
The Matter of expansion of the Giannini banks on the Vest 

Coast has been the subject of benk supervisory agency concern for a 

great many yeare. In fact in the early nineteen twenties, shortly efter 

the admission of Ban'i of I taly to membership in the Federal Reserve 

System, there were numerous disputes betveen the Board and the Bank re-

specting such expansion. Without discussing in detail the many similar 

occasions vhich arose ever the years, suffice i t for present purposes to 

point out that on February 1-4, 1942, the Boerd, in a letter to Trans-

america Corporation, stated the unanimous position of the Board, the 

Comptroller of the Currency, and the Federal Deposit Insurance Corpora-

tion as fol lows 

•The Boards position in this matter is in accord with 
the policy, upon vhich there is unanimous agreement by the 
Board, the Comptroller of the Currency, and the Federal De-
posit Insurance Corporation, that the Federal Bank supervi-
sory agencies should, under existing circumstances, decline 
permission for the acquisition directly or indirectly or any 
additional banking offices or any substantial interest there-
in by Transamerica Corr-oretion, Bank of America N. T. ft S. A., 
or any other unit of the Transamerica group, * hj ^ 

^ / 

(A copy of the Board's letter of 
February UL, 1942, is attached 
hereto marked No. 1.) 

This position was restated in the Board's letter to A. P. 

Giannini, under date of November 13, 1942, as follows: 

• I t is our understanding that the position of the Comp-
t ro l le r of the Currency in this matter, referred to above, 
remains the same. Ve are advised that the Federal Deposit 
Insurance Corporation has indicated i ts unwillingness under 
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existing circumstances to insure any newly organised 
State nonmember bank: in vhich Tr&nsamerica Corporation 
has a substantial interest or any bank in the group 
which Easy withdraw from the Federal Reserve System, i s 
for the Board's position, unt i l i t is satisfied that the 
financial policies pursued by Transamerica Corporation 
and i ts af f i l iated institutions are consistent vith the 
public interest, i t v i l l consider as unsound their ef-
forts to continue an expansion program by whatever means, 
including the organisation of nev State banks, the acqui-
sition of control of.existing State banks, or the conver-
sion of national banks to State banks, and the establish-
ment of branches thereof. In addition, vhere the change or 
conversion from one jurisdiction to another is for the pur-
pose of avoiding proper restrictions or requirements of 
other Governmental agencies, the Board does not propose to 
be ueed as a means cf avoiding such restrictions or require-
ments, considered by the Board to be just i f ied under existing 
circumstances." 

(A copy of the Board's letter of 
November 13, 1942, is attached 
hereto marked Mo. 2.) 

Notwithstanding this policy of the federal bank supervisory 

agencies the Transamerica group continued to expand by the acquisition 
t 

of individual unit banks, the separate existence of which was continued 

by the holding company. From 1940 through 1949 Transamerica acquired the 

majority stock in approximately 35 banks located principally in California 

and Oregon. Applications to branch most of these banks into the Bank of 

America N. T. & S. A. and the First National Bank of Portland in Cali -

fornia and Oregon, respectively, have been on f i l e with the Comptroller 

of the Currency for several years. Because of the policy heretofore 

stated, however, the Comptroller's office consistently refused to permit 

the branching of these banks. 

- 2 -
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Some time during 1943 the Board was advised that the Anti-

trust Division of the Department of Justice vas conducting an investi-

gation for the purpose of determining whether or not the Transamerica 

domination of the commercial banking business in the western area was 

in violation of the Sherman Antitrust Act. The Board1s fi les were made 

available for the use of the Department in conducting this inquiry. 

In 1944, because of its vital interest in this matter, the 

Board explored the extent to which i t had any statutory authority for 

dealing with the b&afc expansion activities of Transamerica. The Board's 

General Attorney, Mr. Dreibelbis, submitted a memorandum to the Board in 

which he outlined the possibility of the Board commencing as administra-

tive proceeding under Section 11 of the Clayton Act. 

(A copy of this memorandum is attached 
hereto marked So. 3») 

Mr. Dreibelbis consulted with Mr. Berge of the Antitrust Division of the 

Department of Justice to ascertain whether Kr. Berge agreed with his con-

clusion that the Board had authority under the Clayton Act to enforce 

Section 7 of that Act in the banting f ield. Mr. Dreibelbis was advised 

that Mr. Berge did sc agree and was given a co;.y of a nemoranduai prepared 

by an attorney on the staff of the Antitrust Division which so stated. 

(A copy of this memorandum is attached 
hereto marked So. 4*) 

Around October 1945, and because of the continued expansion 

activities of Transamerica in the banking f ie ld , the Board retuested a 

- 3 -
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aeeting with the then Attorney General, Mr. Tow Clark. For the purpose 

of affording background material for such a conference the Attorney 

General addressed a letter to the Chairman of the Reserve Board under 

date of October 31, 1945, in which many of the results of the Department's 

antitrust investigation respecting Transamerica vere listed. In addi-

tion, the letter also pointed out as follows: 

•The diff iculty with the esse at this time lies in the fact 
that we have not been able to develop substantial evidence 
either that the Transamerica Corporation achieved its present 
dominating position in the comraercial banking field through 
i l legal trade practices as those terns are defined in court 
decisions interpreting the Sherman Act, or that i t abused its 
dominant position once i t was achieved. In the absence of 
complete monopoly, evidence of one or both of these types of 
abuse is essential to make a case under the Sherman Act." 

(A copy of the Attorney General's 
letter of October 31, 1945, is at-
tached hereto marked No. 5.) 

Following receipt of this letter there were two or three 

luncheon meetings with the Attorney General at which were present repre-

sentatives of the Comptroller*s office, the Federal Deposit Insurance 

Corporation, the Board, and the Antitrust Division of the Depart&sent. 

At these conferences every phase of the Transamerica problem was dis-

cussed at great length, i t being the unanimous opinion of a l l present 

that i t was desirable in the public interest that some raeans be devised 

whereby the further banking expansion of the Transamerica group be halted. 

In view of the then conclusion of the Antitrust Division that there ap-

peared l i t t l e likelihood of success of an antitrust action against Trans-

america, attention was turned to the subject of drafting legislation 
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which might have the effect of preventing future banking expansion by 

Transamerica. A great deal o£ time end attention by the Board and its 

staff was thereafter directed towards the drafting of such legislation 

and various bi l ls were introduced in the Congress, one of which (S. 829) 

was unanimously recommended by the Senate Banking and Currency Committee 

on June 19, 1947. This b i l l , however, did not get to the Senate floor 

for a vote. Hearings have only recently been concluded on a similar b i l l 

introduced in the early days of the present session of Congress. 

On June 10, 1946, the Supreme Court decided the case of 

American Tobacco Company v. United States. That case seemed to hold that 

proof of abusive tactics was not en indispensable element of proof in an 

antitrust case, and this decision naturally revived the Board's interest 

in the possibility of such a suit* Sot wishing to commence an adminis-

trative proceeding under the Clayton Act i f the Department of Justice 

s t i l l had in contemplation the possible institution of a Sherrsan Act case, 

the Board, under date of February 26, 1947, addressed a letter to the 

Attorney General in which inquiry was made as to whether the Department 

had considered the effect of the Tobacco decision upon the possibility of 

such an action* 

(A eopry of the Board's letter of 
February 26, 1947, is attached 
hereto marked Ho. 6.) 

Shortly after this letter vas acknowledged the Attorney General 

indicated to then Chairman Eccles of the Board that he had asked Secretary 

Snyder to give him the benefit of the Secretary's views on this matter. 

-5-
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Uhder date of April 15, 1947, Chairman Eccles sent a letter to Secretary 

Snyder urging hie early consideretion of the Attorney General*s request, 

(A copy of the Board*s letter of 
April 15, 1947, is attached 
hereto marked lsk>. 7.) 

The Board heard nothing further from the Attorney General or 

from Mr. Snyder in reBoect to this matter. Accordingly, in the latter 

part of 1947, i t asked Mr. Tovnsend, Assistant General Counsel, to pre-

pare a memorandum outlining what i f atjy legal action the Board might 

take with respect to Transamerica*s continued acquisitions of independent 

banking institutions in the five States of California, Oregon, Kevada, 

Arizona and Washington. 

Under date of October 31, 1947, Mr. Townsend submitted a 

memorandum to the Board in which he reviewed the Transamerica matter and 

recommended that the Board conduct an investigation for the purpose of 

determining whether or not, considering the Board*s lack of subpoena 

power, i t was possible to assemble the kind of evidence which i t would 

be necessary to produce in order to support a Section 11 proceeding under 

the Clayton Act. 

(A copy of Mr. Townsend* s memorandum 
of October 31, 1947, is attached 
hereto marked Mo. 3.) 

On the basis of the aemorandum submitted to the Board by Mr. 

Townsend, the Board directed the Legal Division to undertake an investi-

gation of the kind recomnended by Mr. Townsend. On November f , 1947, 

the Board by letter notified the Attorney General, the Chairman of the 
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Federal Deposit Insurance Corporation, end the Comptroller of the 

Currency of its ^action directing that this investigation be undertaken, 

(Copies of these letters are 
attacked hereto marked Ho. 9, 
Ho. 10 and Ho. 11.) 

On November 10, 1947, the Comptroller by letter acknowledged the Board*s 

letter of November 7th in vhich he pointed out that there vere presently 

pending before him application! by the Ban* of America to branch a number 

of the Transamerica-owned banks in California. 

(A copy of the Comptroller*s 
letter of November 10, 1947, 
is attached hereto marked Ho. 12.) 

On November 24, 1947, the Board replied to the Comptroller*s letter of 

Hovember 10th and specifically recuested the Comptroller tc defer action 

on such applications. 

