
that ycu will be sble to give this subject your eerly considerstion, The
Board is very snxious %o obtain s decisicn from Justice om this sudbject
Jjust as soon es possible so thut it msy determine 1ts own future course of
action in dealing with this vexing problem. I do not know whether Tom
sent you a copy of my letter of Pebruary 26%h., A copy 15 suclosed here-
with, If there is any other informetion touching this mattar vhich we ecen

supply you, pleese let me kmow,
Bincerely youre,

Chairmsn,
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February 26, 1947.

Confidential

Honorable Tom C, Clark,
Atterney Oenersl,
\hlhlngton. D. C.

Dear Mr. Attorney Generals

It has been vell over & yeer since the luncheon meetings in
your office of representatives of the Treasury Dspartment, Pedersl De-
posit Insurance Corporation, the Board of Governore and your Antitrust
Divieicn respecting Transsmerica Corporaticn., Since that time wurious
proposals for legislaticn to tighten existing controls over bank hold-
ing companies gemerally have been conzidered and discussed by the Board
and on April 30, 1946, & bill dealing with this sudject was inmtroduced
by then Chairsan Epence of the NHouse Banking amd Currency Committee.
However, the pressure of war snd reccnversion matters prevented con-
sideration of this legislstion by the 79th Congress. It is expected
thet » similar bill will de introduced in the present Congress and we
hope that it will receive eerly and faveradble considerstionm.

Meanwhile, however, the problem of how to denl effectively
with the Transamerics situation hes continued to trouble snd concern the
Bosrd, Legislatica alene will not solve the problem, uniess it be of
the "death sentence® varisty; and the Board is coavinced that the pes-
sege of such 2 bill is neither desireble nor possible, The most that
msy be expeeted of leglslstion iz to curd the future expansion of a bank
holding company which, like Trencsmerice, hes followed n consistant

policy of monopolistic growth,

In your letter to me of October 31, 1945, you reviewed the
factual esitustion respecting Trenssmerice as disclosed by the investiga-
tiom of your Antitrust Division, Your letter pointe out that st that
time Trensamerice

"controls 35 banks in the States of California,
Nevads, Arizoma, Oregon and VWashington, the largest
of which is the Bank of America; that many of these
35 banks have mumercus branches; that these banks
coptrol appreximately 40% of the beaking offices and
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Nr. Attorney General e

approximately 36% of the commerecisl banking deposits

in tha five-stats ares; that the Transamerica-con-
trolled banks sontrol spproximately 80% of depesite

in the State of Nevade and 61% of the commereial bank-
ing offices; in Cslifornis, 42% of the deposits and

49% of the commercisl basking offices; in Oregom, 39%
of the dapesite and 13% of the commercial banking
offices; and in Washington, 5% of the deposits and 4%
ef the commereisl banking offices, In many counties
within this five-state area the percentage control of
deposits and commerclsl banking offices 1s much greater,
In Califernia, for exsmple, there are thirteen counties
in vhieh the Trensameriea Corporstion controls 100% of
the commercial banking facilities., This expansion
prograz has been effected over & pericd of approximste-
ly twenty yesars. In meny instances the holding company
financed the sequisitions by borroving funds from its
banking =ubsidiaries, using the assets of the purchesed
bank az peguritr for the loan,®

8ince your letter was written, Transamerica has further in-
creased its dominating poriticn in the five-stete eree mentioned abeve
by the sequisition of other banks sud by the growth of thoee alreedy
ownpd by it, In edditiecn, its portfalic of nonmbanking intereste has
increased.

Both in your latter and in cur contemporsry mestings you axe
pressed the opinicn that, while the statistical data referred to sbove
night be sufficient to justify the Departrent in comcencing some kind
of satitrust proceeding asgeinst Trensemerice 2nd its affilisted crganie
sations, neverthsless the leck of proef of sny sustained policy of
abuse cof power, either in sttaining its dominant position or in pere
petuating it, made the cutoome of such s suit decidedly dubious,

Counsel for the Board have recently called to the Board's

attenticos the deeision of the SBupraze Court in Wﬁm
v. United States, decided on Jume 10, 1946. The ect of that deeision

seens tc sliminate the need in certain csses for the kind or extert of
proof which had previcusly been thought necessary in antitrust proceed-
ings, I a» vendering, therefore, if your Depertacnt has considered
vhether the deeision in the Tobaeco case might not lessen to s coneid-
ershle extont the doubt which heretofors it has entertained as tc the
ultimate success of an antitrust proceeding against Transamerica,
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Mr, Attorney Generel -3~

I would sppreciate receiving your present copinion in the
matter, for the Board 1s agsin considering the Transemeries situztion
in the light of the Board's over-all responaibility in the banking

fislé generally snd in particulsr its responsidbility undsr section 7
of the Claytom Act.

