
STATEMENT OF J . LEONARD TOWSEND. SOLICITOR OF THE 
BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
MADE IN CONNECTION WlTH THE TRANSAMERICA PROCEEDING. 

I t i s a f a m i l i a r technique, much used by those ca l l ed upon t o 

defend against pub l i c charges, t o chal lenge the motives and good f a i t h 

o f the o f f i c i a l s whose duty i t i s t o b r i n g such charges. Another favo r -

i t e t a c t i c i n such cases i s t o cas t iga te the ones whose job i t i s t o t r y 

the charges. S t i l l another i s t o create as much d i ve rs i on as poss ib le 

dur ing the ac tua l t r i a l i n the hope t h a t the r e a l issues i n the case may 

be l o s t t o pub l i c v iew. Each o f these anc ient stratagems has been 

worked over- t ime i n the present proceeding against Transamerica. I n 

f a c t , a casual observer a t the t r i a l might w e l l wonder a t t imes who i s 

being t r i e d , Transamerica or i n d i v i d u a l members o f the Board, p a r t i c u l a r -

l y ex-Chairman Eccles who has d i s q u a l i f i e d h imsel f from s i t t i n g i n judg-

ment on the case. For obvious reasons i t i s not f i t t i n g f o r me t o rep ly 

i n k i nd t o the Transamerica name c a l l i n g . On the o ther hand, I can a t -

tempt f o r the b e n e f i t o f those who have a genuine i n t e r e s t i n the pro-

ceeding t o res to re the issues o f the case t o t h e i r proper perspect ive , 

f r ee from the tw is ted and d i s t o r t e d meanings which have been ascr ibed t o 

them i n recent weeks. 

The fundamental issue i n t h i s case i s very s imple. I t i s t h i s : 

Should a ho ld ing company be permi t ted w i thou t r e s t r a i n t o f any k ind t o 

buy out banking competi tors over a l a rge and important economic area o f 
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our country t o the extent t h a t such acqu i s i t i ons th rea ten the compet i t ive 

banking s t r u c t u r e o f the area? 

I n the Transamerica case the Board, a c t i n g pursuant t o the duty-

imposed upon i t t y the Clayton A n t i t r u s t Ac t , i n s t i t u t e d a proceeding t o 

determine whether the number o f banks acquired by Transamerica Corpora-

t i o n i n the States o f C a l i f o r n i a , Oregon, Washington, Nevada and Arizona 

i s tend ing t o t h e development o f a banking monopoly i n those s ta tes or 

any p a r t o f them. 

The record thus f a r shows t h a t f o r over 4.0 years, ever since 

A. P. G iann in i caused the Bank o f I t a l y t o be formed i n 1904., he has 

used f i r s t one company and then another t o acquire e x i s t i n g compet i t ive 

commercial banking i n s t i t u t i o n s i n these f i v e s ta tes . I t shows t h a t 

Transamerica i s but the l a t e s t company to be f i t t e d i n t o t h i s pa t t e rn o f 

bank expansion by b i d i n g out compet i tors. Almost 700 e x i s t i n g banking 

o f f i c e s have been thus gobbled up over the years , o f which approximately 

250 have been acquired by Transamerica since i t s o rgan iza t ion by A* P. 

G iann in i i n 1928. Today Transamerica con t ro l s approximately 645 banking 

o f f i c e s i n the f i v e s ta tes , having aggregate deposi ts o f s i x and one-hal f 

b i l l i o n d o l l a r s , and commercial loans amounting to approximately th ree 

b i l l i o n d o l l a r s . This means t h a t Transamerica now con t ro l s about 4,0 per 

cent o f a l l banking o f f i c e s , 38 per cent o f a l l deposi ts and approximate-

l y 50 per cent o f a l l bank loans i n t h i s e n t i r e area. I f the f i gu res f o r 

Arizona and Washington were e l iminated (where Transamerica1s banking i n -

t e r e s t s are r e l a t i v e l y sma l l ) , these percentages would show t h a t i n the 
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three States o f C a l i f o r n i a , Oregon and Nevada Transamerica con t ro ls 48 

per cent o f the t o t a l banking o f f i c e s , 55 per cent o f the t o t a l depos i ts , 

and 60 per cent o f the t o t a l loans. 