(A copy of the Board's letter 
of Hovember 24., 1947, is attached 
hereto marked Ho. 13.) 

On Hovember 23, 1947, the Comptroller acknovledged receipt of the Boerd*s 

letter and informed the Board that he would withhold action on the appli-

cations until the Board had decided what action, i f any, i t proposed tak-

ing against Transamerica Corporation. 

(A copy of the Comptroller*s 
letter of November 23, 1947, 
together with i ts enclosures, 
is attached hereto marked Ho. L4.) 

Around the aiddle of May 1943 Mr. Townsend reported to the 

Board the results of his investigation. On the basis of that report the 
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Board concluded that there was just cause for the issuance of a com-

plaint under Section 11 of the Clayton Act against Transamerica Corpora-

tion and that adequate proof of the alleged violations could be gotten 

into the record of the administrative proceeding without the need for 

compulsoty process. Theresfter Mr. Townsend, after consulting vith 

members of the staff of the Federal Trade Commission and th«f Antitrust 

Division of the Department of Justice, drafted the Board's complaint, 

which was formally issued on June ZA, 1943. 

(A copy of the Board's complaint 
is attached hereto marked No. 15.) 

On the day the complaint was issued the Board formally noti-

fied the Attorney General, the Chairman of the Federal Deposit Insurance 

Corporation and the Comptroller of the Currency of the fact of the 

issuance of the complaint. 

(Copies of these letters are 
attached hereto marked So. 16, 
Ho. 17 and No. 13.) 

Ob August 30, 1943, the Comptroller, in a letter to the Board dealing 

with various matters which had been the subject of correspondence between 

the two agencies, again took occasion to point out that he was withholding 

action on the applications of the Bank of America to branch the Transameriea-

owned banks which were involved in the Board's Clayton Act proceeding. 

Among other things, he stated! 

"Since receipt of your advice of the intention of the 
Board to institute Clayton Act proceedings against Trans-
america Corporation we have consistently refused to grant 
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applicstions which fa l l into the f i rst class, i .e . , appli-
cations for branching Transamerica-owned banks into the 
Bank, of America system. Ve have followed this policy in 
order that no question might be raised as to possible inter-
ference with the Board*£ action." 

(A copy of the Comptroller*s 
letter of August 30, 1948, is 
attached hereto marked Ho. 19.) 

The hearings under the Board's complaint were scheduled to 

commence on October 12, 1943. However, on Friday, October 3, 1943, 

Transamerica Corporation filed a suit in the District Court of the United 

States for the District of Columbia to enjoin the holding of the hearings. 

The matter was argued before Justice Morris on October 20, 1943, and on 

November 3, 1943, Justice Morris dismissed Transamerica's complaint. 

(A copy of Justice Morris* 
opinion is attached hereto 
marked Ho. 20.) 

Ho appeal was taken from this decision. There followed several notions 

fi led with the Board by Transamerica, and the disposition of these 

motions prevented the actual taking of evidence in the case until Feb-

ruary 2, 1949, when the hearings were con^eiiced at the Board*s offices in 

Vashington, D. C. At the reouest of Transamerica the hearingc were moved 

to San Francisco in April 1949, and they have been continuing there with 

several interruptions until the present time. After the conclusion of 

the Board-'s case and upon motion of the Board's Solicitor, the Board's 

original complsint was emended on July 19, 1949, to include three addi-

tional banks which Transamerica had acquired since the f i l ing of the 

Board's original complaint. 

(A copy of the Board's amended and 
supplemental complaint is attached 
hereto marked lo. 21.) 
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The Board understands that there are but several weeks more of testimony 

expected to be taken in San Francisco at which time the hearings wi l l 

agein be returned to Washington where i t is expected that they will short-

ly be concluded. 

Heedless to say, the carrying on of the investigation prelimi-

nary to the issuance of the complaint, the many procedural matters that 

preceded the actual taking of testimony, and the extensive hearings held 

both here and in San Francisco have involved the expenditure of very sub-

stantial sums of money. In addition, the Board has been deprived daring 

virtually a l l of the time devoted to the hearings of the advice and 

counsel of Governor Evans who has been acting as Hearing Officer in the 

case, i t a l l times the Board fe l t that i t could rely upon the assurances 
i 

of the Comptroller that action upon the applications to branch those banks 

named in the complaint would be deferred until the Board had decided the 

Transamerica case. Taking a l l of these considerations into account, and 

particularly having in mind the important issue of the public interest 

which is at stake in these proceedings, the Board cannot but hope that no 

f inal action by the Comptroller respecting these branch applications wi l l 

be taken which wi l l have the effect of null ifying a substantial portion 

of the Board*• present Clayton Act case against Transamerica Corporation. 

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



BOARD OF GOVKhNOES OF TBI FEDERAL HESIRVE SYSTEM 
VASHISGTOH 

February U , 19A2 

Transamerica Corporation, 
San Francisco, California., 

Gentlemen: 

The Board has recently received through the Federal Reserve 
Bank of San Francisco a copy of a letter from a member bank, control 
of which was recently accuired by your Corporation, stating thFt the 
member bank has under consideration the establishment of several branch 
banks and th£t the letter is written for the purpose of securing the 
necessary approval from the Federal Reserve Bor.rd. The member bank's 
letter set forth certain facts with respect to proposed branches at two 
locations and stated that the letter would be supplemented by such 
formal applications as Federal Reserve regulations may recuire. 

The Board gave careful consideration to the information sub-
mitted and to other pertinent information in its f i les and reached the 
conclusion th?t i t should not approve the establishment of the proposed 
branches on the basis of the information now before i t . The Federal He-
serve Banx of San Francisco was requested to advise the member bank ac-
cordingly. 

Should your Corporation have any plans for the further expan-
sion of its interests in banks, either directly or indirectly, through 
the mechanism of extending loans to others for the purpose of acquiring 
fcsnk stock, or in any other manner, you are requested to advise the 
Board through the Federal Reserve Bank of San Francisco before any such 
plans are consummated. 

The Board's position in this matter is in accord with the 
policy, upon which there is unanimous agreement by the Board, the Comp-
trol ler of the Currency, and the Federal Deposit Insurance Corporation, 
that the Federal Bank supervisory agencies should, under existing cir -
cumstances, decline permission for the acquisition directly or indirect-
ly of any additional banking offices or any substantial interest therein 
fcy Transamerica Corporation, Banc of America U. T. & S. A., or any other 
unit of the Transamerica group. 

Please see that a l l persons in the Transamerica group who may be 
concerned with this policy are advised accordingly. 

fery truly yours, 

Chester Morri l l , 

Secretary . 

SO, 1 

c 
0 

p 
T 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

Office of the Chairman 
November 13, 1942. 

Dear A. P.: 

This is in reply, to your letter of August 17, 1942, vith 
reference to the action of the Board of Governors in denying the ap-
plication for the establishment of branches at Temple City and Alhambra 
by the First Trust and Savings Bank of Pasadena, vhich is controlled 
trjr Transamerica Corporation through the ownership of a majority of the 
capital stock. Your letter was acknowledged by Mr. Clayton under date 
of August 21, 1942, immediately after I had left Vashington for a few 
weeks* tr ip to the Vest^ 

Since returning to Washington, a great many pressing matters, 
including war financing, have taken up ay entire time. Consequently, I 
have only recently had an opportunity to consider with Governor McKee, 
to whoa you referred in your letter, and the other Members of the Board 
and some of its staff certain statements and charges contained in your 
letter, with which we cannot possibly agree. 

For some time prior to January, 1942, the Comptroller of the 
Currency bad repeatedly refused to approve expansion in the number of 
branches of Important national banks in the Transamerica Corporation 
group. S ortly before that date, Transamerica Corporation obtained con-
t ro l of the First Trust and Savings Bank of Pasadena. In January, 1942, 
that bank wrote a letter to the Federal Peserve Bank of San Francisco, 
stating, among other things, that i t had "under consideration the estab-
lishment of several branch banks," Temple City and Alhambra being men-
tioned specifically. 

In view of previous discussions and understandings, the Board 
wes surprised to learn of these plans for expansion. On February 14, 
1942, i t requested of the Federal Reserve Bank that the First Trust and 
Savings Banic of Pasadena be advised, before i t took any further steps to 
consummate its plans, that the Board had given careful consideration to 
the information submitted and to other pertinent information in its f i les 
and had reached the conclusion that i t should not approve the establish-
ment of the proposed branches on the basis of the information before i t . 
The Board also considered i t desirable to inform Transaw.erics Corporation 
directly of the action on the Pasadena application and to express again to 
i ts management the Board's views in the matter of expansion. Accordingly, 
on the same date i t addressed a letter to the Corporation in which i t was 
stated: 
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•Shcnild your Corporation have any plans for the further 
expansion of its interests in hanks, either directly or in-
directly, through the mechanism of extending loans to others 
for the purpose of acquiring bGnk stock, or in any other man-
ner, you are reouested to advise the Board through the Federal 
Reserve Bank of San Francisco before any such plans are con-
summated. 

"The Board's position in this matter is in accord with 
the policy, upon whic there is unanimous agreement by the 
Board, the Comptroller of the Currency, and the Federal Deposit 
Insurance Corporation:, th t the Federal bank supervisory agen-
cies should, under existing circumstances, decline permission 
for the acquisition directly or indirectly of any additional 
banking offices or any substantial interest therein by Trans-
r.merica Corporation, Bank of America N. T. & S. A., or any other 
unit of the Transamerica group. 

