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SUMMARY

Definitions - Branch baniking is one of several methods or combinar
tions of methods by which the same interesis operate a banking business
at more than one office, Group banking and chain banking are other such
methods and branch banking is sometimes found within group or chain sys=
temse Branch banking may be defined as a type of bank organization where-
by a bank as a single entity operates more than one banking office, each
such office being a part of the same legal entitys Group banking deslg-
nates that type of multiple office banking in which the majority stock
of two or more independently incorporated banks with or without branches
is owned or controlled by a corporation, business trust, association, or
similar organization, The term chain banking, on the other hand, desig-
nates that type of multiple office banking in which an individual or an
unincorporated group of individuals owns and controls the majority stock
of two or mors banks, A unit bank, as contrasted with all of these forms
of multiple office banking, maintains only one office and is independente-

ly owned and controlled,

Evolution of Branch Banking in the United States. - There are four

distinct periods in the history of branch banking in the United States:
(1) Before the National Bank Act, 1863
(2) 1863 to 1900
(3) 1900 to 1927

(4) 1927 to the present time,
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Before the National Bank Act branch banking was not uncommon in the
United States, It existed in different States of the South and Weéest up
to 1863 and there were two examples of Nation-wide branch banking, In
the free-banking 1/ States of the North and East branch banking was pro-
hibited after about 1840 largely as a by-product of the regulation of
bank note issuese Use of the free-banking statutes of the Northern and
Eastern States as a model for the National Bank Act resulted in prevent-
ing branch banking by national banks for more than 60 years.

From 1863 to 1900 branch banking by national banks and by State
banks was practically non-existent in the United Statess During the
quarter century 1900-1926, growth of city-wide branch banking by State
banks in certain metropolitan areas, development of State-wide branch
banking in urban and rural areas in California, and in rural areas in
certain Southeastern States brought agitation for the extension of dbranch
banking privileges to national banks,

In 1927 and again in 1933 the Natlonal Bank Act was amended to give
national banks additional powers to operate branches on a basis com-
parable with State banks, State statutes were also changed during the
period 1927 to 1935 so as to extend branch banling privileges of State

banks in several States,

1/ Pree banking derived its name from the fact that it developed out
of dissatisfaction with the original practice of authorizing banks
by special charter onlye In New York the issuance of special char-
ters was discontimued by the adoption of the Act of April 18, 1838,
which provided that "any person or association of persons formed
for the purpose of banking ?!should be authorized! to establish
offices of discount, deposit, and circulation.”
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State Laws and Branch Banking, June 1936 - On the basis of the

statutes as they stood in June 1936, the States may be divided into
three general groups according as the operation of branches or addi-
tional offices is (1) authorized, (2) prohibited, or (3) not specifi-
cally covered by provision in State lawse Thirty-four States and the
District of Columbia specifically authorize braanch banking; 9 States
specifically prohibit it; and 5 States have no statutory provision re-
garding branch banking, Of the 34 States authorizing bdranch banking 17
permit the operation of branches on a State-wide basis and 17 restrict
branches to limited areass

Since 1924, when the first intensive analysis of branch baunking was

published in the Federal Reserve Bulletin, the number of States author-

izing branch banking has increased from 16 to 3@, and the nmumber of
States either prohibiting or without provisions regarding branch banlk
ing has declined from 32 to 14, Moreover, the areas to which the opera~
tion of branches is restricted have been widenedes Only two States per-

mltting branch banking now 1limit by statute the operation of branches to
the city of the head offices In general, changes in State laws during
the period 1924 through 1929 tended to restrict the operation of branches
but after 1929 and during the depression years the changes tended to

liberalize the statutese

Growth and Distribution of Branch Bankinge - Accompanying the liber-
alization of Federal and State laws regarding branch banking since 1924,
there have been substantial inecreases in branch banking, both in absolute

terms and in relation to the total number of banls, as well as an extension
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of branches over wider arease At the end of 1935 there were S04 commer-
cial banks operating 3.11# branches, ;/ Moreover, 17 percent of all banke
ing qffices were branches at the end of 1935 comparcd with 7 percent in
1924, Operation of branches by banks in smaller places increased, branches
were extended outside the city of the head office to rural areas more rapid-
ly than within the C°ty, and the mumber of branch-operating banks in smaller
places increased at a fastor rate than those in the larger centers,

The number of branches outside the city of the head office in 1935
was practically double the number in 1924, indicating that the area over
which branches are being operated is increasing and is wider now than
12 years agoe It also indicates that the establishment of branches out-
side the city of the head office in gmaller places is increasing and that
rural areas are being provided with banking facilities to an increasing
extent by the establishment of branchess

In 1924 banks in 29 States and the District of Columbia were oper-
ating branches, and in 1935 the number of branches in 20 of these States
and in the District of Columbia was larger than in 1924, In 8 States
the mumber of branches declined between 1924 and 1935 and in 1 the num-
ber remained the same, In 11 additional States branches were established
between 1924 and 1935 and in 1 State which had branches in 1924 there
were no branches in 1935e At the end of 1935 branches were being operated

in 39 States and the District of Columbia, There were in operation at the

L/—During 1936 the number of branch offices increased by 121, At this
time (July 1937), material is not yet available for analyzing the
branch situation in detail for the end of 1936 as has been done in
this volune for the end of 1935,
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end of 1935 more than 100 branches or additional offices in each of the fol-
lowing States: Massachusétts, California, New York, Ohio, Michigan, Iowa, 1/
New Jersey, and Wisconsine 1/ These States account for two-thirds of all
branch offices in operation in the United Statess