The record f u r t h e r shows t h a t the f ede ra l bank supervisory 

agencies have been growing inc reas ing ly alarmed by the expansion a c t i v i -

t i e s o f Transamerica i n the banking f i e l d . As ea r l y as 1938 the then 

Secretary o f the Treasury Morgantheau and Chairman Crowley o f the Federal 

Deposit Insurance Corporat ion i n i t i a t e d a ser ies o f conferences t o con-

s ider how the subject might be d e a l t w i t h through l e g i s l a t i o n . These 

meetings i n t u r n l e d t o President Roosevel t 's recommendation t o Congress 

i n 1938 t h a t i t enact a law conta in ing a "death sentence" f o r bank hold-

i ng companies, t h a t i s , t o have them d isso lved over a per iod o f years as 

Congress a l ready had done w i t h respect t o pub l i c u t i l i t y ho ld ing compa-

n i e s . 

Another evidence o f t h i s o f f i c i a l s ta te o f mind i s t o be found 

i n 1942, when the Compt ro l le r ' s o f f i c e , the Federal Deposit Insurance 

Corporat ion and the Board agreed upon a un i fo rm "po l i qy " f o r dea l ing w i t h 

the Transamerica bank expansion p o l i c y . They then undertook, so f a r as 

they were able w i t h i n t h e i r separate j u r i s d i c t i o n s , t o discourage such ex-

pansion by agreeing to "dec l ine permission f o r the acqu i s i t i ons d i r e c t l y 

o r i n d i r e c t l y o f any a d d i t i o n a l banking o f f i c e s or any subs tan t i a l i n t e r -

es t t h e r e i n by Transamerica Corporat ion, Bank o f America N. T. & S. A. or 

any other u n i t o f the Transamerica group". Transamerica was n o t i f i e d o f 

t h i s agreement. Later i n the same year t h i s a t t i t u d e o f the supervisory 

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



-kr 

agencies was repeated i n a l e t t e r from then Chairman Eccles to A. P. 

Giannin i . He s ta ted: 

" I t i s our understanding t h a t the pos i t i on of the Comptrol ler 
o f the Currency i n t h i s mat ter , re fe r red t o above, remains the 
same. We are advised t h a t the Federal Deposit Insurance Corporat ion 
has ind ica ted i t s unwi l l ingness under e x i s t i n g circumstances to i n -
sure any newly organized State nonmember bank i n which Transamerica 
Corporat ion has a subs tan t ia l i n t e r e s t or any bank i n the group which 
may withdraw from the Federal Reserve System. As f o r the Board's 
pos i t i on , u n t i l i t i s s a t i s f i e d t h a t the f i n a n c i a l p o l i c i e s pursued 
by Transamerica Corporation and i t s a f f i l i a t e d i n s t i t u t i o n s are con-
s i s t en t w i t h the pub l ic i n t e r e s t , i t w i l l consider as unsound t h e i r 
e f f o r t s t o continue an expansion program by whatever means, inc lud ing 
the organisat ion of new State bsnks, the acqu i s i t i on o f con t ro l o f 
e x i s t i n g State banks, or the conversion of na t iona l banks t o State 
banks, and the establishment of branches t h e r e o f . " 

Again in 1943 a l l of the members of the Board met with A. P. 

Giannini personally and again outlined thei r opposition to Transamerica1s 

continued expansion in the banking f i e l d . 

Notwithstanding these e f f o r t s Transamerica has continued i n i t s 

po l i cy of buying up add i t i ona l banking o f f i c e s . Since the beginning o f 

1938 Transamerica has bought over 50 banks, having deposits a t the time of 

acqu i s i t i on o f approximately $200,000,000. I n add i t i on , the banks i n the 

Transamerica group have establ ished over 40 de novo branches. 
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