•Please see tlmt a l l persons in the Transamerica group who 
may be concerned with this policy are advised accordingly." 

nevertheless, the First Trust and Savings Bank of Passdens 
thereafter continued its plans and on February 23, 1942, entered into a 
contract to assume deposits and take over assets of the Temple City na-
tional Bank, with a view to operating a branch at that location. On 
June 10, 1942, the bank filed a formal application for the establishment 
of branches at Temple City and Alhambra. On July 10, 1942, the Board 
declined this application and requested that the bank and Transamerica 
Corporation be advised accordingly. 

I t is our understanding that the position of the Comptroller of 
the Currency in this matter, referred to above, remains the same, lie are 
advised that the Federal Derosit Insurance Corporation has indicated its 
unwillingness under existing circumstances to insure any newly organised 
State non®ember bank in which Transamerica Corporation hs.se substantial 
interest or any bank in the group which may withdraw from the Federal Re-
serve System. As for the Board's position, until i t is satisfied that the 
financial policies pursued by Transamerica Corporation and its affil iated 
institutions are consistent with the public interest, i t will consider as 
unsound their efforts to continue an expansion program by whatever means, 
including the organisation of new State banks, the acquisition of control 
of existing State banks, or the conversion of national banks to State banks, 
and the establishment of branches thereof. In addition, where the change or 
conversion from one jurisdiction to another is for the purpose of avoiding 
proper restrictions or requirements of other Governmental agencies, the 
Bosrd does not propose to be used as a means of avoiding such restrictions 
or requirements, considered by the Board to be justified under existing 
cireurnstances„ 
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The foregoing wil l indicate some of the more important con-
siderations underlying the Board*s position in this matter. In view of 
our previous discussions vith representatives of your organizations, i t 
is fe l t unnecessary to go into further detail. However, as you well 
know, whenever you or any of your associates feel that you have a just 
grievance to take up vith the Board, dr that you heve some additional in-
formation to assist the Board' in its deliberations, yeu are always wel-
come to call in person for a more complete and frank discussion than is 
practicable through corresoondenee. 

Sincerely yours, 

(signed) M. S. Eccles, 
Chairman. 

Mr. A. P. Giannini, 
'Chairman of the Board, 
Transamerica Corporation, 
Sen Francisco, California. 
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RESPONSIBILITIES M FOVEAS OF BOARD ITSD1R THE CLAYTON ACT 

EXPress Provisions of Section 11 

The f i rs t paragraph of section 11 reads as follows* 

"Authority to enforce comollsnca vith sections 3, 4. 7. 
and 8 of this t i t le by the persons respectively subject thereto 
is hereby vestedi In the Interstate Commerce Commission, where 
applicable to common carriers subject to chapters 1 and 3 of 
Title 49; in the Federal Communications Commission, where appli-
cable to common carriers engaged in wire or radio communication 
or radio transmission of energy; in the Civil Aeronautics Board 
where applicable to a lr> carriers and foreign air carriers sub-
ject to chapter 9 of Title 49? in the Board of Govt mora of the 
Federal Reserve System, where sa leab le to banks, banking asso-

and trust companiest end in the Federal Trade Commis-
sion, where spplicable to a l l other character of commerce, to be 
exercised as followii" (Underscoring supplied) 

Historically, I find no evidence that the Board has ever assumed 

any responsibility for the enforcement of any section of the Clayton Act 

other than section 3 which applies to interlocking directorates and o f f i -

cers of banks. Exclusive authority for the enforcement of section 8 was 

later vested in the Board by special provisions contained in an amendment 
i 

of the section and the Board's Regulation L was issued under this authority. 

Aside from this * uthorlsstion, however, there is the authority already noted 

in section 11 which deals expressly with the enforcement of e l l four sec-

tions. 

I t may be argued that the later inclusion of the special author-

ity in section 8 was e recognition that the Board's authority is limited 

to section 3 and section 8 only. However, no change was made in the lan-

guage of section 11 and the general grant of authority, in its original lan-

guage, regains in the- law. Moreover, i t has been amended from time to time 

by the inclusion of other agencies. This would seem to be especially sig-

nificant because, i f i t had been intended that the Board's responsibility 
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should not extend beyond section 8, the exclusive authority vested under 

section 3 vould be sufficient. 

Sections 3 *»*d 4 deal with certain fair trade practices and are 

designed generally to prevent unfair discrimination in prices of commodi-

ties between different purchasers an4 agreements not to use the goods of 

competitors. I t is di f f icult to see how the business of banks could be in-

volved in these sections. However, this does not necessarily follow in the 

case of section 7. 

Seqt^on 7 9f Clayton Apt 

The pertinent portion of section 7 reads as follows: 

"Mo corporation engaged in commerce shall acquire, direct-
ly or indirectly, the whole or any part of the stock or other 
share capital of another corporation engaged also in commerce, 
where the effect of such acquisition may be to substantially 
lessen competition between the corporation whose stock is so ac-
quired and the corporation sicking the acquisition, or to restrain 
such commerce in any section or cormwnity, or tend to create s 
monopoly of any line of commerce. 

•Ho corporation shall acquire, directly or indirectly, the 
whole or any part of the stock or other share capital of tvo or 
more corporations engaged In commerce where the effect of such 
act uisltlon, or the use of such stock by the voting or granting 
of proxies or otherwise, may be to substantially lessen competi-
tion between such corporations, or any ot them, whose stock or 
other share capital is so acquired, or to restrain such commerce 
in any section or community, or tend to create s monopoly of any 
line of commerce. 

•This section shall not apply to corporations purchasing 
such stock solely for investment and not using the same bf voting 
or otherwise to bring about, or in attempting to bring about, the 
substantial lessening of competition. 8or shall anything con-
tained in this section prevent a corporation engaged in commerce 
from causing the formation of subsidiary corporations for the ac-
tual carrying-cn of their immediate lawful business, or the natu-
ral and legitimate branches or extensions thereof, or fro® owning 
and holding a l l or a part cf the stoe* of such subsidiaiy corpo-
rations, when the effect of such formation is not to substantially 
lessen competition." 
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Note that the f i rst paragraph deals vith one corporation acquir-

ing the stock of another corporation where the effect raey be substantially 

to lessen competition between the two corporations or tend to create a 

?nonopoly of any line of commerce. The second paragraph deals vith e cor-

poration acquiring the stock of two cr «aore corporations engaged in com-

merce vhere the effect may be to lessen competition between such corpora-

tions, or to restrain such commerce in any section or co-n̂ un 1 ty. or tend to 

create a monopoly of any line of commerce. This paragraph is aimed direct-

ly at holding companies. 

Board's Responsibility to Enforce Compliance of Section 7 
Vfbere Applicable to Banking Business 

As already mentioned, I do not find uny evidence that the Board 

has ever assumed that i t had any responsibility to enforce section 7. This 

does not gainsay the fact that section 11 says l i teral ly that authority to 

enforce compliance vith section 7 by persons respectively subject thereto 

is vested in the Board vhere applicable to banks. I t may be argued that the 

language "persons respectively subject thereto" read in the l ight of the 

subsequent language vesting authority in the Bos-rd "where applicable to 

banks, banking associations, and trust companies" means thet the Board can 

only enforce compilenee by banks, banking associations, and trust companies• 

This argument, however, is not supported by the one case I have so far dis-

covered on the point. 

In Fruit Grower a Express Incorporated vs. Federal Tr?-.ie Concii&gi';n. 

27A Fed. 205, i t appears that the Commission brought an action under section 3 

against the Fruit Growers Express which was not a common carrier but furnished 
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refrlgerator cars to common carriers under an exclusive contract vhich vas 

tfce subject of the Commission's complaint. The Circuit Court of Appeals 

dismissed the case saying: 

"Authority to enforce compliance vith section 3 of the 
Cleyton Act is vested by section 11 thereof in the Interstate 
Commerce Commission where applicable tc common carriers, in 
the Federal Reserve Bostrd where applicable to banks, banking 
associations, and trust companies, and in the Federal Trade 
Commission vhere applicable to a l l other character of commerce. 
I f respondent had jurisdiction, i t was by virtue of this section. 

* * * * * 

* 2 , The words 'where applicable to common carriers,1 in 
section 11 of the Clayton Act, must mean that where the facts in-
volve common carriers, or the busine&e of common carriers, then 
the jurisdiction is aolely in the Interstate Commerce Commission* 
The action complained of involved common carriers and tended to 
very greatly affect their business. Respondent vas therefore with-
out jurisdiction." 

This case is somewhat weakened as a conclusive authority because of 

the fact that the Supreme Court granted a writ of certiorari, vhich indicated 

a desire, for one reason or another, to review the decision, and subsequently 

the ease vas dismissed by agreement without the Supreme Court having acted. 

Nevertheless, the logic of the opinion seems sound. Moreover, again i t must 

be noted that whereas section 11 vests rovers in the Board where section 7 

is applicable to banks, banks generally, under other provisions of lav, can-

not acquire stocks anyhow. Tvis would seem to support the argument that the 

jurisdiction of the Board attaches where the offense involves the business 

of banking rather than only when a bank is the offender. 

TYfr Supreme fr^rt Opjnfc>n in the Insurance Cases 

Section 7 of the Clayton Act deals with the accuisition cf the 

atoek of corporations "engaged in commerce". There is a difference between 
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"engaging in commerce" and the conduct of a business "affecting commerce" 

to such an extent as to subject i t to the exercise of Federal rover under 

the Commerce Clause, This, I assume, is the principal reason why the cues-

tions herein presented have not, so far as I have been able to find, been 

raised before. 

Already, the courts have held that the business of hanking, as 

conducted by Bank of America 8. T. & S. A., affected cot^erce within the mean-

ing of the National Labor Relations Act and that Bank of America T. tc S. A., 

accordingly, is subject thereto. 