8incerely yours,

(s4igned) Marricer 8. Bccles

M. 8. Eccles,
Chairmen,
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v OFFICE OF THE ATTORNEY GENERAL
Y VASEINGTON, D. C,

October 31, 1945

Honorable Marriner 8, Eccles
Chairman, Board of Governors

of the Fedaral Reserve System
Washington, D, C,

My dear Mr. Chairmen:

T danire % sat out briefly the status of the Govarnment's
investigation of the Transsmeries Cornoration, for the purpose of
affording baakground for cur eonfarence on the wntter., The date
of such conforence will ba gt st 2 time mutually 2a%iefectory to
tha ‘ntorested governmont sganeies,

The Depertnment’s investigetion to dete diseloses thet the
Trensemerice Corporation, 2 holding compeny, controls 35 banke in
the States of Oslifornis, Nevada, Arizona, Oregon and Vashingtonm,
the largest of whick 12 the Benk of Ameries; that many of these
35 danks have mmerous branches; thst these banks comtrel spuroxi-
metely A0% of the banking offices end epproximately 36f of the
comnmereisl beanking deposits ¢r the flve-cirte arenj that the
Trensamerics-controlled banke contrel epproxinmetely 20f of deposits
in the State of Neveds and 61% of the commercial banking offices;
in Californis, 428 of the depcsits end (9% of the commereiz) banking
offices; im Oregon, 9% of the darcsits snd 13% of the commercisl
benking offices; and im Weshington, 5% of tho deposits en? 4f of the
cormereial benking of fices. In memy counties within this five-atate
ares the percentage control of deposits and commereial bsnking
of fices 18 much greater, In Celiformia, for cxemple, there are
thirteen eounties im which the Traunsamerics Corpormtion contrcle
100% of the commercisl banking facilities. This expsnsion program
has besn offected over & period of approximstely twenty years. In
many instances the holding compeny financed the segulsitions by
funds from 1%s banking subsidiaries, using the assets of
purchased bank as security for the loan,

!
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Avperently there has been a desire on the part of Transamerice
Corporstion to build good will among the banks in the five-state
area by offering very libersl terms in its purchases. In msny csses
the price paid exceeded the beok velue of & bank's sssets. Fregquently
the personnel of sccuired barks wes put om the pay roll of Trahsamerica
and the ramking officisls were sither retained or libersily pensioned.

In additicn, the imvestigation discloses that the Transsmerics
Corporstion comtrels twe inwvestsent beoking eompanies, severzl in-
surance companies, seversl metsl fabrication compenies, and 2 large
real estate company of particulsr significance in the State of

California.

An antitrust suit might de based upon s charge of conepirsey
between the holding compeny end 1ts banking sudbeldiaries to momopolisze
a substantial part of the commereieal danking snd credit fecilities in
the five-state arca, The difficulty with the case at this time lles
in the fact that we have not been able to develop substastial evidence
eithsr thit the Transameriea Corporaticn achieved 1ts present dominmate
ing position in the commercial benking field through 1llegal trade
practices =8 thoss terms are defined in court decisions interpreting
the Sherman Act, or thet it sbused its dominant position omce it was
achieved, 1In the absence of complete monopoly, evidence of noe or
bot: of these types of sbuse is sssentisl to meke a case under the
Bharmen Aet., Ve bave 2 fow illustrations indiesting the use of
cosrcive tactics by Transsmerics in the acquisition of independent
banks, such &8 erecting s rum on & benk through collecticn by agents
of Transsmeries of passbooks which wers presented for payment over the
counter in & single dey, time csusing large withdrewels; thrests to
establish s breneh in sa ares already adequately served by independent
banking intereste, cne of which the Transemerica Corporsticn desired
to buyy; promoticn of internel dissension in the mensgesent of the
dezired bank, coupled with the purchsse of & sufficient amount of
stock to place the purcheser in s strong bargaining position with the
stockholdsrs ovning substantial intsrests. Thers are many rumers tiat
such practices vere followed regularly in soguiring indepsndent banks,
It kas been impossible, however, to pin down a sufficlent number of
thea to make 2 prims facle csse on the theory suggested. It is possible
that such testimony could be secured through grand jury procesdings,
In view of the experiecnce of the agents of the Federsl Bureau of Investi-
gation, “owever, thias appears somevhat doubtful, '
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If sufficlent avidence could be secured tc support either
sbuses in sehieving its presert position or abuse of the position
once achieved, there apperently would be no difficulty in proving
restraints on commercial competitiom, Certainly the cormerce sf
scguired banks and of independent banks which might and probably
would have been organized except for fesr of being assimileted by
the Transsmerles group, would be restreined. In addition, borrovers
conducting intsrstate commereisl enterprises are deprived of come
petitive scurces of banking fecilities. The commerce of enterprises
competing with commercicl businesses cwned by the Transamerice Cor-
poration in situstions where the former must secure their finascial
requirezents from Trsnssmerica banks, ie restrainced, sinmee such
independent enterprises must revesl thelr confidestial operations
in securing credit from the Transamerics benks,.

If & case of attempt to monopolise commercisl banking feeilities
could be developed, it is suggested that relief might take the form
of reguiring the holding compsny to dispose of all interest in end
control over subsidiary banks owned by it, including the stoek of its
largest subsidiary, the Bank of Ameriea. Since the Bank of Americe,
through its dranches, comprises spproximstely 908 of the commercial
banking interssts of the Transsmerica Corporatiom, 1t would sppear
that effective competition in the commereial banking fisld in the
five-state area would reguire some type of recrganissticn of the Banmk
of Americs whiech would provide for the ersstiocu of seversl distinmet
and competing units tc be earved ocut of the existing Benk of Ameriea
organisation, Whethsr divestiture should be sought of some of the
non~-banking enterprises owned by the Bank of Americs, sueh as loe
surance companies, real sstate companies, etc., would depend upon the
develogment of the data which is &t the present time inconclusive and

fragmentary.

I trust this drief deseription of the statue of cur iavesti-
getion will afford a basis for discussion at the coming confersance,

Sincerely yours,
(signed) Tom C. Clark
Attorney Genersl
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