More important, however, ere the recent Supreme Court decisions 

in the insurance cases. I refer to the ease of United States vs, South-

Eastern Underwriters Association, 64 Supreme Court Reporter 1162, decided on 

June 5, 1944. 

The South-Eastern case vas brought under the Sherman Anti-Trust. 

Act. Many years prior the Supreme Court had held that "the business of in-

surance is not eoEsmerce". The court, however, in the South-Eastern case 

pointed cut the following with respect to the business of insurance! 

"Ordinarily courts do not construe words used in the 
Constitution so as to give them s meaning mere narrow than 
one which they had in the common parlance of the times in 
which the Constitution was written. To hold that the word 
•commerce* as used in the Commerce Clause does not include a 
business such as insurenee would do just that. Whatever 
othar meanings 'commerce* may have included in 1737, the 
dictionaries, encyclopedias, and other books of the period 
show that i t included trade: businesses in which persons 
bought and sold, bargained and contracted. And this meaning 
has persisted to modem times. Surely, therefore, a heavy 
burden is on him who asserts that the plenary power which the 
Commerce Clause grants to Congress to regulate 'Commerce among 
the several States* does not Include the power to regulate 
trading In insurance to the same extent that i t Includes power 
to regulate other trtdes or businesses conducted across state 
lines. 
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•The modem Insurance business holds a coseaanding position 
in the trade and commerce of our nation. Built upon the sale of 
contracts of indemnity, i t has become one of the largest and 
most important branches of commerce* Its total assets exceed 
137,000,000,000, or the approximate equivalent of the value of 
a l l farm lands and buildings in the United Ststes. Its annual 
premium receipts exceed $6,000,000,000, nore than the average an-
nual revenue receipt* of the United States Government during the 
last decade. Included in the labor force of insurance are 524,000 
experienced vorkers, almost as many as seek their livings in coal 
mining or automobile manufacturing. Perhaps no modern commercial 
enterprise directly affects so ir,any persons in a l l val*s of l i fe 
as does the insurance business. Insurance touches the home, the 
family, and the occupation or the business of almost every person 
in the United States. 

"This business is not separated into 48 distinct terr itorial 
compartments vhich function In isolation from each other. Inter-
relationship, Interdependence, and integration of activities in a l l 
the states in vhich they operate are practical as-acts of the in-
surance companies' methods of doing business. A large share of the 
insursnce business is concentrated in a comparatively fev companies 
located, for the most oart, In the financial centers of the East. 
Premiums collected from policyholders in every part of the United 
States ficv into these companies for investment. As policies be-
come payable, checks and drafts flov back to the many states vhere 
the policyholders reside. The result is a continuous and indivisi -
ble stream of intercourse among the states composed of collections 
of premiums, payments of policy obligations, and the countless 
documents and communications vhich are essential to the negotiation 
and execution of policy contracts. Individual policyholders living 
in many different states vho ovn policies in a single company have 
their separate Interests blended in one assembled fund of assets 
upon vhich a l l are equally dependent for payment of their policies. 
The decisions vhich that company wakes at Its home office—the 
risks i t insures, the premiums i t charges, the investments i t makes, 
the losses i t pays—concern not just the people of the state vhere 
the home office happens to be located* They concern neople l iving 
far beyond the boundaries of that state*R 

After revieving, st length, the business of insurance as conducted 

in this country, the court held that i t vas commerce and in summation saldi 

"Mo commercial enterprise of any kind vhich conducts its activi-
ties across state lines has been held to be vholly beyond the 
regulatory pover of Congress under the Commerce Clause. Ve carnot 
make an exception of the business of Insurance.* 
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So i t is that the Supreme Court, after having adopted a contrsiy 

riew for many yearn, hat nov held that the business of insurance is "com-

merce". That i t would likewise 86 hold vith respect to the business of bank-

ing seems ncre than probable. In fact, I t is hard to see hov i t could hold 

otherwise without upsetting the insurance decision. 

I f banks, or particular banks, do "engage in coscnterce" the acqui-

sition of their ftocks under circumstances fall ing vithln the scope of sec-

tion 7 would constitute a violation of that section) and, under the authority 

Qf Fruit growers Express Incorporated vs. Fe<fcr*l Trsfo Co^ission, supra, 

the Board would have authority tc proceed under section 11. 

Powers V lch the Bo^rd V.:-n.d Have with Pesoect to Violations 

of Section 7 

The view that the Bo* rd has responsibilities and powers under sec-

tion 7 carries with i t very far-reaching implications. This is illustrated 

by the following passages taken from section l i t 
"Vhenever the commission or board vested with jurisdiction 

thereof shail have reason to believe that any person is violat-
ing or has violated any of t,he provisions of sections two, three, 
seven and eight of this Act, i t shall issue and serve upon such 
person a complaint stating its charges in that respect, and con-
taining a notice of a hearing upon a day end at a plaee therein 
fixed at least thirty days after the service of said complaint. 
* * * Ajqt person may make application, and upon good cause shovn 
may be allowed by the commission or board, to intervene and ap-
pear in said proceeding by counsel or in person. * * * I f upon 
such hearing the commission or board, as the case may be, shall 
be of the opinion that any of the provisions of said sections 
have been or are being violated, i t shall make a report in vrit ing 
in vhich i t shall state its findings as to the facts, and shell 
issue and cause to be served on such person an order requiring such 
person tc cease and desist from such violations, and divest Itself 
of the stock held or rid i tself of the directors chosen contrary 
to the provisions of sections seven and eight of this ict , i f any 
there be, in the manner and witftjtn thf tlnf fised bT order. 
(Underscoring supplied) 

e e e e e 
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"I f such person falls cr neglects to obey such order of 
the commission or board vhile the same Is in effect, the cos-mis-
sion or board may apply to the circuit court cf appeals of the 
United States, vlthin any circuit vhere the violation complained 
of vas or Is being committed or vhere such person resides or 
carries on business, for the enforcement of its order, and shall 
certify and f i l e vith its application & transcript of the entire 
record in the proceeding, Including a l l the testimony t&Ken and 
the report and order of the commission or boerd. * * * The find-
ings of the commission or boerd as to the facts, i f supported by 
testimony, shall be conclusive, 

a a a * a 

"Such proceedings in the circuit court of appeals shall be 
given precedence over other esses pending therein, snd shall be 
in every vay expedited,* 

Boa yd1 s Authority to flroaden gcoae of Afirt-eveat fieculred of Bank 
Holding Companies As an Incident, to Granting a General Voting 

Permit qnfler Secticp U.S.H.&* 

Section 51441 In providing for the Issuance of voting permits by 

the Botrd, says inter alias 

"The Botrd of Governors of the Federal Reserve System may, in 
its discretion* grant or vithhold such permit as the lubllc in-
terest say re- aire." (Underscoring supplied) 

The Federal Communications Co mission has regulatory rovers v ith 

respect tc radio broadcastinf. The statute vesting povers in the Commission 

authorises i t to act "fro® time to time, as :ubllc convenience. interest, 

or necessity reoulres." (Underscoring supplied) The Board v i l l recall the 

l it igation betveen the broadcasting chains and the Cosaaission groving out 

of regulations Issued by the Commission aisled at monopolistic practices. 

This l it igation reached the Supreme Court and vas decided May 10, 

1943. Matlomq Broadcast!?^- ta^RY. 9% «]•« United States, et a l . . 

319 0. S. 190. 

The Communications Act provides that the Commission may refuse to 

grant a license to persons adjudged guilty in s court of l&v of conduct in 
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violation of the anti-trust lavs. I t vas argued that this vas s limitation 

upon the Commission's authority to act in advance of a violation and con-

viction; that the Commission's regulations constituted an ultra vires at-

tempt to enforce the anti -trust lavs, the enforcement of which was in the 

province of the Attorney General and the courts end not in the Commission; 

that the regulations were arbitrary and capriciousi and that the delegation 

of legislative authority on so vague a standard as the "public interesfwes 

unconstitutional• 

There follows a few passages from the Supreme Court opinion on 

these points: 

"That the Conaission may refuse to grant a license to per-
sons adjudged guilty in a court of lew of conduct in violation 
of the anti-trust laws certainly does not render irrelevnnt con-
sideration by the Commission of the effect of such conduct uoon 
the 'public interest, convenience, or necessity.' A licensee 
charged vith practices in contravention of this standard cannot 
continue to hold his license merely because his conduct is also 
in violation of the anti -trust laws and he has not y*t been pro-
ceeded age in t and convicted, fly clarifying in 5 311 the scope 
of the Commission's authority in dealing with persons convicted 
of violating the anti-trust lavs, Congress can hardly be deemed 
to have limited the concept of 'public interest' so as to exclude 
a l l considerations relating to monopoly and unreasonable re-
straints upon commerce. lothing in the provisions or history of 
the Act lends support to the inference that the Co-mission was 
denied the power to refuse s license to a station not operating 
in the 'public interest, ' merely because its misconduct happened 
to be an unconvicted violation of the anti-trust laws. 

•Alternatively, i t is urged that the Regulations constitute 
an ultra vires attempt by the Commission to enforce the anti-
trust laws, and that tha enforcement of the anti-trust laws is 
in the T . r o v i n c e not of the Commission but of the Attorney General 
and the courts. This contention misconceives the basis of the 
Commission's action. The Commission's Report indicates plainly 
enough that the Commission was not attempting to administer the 
anti-trust lavss 

•'The prohibitions of the Sherman Act apply to broadcasting. 
This Commission, although not charged v i th the duty of enforcing 
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that lav, should administer its regulatory powers vith respect 
to broadcasting in the l ight of the purposes vhich the Sherman 
let vas designed to achieve. . . . Wtile many of the net work 
practices raise serious cuesticns under the antitrust lavs, our 
jurisdiction does not depend on a shoving that they do in fact 
constitute a violation of the antitrust lavs. I t is not our 
function to apply the antitrust lavs as such. I t is our duty, 
hovevsr, tc refuse licences or renewals to any person vho en-
gages or proposes to engage in practices vhich v i l l prevent 
either himself or other licensees or both fro?* making the fu l l -
est use of radio faci l it ies. This is the standard of public 
interest, convenience or necessity vhich ve must apply to a l l 
applications for licenses and renevals. . . . Ve do not predi-
cate our jurisdiction to issue the regulations on the ground 
that the network practices violate the antitrust lavs. V© are 
issuing these regulations because we have fcund that the net-
work practices prevent the maximum utilisation of radio fac i l i -
ties in the public interest.1 (Report, pp. l6 t '33, 83 n. 3.) 

"Ve conclude, therefore, that the Communications Act of 1934 
authorized the Commission to promulgate regulations desired to 
correct the abuses disclosed by i ts Investigation of chain broad-
casting. There reiaains for consideration the claim that the Com-
mission's exercise of such authority was unlawful, 

"The Regulations are assailed as 'arbitrary and capricious.1 

I f this contention means that the Regulations are unwise, that 
they are not likely to succeed in accomplishing what the Commis-
sion Intended, we can say only that the appellants have selected 
the wrong forum for such a plea. Vhat was said in Bo^rd of Trade 
v. United States. 3 H U. S. 53I, 51&, is relevant here* 'Ve 
certainly have neither technical competence nor legal authority 
to pronounce upon the wisdom of the course taken by the Commis-
sion.1 Our duty is at an end when we find that the action of the 
Ccamiseion vas based upon findings supported by evidence, and was 
made pursuant to authority granted by Congress. I t is not for us 
to say that the 'public interest* wi l l be furthered or retarded 
by the Chain Broadcasting Regulations. The responsibility belongs 
to the Congress for the grant of valid legislative authority and 
to the Commission for its exercise* 

* e e e e 

"Since there Is no basis for any claim that the Commission 
failed to observe procedural safeguards recuired by Isw, we 
reach the contention that the Regulations should be denied en-
forcement on constitutional grounds. Here, ss in Sew York Central 
Securities Com, v. United States. 287 U. S. 12, 24-25, the claim 
is made that the standard of 'public Interest' governing the ex-
ercise of the powers delegated to the Commission by Congress is so 
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vague and indefinite that, i f i t be construed as comprehensively 
as the vords alone permit, the delegation of legislative author-
ity is unconstitutional. But, as ve held in that case, ' I t is a 
mistaken aaaumption thst this is a mere general reference tc iub-
l i c welfare without any standard to guide determinations. The 
purroae of the Act, the recuirenents i t imposes, and the context 
of the provision in auestion shov the contrary.1* 

This case points to the authority of the Board i f , indeed, i t does 

not point to s duty to exercise, in the l ight of the purposes of the Clayton 

Act, such powers as i t has in issuing or withholding voting permits. In 

fact, i t could be argued that, by virtue of being expressly narsed in the 

Clayton Act as an enforceftent agency, i ts responsibility to so act is greater 

than was the Commission's in the case of the Sherman Anti-Trust Act. 

Conc^usipp 

T^ls memorandum suggests an authority upon the part of the Board 

(1) expressly to enforce section 7 of the Clayton Act agtinst any corporation 

and particularly a holding company acpuirinp. the stock of banks in violation 

of section 7, and (2) broadening the agreement required of "holding company 

af f i l iates" as an incident to obtaining a voting permit so as to include the 

objectives of section 7. The implications of both are extremely broad and 

far-reaching. There is good reason, however, why even i f never considered 

before they should be seriously considered now. This is true because of the 

two very recent decisions of the Supreme Court which have been cited. 

The question cf whether banks "engage in com^ercc" v ithin the 

meaning of the Ccnmerce Clause of the Constitution is an extremely toucfcfy 

one to banks. The issue has never been met head-on nor expressly decided 

by the Supreme Court. Historically, the Board has never proceeded under 
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section 7 of the Clayton Act* For a l l of these reasons, and for the fur-

ther reason that such an opinion would hare persuasive authority in court, 

i t «ight be advisable to explore the Questions raised vith the Attorney 

Ganeral with a view poaaibly of obtaining an opinion with respect to t'̂ e 

Bot.rd1 s authority and responsibility. 

JPDt fee 
7 /26 /U 
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You have asked do (1) whether Section 7 of the Clayton ct applies 

to banks, and (2) i f Section 7 does apply to basics vrbat is the Federal 

I ,eserve Board's authority under Section 7 in regard to banks that are 

acquired by hold in: - eccipanies, and can the Hoard proceod under Section 

I I ajainst such holding companies. 

For the purpcses of this ronorandnn I should like to restate the 

question? ihusi (1) does Section 7 of the Clayton ct apply to banks, 

and, I f so, can the Federal fesorve Board proceed imdar "ection 11 against 

bank holding companiesj (?) the scope of ths Federal eserve board's 

authority under ection 11. 

X conclude that lection 7 does apply to banks and that under Section 

11 the federal losorve "3oard has authority to proceed against bank hold-

ing oonpardes. I leave "or future consideration, pending a discussion 

between us, the scope of the Board's authority under rection 11, 

ection 7 of the Clayton Act, in general, provides that no corpor-

ation engaged in coraieroe shall acquire stock of another corporation 

an/jaged in comeroe nor sliall any corporation acquire stock of two or 

nore corporations engaged in comerce where tto effect of such acqui-

sition cay he to substantially lessen competition, restrain corr^erce, 

or tend to create a nonopoly. Other provisions of Section 7 qualify 

these prohibition® by exanpfcinj £TOD their operation stock purchased 

for investnent, foraatlon of subsidiaries for the actual carrying on of 

business and owners liip of stock by ccczaon carriers in branch or feeder 

linos. 

i^flqAflpqK poll A S S I S T AiTaun^ Dhnas 

c 
0 
F 
I 
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The question '-sere presented could involve the issues of whetlier 

Section 7 of the Clayton Act is intended to include banks within the 

scope of its prohibitions since banking is regulated by other legislation" 

which may be deceaed exclusive regulation arid whether i f Section ? is 

other-rise applicable the business of banking is in interstate comaerce. 

This Section, as its terrs plainly suggest, was intended for the 

protection of the public against the evils which flow from. the lessening 

of competition. There is nothing in the wording of the ^action i tsel f 

which would surest legislative intention to exclude banks from its 

operations. On the other hand, there are express references in Section 7 

to SODS situations where the legislature did not intend the prohibitions 

to apply. Certainly within the four confers of the Section i t can be 

argued that the express mention of exclusions impliedly includes a l l 

other situations, ^urthariaape, I find nothing in other banking legis-

lation which would exclude the application of Section 7 to banking. 

I have been unable to find any cases where the Federal Keserve 

Board has attempted to enforce Section 7. However, the Interstate Com-

merce Commission has assumed responsibility to enforce the prohibitions 

of Section 7 in their application to railroads. In Pennsylvania ..Railroad 

v. Interstate Somncrce Comission. 66 Fed. (2d) 37, (C.C.A. 3, 1933) 

(affirmed 291 U. 3. 651 by an equally divided court), a petition was in -

stituted by the Pennsylvania Railroad (under the authority of Section 11 

of the Clayton ct) to set aside an order of the Interstate Commerce 

1. See page , infra * for reference to Section 8 of tJie Clayton Act. 
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Qwiwrica requiring petitioners to divest theisselves of shares of capital 

stock of t\*o other railroads which tlie Ckssnsaiesion found was held in viola-

tion of Section 7. The Circuit Court of Appeals reversed the order of 

the Commission holding that there vas not substantial evidence to sustain 

the Corr.ission's findings. niestions of whether Section 7 of the Clayton 

4ct applies to railroads, and, i f Section 7 does apply to railroads, the 

scope of the Interstate Cori-crco CcCTnlssion1s authority were not raised. 

I t yas -assured fay the parties and tlie Court t at the prohibitions of 

Section 7 applied to railroads (and that Section 11 was the measure of 

the Connission's authority to enforce tlie requirements of ' action 7). 

I find nothing in the legislative history that the prohibitions of 

Section 7 were not i : tended to apply to banks. However, tlie Congressional 

debates on Section 11 establish, in ry opinion, that Congress intended 

Section 7 to apply to banks and vested jurisdiction in the Federal 

reserve 3oard under Section 11 to proceed to enforce Section 7 where 

applicable to tanks, banking associations, and trust companies. 

I have not gone into the question of whether banks can acquire 

stock. The opinion of Mr. Dreibelbis, General Attorney for the loard of 

Governors of tlie 'ederal Reserve System, concludes that particular banks 

or tlie business of banking nust be considered eoraasrce within the holding 

of the Spu t - ^g^m TMfirerive3rs Association case and that the acquisition 

of bonk stocks under cincurstanoes fai l ing within tlie scope of Section 7 

would constitute a violation of that Section. I a^ree with this conclu-

sion but I think i t is appropriate to point out here that an analysis 
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of the cases instituted by the Department, t;*e Federal Trade Carmaission, 

and the Interstate Conacrce Commission to enforce the prohibitions of 

Section 7 indicates that "the courts hare been unwilling to adopt a 

construction of the language used in Section 7 wiiich warrants an in~ 

Jmiction against acquisition of stock in another corporation one 

engagad in interstate ccosorce witliout affirmative showing of a probable 

effect to restrain commerce, create a monopoly or other injurious effect 

upon public i n t e r e s t . U n i t e d Jiflfrffi -^CP^Hc Sfocl Ccrp., 11 ,ed. 

Snpp. 117 (N.B. Ohio 1935). The Supremo Court, in I n t e n t i o n a l .Shpe 

^ W v. . -•oq^l Qaraigpiffli, 280 U.S. 291 (1930), iieldi 

"î ere acquisition by one corporation of stock 
of a competitor, even though I t result In some lessen-
ing of competition, is not forbidden; the act deals 
only with such acquisitions as nrob&bly wi l l result 
in leemning competition to a substantial degra* 
that is to say, to such a decree as wi l l injuriously 
affect tha public,* 

In other words, the Supreme Court lias approved the test of reasonableness 

in cases arising under Section 7 of the Clayton *ct and has rejected the 

argument that the possession of tne pouer regardless of its use is not 

enough to establish a violation of Section 7. 

Section 11 of the Act provides that authority to enforce compliance 

with Sections 2, 3- 7, and 3 of tha Sati is vested in th i Interstate 

CoKcerea Gory!3ssion wher* applicable to common carriers subject to the 

Interstate Cocraarce Act; tlie ederal Ccanmunicatiors Goiriosion where 

applicable to cocoon carriers engaged in wire or radio cocssuoication or 

radio transmission of energy; the Civ i l Aeronautics oard where applicable 
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to air carriers and foreign air carriers subject to the Civ i l Aeronautics 

Actj the Board of Governors of the Federal Reserve System where applicable 

to banks, banking associations and trust ecr.poniesj and in the Federal 

Trade Comission where applicable to a l l other character of correrce. 

Section 2 applies to diecriminations in price in interstate coaneroe 

between different purchasers of corsnodities. Section 3 prohibits tying 

clauses and conditions i n tlie sale, in interstate commerce, of goods, 

wares, and aorchandise which tend to create a monopoly and substantially 

lessen competition. faction 7 is hero under discission. Section 3 

prohibits eomon directorates in banks and banking institutions of Eore 

than a designated sise, and in corporations engaged in interstate cornnerce 

with a capital surplus and undivided profits in excess of a designated 

sum, except in ooeoaon carriers. 

The legislative liistory mkes i t clear that Congress intended the 

Federal " eserve Board to e!iforce compliance with faction 7 wiiere ap-

plicable to banks, banking associations, and trust companies. 

Senator Culberson, Manager of the enate conferees, stated: 

51 e include ectiors 2, 3, 7, and 3 because 
their enforcement is given to these corr issions; 
and we wanted to nake this remedy clearly eceftd*~ 
tive and not exclusive." (51 Con-j. Roc. 15943) 

The conference report stated that Section l is 

'Vests jurisdiction in the Interstate Ccs>-
nerce Corsaission, the federal Reserve Board, and 
the federal Trade Oorininsion to enforce the 
provisions of Sections 2, 3 , 7 , and 8 of this 
\et . n (51 Oeog. Eec. 16:?63) 
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Conprossran 'loyd, ouse ilanager of the conferees, stated: 

51 There are several other remedies provided 
in this b i l l . Under raction 11 the violation 
of Sections 2, 3, 7, and 3 xssy be enforced, 
respective^, by tlie Trade CoEcaission, by the 
Interstate .2ormerce Comission, or by the Fed-
eral Preserve Board. The laanaer in uhieh the 
enforcement saagr l>e code by any party oceplaiaing 
or by tlie comission or board taking the initiative 
is ful ly detailed in the b i l l . The party injured 
car, make his eojuplaint to tlie proper tribunal, 
and the proper administrative board or commission 
provided for by Congress can investigate and iaske 
an order for the '.arty to desist, and i f he 
refuses to o::>ey the o dor, the party complaining 
can go into court aiai have the federal court 
issue an order for bis to desist, and for tbe 
violation of that O der the offender nay be 
panialsed for contempt. 

*ThS& renedy is not exclusive; i t is cumu-
lative. I t is supplementary to other remedies 
Granted, and i t does not exclude the remedies 
that ocdst under tlie Sbersian law, became under 
trie provision of the b i l l that is care folly 
guarded. I t is an additional remedy; i t is 
not an exclusive rerisdy, and i t takes no rmrndf 
away from any person.1' (51 Ceng. hec. 16319) 

I t ni jht be argued that the use of tlie ten" ^respectively" by 

Congressman 'loyd might indicate that the F deral r eserve Board was 

United in its adninistration of the provisions of Section S. This 

construction, r-owevar, would preclude administration of Sections 2, 3, 

or 7 by the Interstate Coraaerce Commission since common carriers are 

not expressly dealt with in these sections, hnd, of course, subsequent 

amndseiits to Section 11 to include Federal Ckxznmlcations Commission 

and the Civi l eronauties Board would be rendered aaa&i&gLess by such 

construction. 
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^roworp1 frrygpp, ^nc. v. "c$eral l y ^ g Ccixiifsglon, 

274- Fed. 205 (1921), which involved a petition f i led In the Circuit Court 

of Appeals under faction 11 of the Clayton Act to obtain a review of an 

order to cease and desist issued by the federal Trade Commission charging 

the petitioner, a corporation engaged in tbs business of leasinj refr ig -

erator care to railroads, with violating Section 3 in its contractual 

arran;enents with the railroads, the Court stated: 

f- Authority to enforce compliance with 
Section 3 of the CSLagrtoii Aet is vested by 
Section 11 thereof in the Interstate Coaa-
rierce Coroission w:iere applicable to eoraon 
carriers, in the Federal t.eserve Board where 
applicable to benka, banking association, 
arid trust companies, and in the Federal 
Trade Ccesaiaeion where applicable to a l l 
other cliaracter of corx;erce n 

And the court held that the Federal Trade Carriesion was wit out jur is -

diction because the action complained of involved cocsnon carriers, ju r is -

diction over which was solely in the Interstate (kxsaerce "omission. 

The Court did not hold that Section 3 was not applicable to railroads. 

The Qowmest petitioned for a writ of certiorari which was granted 

(257 U. S. 657) hut eubeequeatfy diesissed (261 U. S. 629) on the 

representation of the levernaent that ?n i i t Growers' impress, Inc. had 

disponed of its business. One of the questions presented by the writ 

was whether or not the Federal Trade Commission had jurisdiction of the 

ccripany and its contracts by reason of the exclusive dealing provisions. 

In the argument construing Section 11 to support the Federal Trade Com-

mission's jurisdiction, the Ooverment contended that the 
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•'character of the eonrserec or business of the 
vendor or lessor of ooisEioditis®, or of the 
corporation acquiring the stock or appelating 
the directors, deterrdnes what Ccasission or 
Board lias jurisdiction to prevent violations 
of tho Act.* 

This arjunent does not shake the authority of the lower court*s decision 

that authority to enforce oonpllcmee vith Section 3 is vested action 

11 in the Federal eservo Board where applicable to banks » banking 

associations> and trust companies. I t would seer that the CtevwnnaKft 

sliiply :/as urging that i f a corporation does a coraaea carrier business 

(or a banking business) and also engages in t!̂ e sale of cocisodities in 

interstate cossoaroe, its raarcban&iaing business is within the jur is -

diction of the Federal Trade Corrdscion. 

I conclude that Section 7 docs not exclude banks, banking asso-

ciations or trust companies fret, i ts prohibitions and that the Federal 

• reserve rioarcl can proceed under Section 11 against bank holding companies. 
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OFFICE OF THE ATTORNEY GENERAL 
VASHISQT08, D. C. 

October 31, 1945 

Honorable Marriner S. Eccles 
Chairman, Board of Governors 

of the Federal Keserve System 
Vashington, B. C. 

My dear Mr. Chairman* 

I desire to set out briefly the status of the Government's 
investigation of the Transamerica Corporation, for the purpose of 
affording background for our conference on the matter. The date 
of such conference wil l be set at & time mutually satisfactory to 
the interested government agencies. 

The Department's investigation to date discloses that the 
Transamerica Corporation, a holding company, controls 35 banks in 
the State* of California, Sevada, Arizona, Oregon and Washington, 
the largest of vhich is the Bank of America; that many of these 
35 banks have numerous branches; tfci.t these banks control approxi-
mately of the banking offices and approximately 36% of the 
commercial banking deposits in the five-state area; that the 
Transamerica-controlled banks control approximately 30% of deposits 
in the State of Nevada and 61% of the commercial banking offices; 
in California, of the deposits and />9% cf the commercial banking 
offices; in Oregon, 39$ of the deposits and 13% of the conraercial 
banking offices; and in Washington, 5% of the deposits and Ut of the 
commercial banking offices. In many counties within this ^ive-state 
area the percentage control of deposits and commercial banking 
offices is much greater. In California, for example, there are 
thirteen counties in vhich the Transamerica Corporation controls 
100$ of the commercial banking faci l it ies. This expansion program 
has been effected over a period of approximately twenty years. In 
many instances the holding company financed the acquisitions by 
borrowing funds from its banking subsidiaries, using the assets of 
the purchased bank as security for the loan. 
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Apparently there has been l desire on the part of Transamerica 
Corporation to build good v i l l among the banks in the five-state 
area by offering very liberal ter^s in its purchases. In seny esses 
the price paid exceeded the book, value of a bank's assets. Frequently 
the personnel of acquired banks vss put on the pay rol l of Transemerica 
and the ranking officials were either retained or l iberally pensioned. 

In addition, the investigation discloses thf-t the Transamerica 
Corporation controls tve investment banking companies, severe! in-
surance companies, several metal fabrication companies, and a large 
real estate company of particular significance in the State of 
California. 

An antitrust suit sight be based upon a charge of conspiracy 
betveen the holding company anc its banking subsidiaries to monopolize 
a substantial part of the commercial banking end credit facil it ies in 
the five-state area. The diff iculty vith the case at this time lies 
in the fact that ve have not been able to develop substantial evidence 
either that the Transamerica Corporation achieved its present dorainet-
ing position in the commercial banking field through il legal trade 
practices as those terms are defined in court decisions interpreting 
the Sherman Act, or that i t abused its dominant position once i t was 
achieved. In the absence of complete monopoly, evidence of one cr 
both of these types of abuse is essential to xake a case under the 
Sherman Act. Ve have a fev illustrations indicating the use of 
coercive tactics b^ Transamerica in the acquisition cf independent 
banks, such as cresting a run on a bank through collection by agents 
of Transamerica of passbooks vhich vere presented for payment over the 
counter in a single day, thus causing large vithdrsvala; threats to 
establish a branch in an area already adequately served by independent 
banking interests, one of vhich the Transamerica Corporation desired 
to buy; promotion of internal dissension in the ^anage^ent of the 
desired bank, coupled vith the uurchase of a sufficient amount of 
stock to place the purchaser in a strong bargaining position vith the 
stockholders owning substantial interests. There are ciany rjmors that 
such practices vere followed regularly in acquiring independent banks. 
I t has bean impossible, hovever, to pin dovn a sufficient number of 
them to make a prima facie case on the theory suggested. I t Is possible 
that auch testimony could be secured through grand jury proceedings. 
In viev of the experience of the agents of the Federal Bureau of Investi-
gation, hovever, this as:pears soaevhat doubtful. 

2 
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I f sufficient evidence could be secured to support either 
abuses in achieving its present position or abuse of the position 
once achieved, there apparently vould be no diff iculty in proving 
restraints on comiaercial competition. Certainly the commerce of 
acquired banks arid of independent benks vhieh might and probably 
vould have been organized except for fear of being assimilated by 
the Transaaeriea group, vould be restrained. In addition, borrowers 
conducting interstate commercial enterprises are deprived of com-
petitive sources of banking faci l i t ies. The commerce of enterprises 
competing with commercial businesses ovned by the Transamerica Cor-
poration in situations vhere the former must secure their financial 
requirements from Transamerica banks, is restrained, since such 
independent enterprises must reveal their confidential operations 
in sectoring credit from the Transamerica banks. 

I f a case of attempt to monopolise commercial banking facil it ies 
could be developed, i t is suggested that rel ief might take the form 
of requiring the holding company to dispose of a l l interest in and 
control over subsidiary banks ovned by i t , including the stock cf its 
largest subsidiary, the Bank of America. Since the Bank of America, 
through its branches, comprises approximately 90% of the commercial 
banking interests of the Transamerica Corporation, I t vould appear 
that effective competition in the commercial banking f ield in the 
five-state area vould require some type of reorganisation of the Bank 
of America vhich vould provide for the creation of several distinct 
and competing units to be carved out of the existing Bans, of America 
organization. Vhether divestiture should be sought of seme of the 
non-banking enterprises ovned by the Bank of America, such as in-
surance companies, real estate companies, etc., vould depend ur^n the 
development of the data vhich is at the present time inconclusive and 
f ragmen taiy. 

I trust this brief description of the status of our investi-
gation v i l l afford f basis for discussion at the coming conference. 

SincereLy yours, 

(signed) Tom C. Clark 

Attorney General 

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



0 
p 

I 

February 26, 1947 

CONFIDENTIAL 

Honorable Tom C, Clfcrk, 
Attorney General, 
Washington, 0. C. 

Dear Mr. Attorney General: 

I t has been veil over a year since the luncheon meetings in 
your office of representstives of the Treasury Department, Federal De-
posit Insurance Corporation, the Board of Governors and your Antitrust 
Division respecting Transamerica Corporation. Since thft time various 
proposals for legislation to tighten existing controls over bank hold-
ing companies generally have been considered and discussed by the Beard 
and on April 30, 194-6, a b i l l dealing vith this subject was introduced 
by then Chairman Spence of the Rouse Bene trig an d Currency Committee. 
However, the pressure of war and reconversion matters prevented con-
sideration of this legislation by the 79th Congress. I t is expected 
that a similar b i l l will be introduced in the present Congress and we 
hove that i t v i l i receive early and favorable consideration. 

MeanwhiLe, however, the problem of how to deal effectively 
vith the Transamerica situation has continued to trouble and concern the 
Board. Legislation alone v i l l not solve the problem, unless i t be of 
the "death sentence" variety; and the Board is convinced that the pas-
sage of such a b i l l is neither desirable nor possible. The most that 
may be expected of legislation is to curb the future expansion of & bank 
holding company vhich, like Transamerica, has followed e consistent 
policy of monopolistic growth. 

In your letter to me of October 31, 1945, you reviewed the 
factual situation respecting Transamerica as disclosed by the investiga-
tion of your Antitrust Division. Tour letter points cut that at that 
time Transamerica 

•controls 35 banks in the States of California, 
Nevada, Arisone, Oregon and Washington, the largest 
of which is the Bank of America; that many of these 
35 banks have numerous branches; that these banks 
control approximately 40$ of the banking offices and 
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Mr. Attorney General 

approximately 36% of the commercial banking deposits 
in the five-state area; that the Transfer ica-con-
trolled banks control approximately 30$ of deposits 
in the State of Nevada and 61$ of the commercial bank-
ing offices; in Celifornia, of the deposits and 
49$ of the commercial banking offices; in Oregon, 39% 
of the deposits and 13$ of the conanercial banking 
offices; and in Washington, 5$ of the deposits and 4$ 
of the commercial bcnking offices. In many counties 
within this five-state area the percentage control of 
denosits and commercial banting offices is much greater. 
In C&lifornia, for example, there are thirteen counties 
in vhich the Transamerica Corporation controls 100$ of 
the commercial banking faci l i t ies. This expansion 
program has been effected over a periodcf approximate-
ly tventy yeers. In many instances the holding company 
financed the 1ccuisitions by borrowing funds fron its 
banking subsidiaries, using the assets of the curchased 
bank as security for the loan." 

Since your letter vas written, Transamerica has further in-
creased its dominating position in the five-state area mentioned above 
by the acquisition of other banks and the growth of those already 
ovned tgr i t . In addition, its portfolio of nonbanking interests has 
increased. 

Both in your letter and in our contemporary meetings you ex-
pressed the opinion th^t, while the statistical data referred to above 
might be sufficient to justify the Department in commencing some kind 
of antitrust proceeding against Transamerica and its aff i l iated organi-
zations, nevertheless the lack of proof of any sustained policy of 
abuse of power, either in attaining its dominant position or in per-
peruatlng i t , made the outcome of such a suit decidely dubious. 

Counsel for the Board have recently called to the Board's 
attention the decision of the Supreme Court in American Tobacco Company 
v. United States, decided on June 10, 1946. The effect cf that decision 
seems to •liminate the need in certain cases for the kind or extent of 
proof vhich had previously been thought necessary in antitrust proceed-
ings. I am wondering, therefore, i f your Department has considered 
whether the decision in the Tobacco case might not lessen to a consid-
erable extent the doubt vhich heretofore i t has entertained as to the 
ultimate success of an antitrust proceeding against Transamerica. 
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Mr. Attorney General - 3 -

I vouid appreciate receiving your present opinion in the 
iBstter, for the Bo*rd is again considering the Transaaerica situation 
in the l ight of the Board* s over-ail responsibilit;/- in the b&n&ing 
f ield generally and in particular its responsibility under section 7 
of the Clayton Act. 

Sincerely yours, 

M. Eccles, 
Chalrjus»n. 
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April 15, 1947. 

Honorable John V. Snyder, 
Secretary of the Treasury, 
Washington, B. C. 

Dear John: 

For almost tvo years the Board has been closely following an 
investigation by the Department of Justice into the Transamerica situa-
tion. The Antitrust Division has made use of certain of the Board*s 
f i les in connection vith this investigation, and I have had one or tvo 
talks vith Tom Clark: about the matter. At one of those talks &nd in a 
letter vhich he sent me in October 1945 be pointed out that, while the 
statistical rieture respecting Transamerica might justify a proceeding 
under the antitrust lews, nevertheless he felt there was not sufficient 
evidence available to demonstrate en abuse of power by Transawerica 
either in attaining its dominant position or in perpetuating i t . Hence, 
he felt at that time that ultimate success in a legal rroceeaing against 
Transamerica was very doubtful. 

On February 26th last I vrote Tom asking whether his Department 
had considered the recent decision of the Supreme Court in the American 
Tobacco case in relation to the Transamerica matter, in particular inquir-
ing vbether the effect of that decision might not eliminate the need for 
the type of proof to vhich he had referred in cur earlier discussions. I 
talked vith hie again about a veek ago and he told me that he had asked 
you to consider the entire matter and to give him the benefit cf your vievs. 

Vhile I knov how extremely busy you are, I nevertheless hope 
that you wil l be able to give this subject your early consideration. The 
Board is very snxious to obtain e decision from Justice on this subject 
just as soon as possible so thst i t may determine its own future course of 
action in dealing vith this vexing problea. I do not -cnov whether Tom 
sent you e copy of my letter of February 26th. A copy is enclosed here-
with. I f there is eny other information touching this matter which we can 
supply you, please let me know. 

Sincerely yours, 

Enclosure 

M. S. Eccles, 
Chairman. 
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I October 31, 19-47. 

Board of Governors 

Mr. Tovnsend 

This memorandum is submitted in response to Chairman gccles* 
recent request that I prepare for Board consideration n brief analysis 
of the over-al l Transamerica situation, together v i th any suggestions 
vhich I may have for dealing vith the problem. 

Statistically, the situation is this: As of December 31, 1946, 
Transanerice controlled 41 banks having 578 branches v i th deposits of 
#6,535,000,000 and served 379 tovns. Its total banking offices comprised 
40 per cent of a l l the banking offices in the five-State area cf Arizona, 
California, Nev«ida, Oregon and Washington. Its deposits comprised 33 per 
cent of a l l the deposits in that area. These percentages vould be con-
siderably higher i f ve eliminated the States of Arizona and V&shington 
where the Transamerica controlled banking offices and deposits are relative-
ly amall. 

This situation may be compared v i th that vhich existed in 1933 
when Transamerica controlled only 7 banks having 429 branches vith de-
posits of $878,361,000 and served 242 tovns. Since that time Transa«5erice 
has acquired 56 independent banks by direct purchase, and 73 'sore by ab-
sorption into its various controlled banks. In addition, i t has received 
permission to establish 79 de novo branches. 

The fact of this startl ing increase in banking offices and con-
trol led deposits is not surprising, for the expansion policy of the Trans-
america management has been common knowledge among the ben*. supervisory 
agencies for nany years. Indeed, there seems to have been a period between 
1939 and 1944 when those agencies were united in their opinion that Trans-
america should be discouraged by every means from continuing such expansion. 
That no effective method has yet been devised for preventing this expansion 
may, hovever, be surprising to those vho realise the extent to vhich i t has 
caused genuine alarm among the banking agencies over this period. 

Ife heve been avare, of course, thst the Antitrust Division of the 
Justice Department has had the Transamerica situation under review for some 
time. In fact the Board supplied much of the background material for this 
investigation. Hovever, indications give l i t t l e promise that any action 
wi l l be taken by Justice in the near future. Aleost two years ago ve were 
advised by the Attorney General that his Department fe l t that, while its 
investigation had developed a good statistical case of monopoly against 
Transamerica, nevertheless i t vas f e l t that there vas insufficient provable 
evidence of abuse of power to just i fy commencement of such an action at that 
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time. Later on, following the decision of the Supreme Court in the American 
Tobacco Case the Chairman wrote the Attorney General and incuired i f his 
Department had considered whether the decision in that case might not have 
eliminated proof of sbuse of power as an indispensable element of proof In 
such a case as the one against Transamerica appeared to be. In reply the 
Attorney General advised that the Department was studying the matter and 
later advised that he had requested the Secretary of the Treasury to eon-
eider the entire matter and to advise him cf his views. Immediately upon 
receipt of this information the Chairman wrote the Secretary asking that he 
expedite sction upon the Attorney General's request. That, I believe, is 
the last that has been heard in the matter. 

Meanwhile, the Transamerica banking accuieitions have been pro-
ceeding apace. In 1945 i t bought 5 banks having deposits of 44 millions. In 
1946 i t bought 5 banks vith deposits of 31 millions. Already in 1947 i t has 
acquired 3 banks vith deposits of 15 millions. In addition, in 1945 two de 
novo branches of the Transamerica banks were established with the aooroval 
of the Comptroller. Last year 7 approvals were obtained and, since the f i rs t 
of this year, the Comptroller has granted 10 such approvals. The likelihood 
that bank holding company legislation might shortly be passed no doutt has 
accelerated the Transamerica expansion program. In fact i t nov appears to be 
racing against time, (incidentally, i t is understood that the Tr&nsemerica 
acquisition cf shares of the Citizens of Los Angeles has been stepped up to 
a considerable degree during the year.) 

In the l ight of this over-all situation there are a number of 
pertinent considerations vhich the Board might wish to discuss. 

The f i rs t is that the proposed bank holding company legislation 
does not purport to deal with banks which a bank holding ccepany already owns, 
except, of course, In a supervisory manner. Hence that legislation, i f 
passed, wi l l not help solve the problem of whether or not Transamerica should 
be permitted to keep a l l of the banks vhich i t nov ovns. 

The second is that any ultimate of f ic ia l action looking to the di -
vorcement of Transamerica from some or a l l of its non-branched institutions 
might ve i l be prevented i f Transamerica should obtain approval to branch 
the®. The Board has known for some time that Transamerica had made applica-
tion to branch most i f not a l l of these banks. 

A third consideration is that the Comptroller, in passing upon such 
applications, might not feel justif ied in refusing them solely on the ground 
that the Transamerica banking empire is already too large, particularly as 
the Attorney General has failed to take action against Transamerica on that 
ground and the Board has asserted no of f ic ia l position or interest in the 
matter. 

-2-
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To: Board of Governors -3 -

The questions vhich these considerations pose, therefore, are 
whether the Bo&rd nov possesses any power for dealing vith the monopolistic 
aspects of this situation, and, i f so, what steps are necessary to be takes 
in order for i t to exercise such power. 

The answer to the f i r s t question is that the Board does have the 
direct power as ve i l as the duty to carry out certain aspects cf the national 
policy against restraint of trade and monopolies. Under Section 11 of the 
Clayton Act the Bo*rd is authorised to re uire a company to divest i tse l f of 
the stocks of any banks which that company might h^ve acquired i f the Board 
finds, after hearing, that the effect of such acquisitions may be to sub-
stantially lessen competition between the banks so accuired and those already 
ovned by such company, or i f such see uisitions tend to create a banking 
monopoly. 

I t is true, of course, th- t the Board has never exercised the over 
just referred to, notwithstanding the fact that i t has been on the stetute 
books since the passage of the Clayton Act in 1914. Neverxheless, there can 
be no doubt that Congress intended the Board to have primary responsibility 
f or enforcing this phase of national policy in the banking f ie ld . Tht-t the 
Department of Justice shares this view is attested by the feet that only re-
cently a representative from that Department discussed with the writer the 
extent to which the Board had considered this responsibility in relation to 
a somewhat substantial bending accuieition which occurred in the Philadelphia 
Distr ict . 

Vhether the Board should commence a Clayton Act proceeding £ ga inst 
Transamerica is , of course, basically s matter of policy for Board determina-
tion. Before i t can decide that question, however, i t nust f i r s t determine 
the facts known to be provable in such a proceeding, and decide whether those 
facts constitute just cause for issuing the complaint. As the Bosrd is 
aware, i t does not possess the power of subpoena — hence, in considering 
this question the fact must be faced that a l l evidence necessary to establish 
a case would have to be produced without resort to compulsory process. 
Examination of the voluminous f i les and reports of the Board, together with 
an appraisal of such voluntary testimony as may be available both here i.nd in 
the Vest, would in the writer's judgment consume a period from two tc three 
months. However, when i t is considered thft the Board has repeatedly stressed, 
both before the Attorney General and the Congress, that the size of the 
Transamerica banting group has assumed dangerous i f not monopolistic pro-
portions, i t is the writer's view that the Board should exhaust the f u l l reach 
of i ts powers for dealing with the problem. I t is my re cor mend a t ion that the 
Board direct such an investigation to be undertaken. 
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Kovember 7, 1947, 

PEJiSOHAL AM) GC3FIDZITIAL 

Honorable Tom C. Clsrk, 
Attorney General, 
Vashington, B. C. 

Bear Tom: 

At a recent meeting the Board received and considered a report 
from its Legal Division discussing Transamerica Corporation and its group 
of controlled banks. In that report Counsel for the Board advised that, 
in his opinion, the present combined st&tisticai data respecting these 
banks raises serious questions as to the Board's responsibilities under 
Section 11 of the Clayton Act. That section, as you know, ]laces upon 
the Board primary responsibility for effectuating certain aspects of the 
federal anti-monopoly policy. I t was Counsel's recommendation that the 
Board investigate the entire Trsnsamerica situation in the light of these 
statutory provisions to determine what action, i f any, the Boerd should 
take thereunder. 

This is to advise you that zt its meeting of October 31st last 
the Bo.-.rd unanimously adopted a resolution directing that an investiga-
tion be undertaken under the direction of its Legal Division to ascertain 
whether there is just cause for the Board to Institute the statutory pro-
ceeding contemplated by Section 11 cf the Clayton Act looking to the entry 
of an crder recuiring Transamerica Corporation to divest i tself of the 
stocks of any or a l l of the banks vhich i t nov owns, vith the exception cf 
that of Bank of America Hetional Trust and Savings Association. 

Sincerely yours, 

N. S. Eccles, 
Chairman. 
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November 7, 1947. 

PERSONAL AND CONFIDENTIAL 

Honorable Maple T. Harl, Chairman, 
Federal Deposit Insurance Corporation, 
Washington, D. C. 

Dear Maple: 

At a recent meeting the Board received and considered a report 
from its Legal Division discussing Transamerica Corporation and its group 
of controlled banks. In that report Counsel for the Board sdvised that, 
in his opinion, the present combined statistical data respecting these 
banks raises serious questions as to the Board's responsibilities under 
Section 11 of the Clayton Act. That section, as you knew, places upon 
the Board primary responsibility for effectuating certain aspects of the 
federal anti-monopoly policy. I t vas Counsel's recommendation that the 
Bo*rd investigate the entire Transamerica situation in the l ight of these 
statutory provisions to determine vhat action, i f any, the Board should 
take thereunder. 

This is to advise you that at its meeting of October 3ist last 
the Board unanimously adopted a resolution directing that an investiga-
tion be undertaken under the direction of its Legal Division to ascertain 
whether there is just cause for the Board to institute the statutory pro-
ceeding contemplated by Section 11 of the Clayton Act looking to the entry 
of an order requiring Transamerica Corpor&tion to divest i tself of the 
stocks of any or a l l of the banks vhich i t nov ovns, vith the exception of 
that of Bank of America National Trust and Savings Association. 

Sincerely yours, 

M. S. Eccles, 
Chairman. 
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