Suspensions of Banks Operating Branches, 1921-1936, - During the years
19211929, when bank failures were numerous, HS branch operating banks with
86 branches suspendeds In the following 5 years, 1930-1934, 338 banks with
1,201 branches suspendeds There were no suspensions of branch-operating
banks during 1935 and 1936e Two-thirds of all branches of suspended banks

in 1930-~1934 were head office city branchese

Evaluation of Branch Banking As a Type of Banking Structuree =~ As a

form of bank organization branch banking as compared with independent banie-
ing has definite advantages and}disadvantages to the banking public and to
the banks that operate branchese ZIExperience thus far with branch banking in
the United States has been too limited, however, to test these contentions
adsquatelyes Experience abroad and theoretical analysis, nevertheless, are

helpful in evaluating them,

The advantages that are claimed for branch banking may be summarized
as follows: (1) greater safety and increased mobility of funds; (2) more
uniform and lower money rates; (3) more efficient banking services, includ-~
ing greater availability of bank credit to borrowers and to local comrmni-
ties; (4) more flexible banking facilities; (5) possibilities for better
bank management; (6) greater opportunities for diversification of loans
and deposits; and (7) economies in operatione

Some advocates of branch banking also believe that, if many of the

small banks were branches of larger institutions, administering monetary

l/ Additional officecs with only limited powers are permitted by statuteces
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and credit policies would be simpler and transférring the funds of large
widely spread corporations would be facilitateds Opportunities for branch
operation represent an alternative to the development of chain and group
banking organizationse.

Branch banking also has its disadvantagese Arguments that have been
advanced by opponents from time to time and used effectively in preventing
its eoxtensive development in the United States may be summarized as follows:
(1) it is "monopolistic!; (2) it would result in a concentration of banking
resources; (3) it would tend to restrict loans, particularly character loans,
in the territory served by branches and local credits would be controlled by
persons not familiar with local conditiomns; (4) it would siphon funds out of
small communities into financial centers; (5) managements of large branch bank-
ing orgenizations are likely to be too complex and bureaucratic; and (0) sespen~
sions and failures of banks operating widely distributed branches would be

disastrouse

Problems in the Extension of Branch Bankinge -~ There arc important prac-

tical problems that mast be considered in connection with the extension of
branch banking in the United Statess These arise in connection with (1)

the multiple jurisdiction of banking in the United States; (2) the relation
of existing independent unit banks to banks with branches; (3) the extent of
the area for the operation of branches; (4) the conditions under which a
bank should be permitted to establish branches; and (5) the attitudes of

bankers and others toward the extension of branch bankinge
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Various suggestions have been mede from time to time as to the
area within wihich a national banlt should be allowed to operate brancli~
es  regardless of State laws governing the coperation of branches by
State banlts. Among the suggested branch banlzing areas are the fol-

lowing, or combinations of scme of them:

(1

) The entire country.

(2) The Federal Reserve district.

(3) The territory assigned to the head office of a
Federal Reserve bankk or to a branch therecf,
&s the case nay be.

(4} The State.

(5) Adjoining counties, regardless of State or Fed-
eral Reserve district lines. Some suggest a
proviso that the agiregate population of the
nead office county and of the adjoining coun-
ties nust not exceed a given number of persons,
e.ge, 100,000, 250,000, etc.

(6) The head office county.

(7) Any point not more than a given number of niles
from the head office of thie national bank, re-
gardless of county, State, or Federal Reserve
district lines. e distance suggested by
sone is 50 miles and by others 100 miles.

(8) The "trade area" of the head office city, the
"trade area" being left for determination by
the Federal banlzing authorities in the case
of each application for the establislhment of
a branch.,

(9) A statutorily defined "trade arca," such as the
area wnich is nearer to the head office city
of the national ban!z than to any other city
with a given population, e.g., 100,000,
50,000, 25,000, etc.

(10) Any point, regardless of State or Federal Re-
serve district lines, within such a distance
from the head office of the national banz that
the counties corpletely included in the circu-
lar area represented by tae head office as a
center and the branch as the outer point would
not have an aggregate population in excess of a
given nunber of persons. The population men-
tioned in this connection is sometimes 100,000,
sonetinmes 250,000, etc.
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Federal and State statutes recognize that banks establishing and
operating branches should have capital funds adequate to meet their
respopsibilities and stipulate minimum capital reguirements for such
bankse As they stand, however, at the present time, the statutes are
defective in several respectse If the Federal Government contimues its
policy of permitting each State to define the extent to which national
banks may operate branches within its borders, a solution to the present
situation for national banks would seem to be to substitute for the pres-
ent statutes the legal requirements: (1) that a bank having branches
shall have capital adequate in relation to its deposit liabilities and
other corporate responsibilities, the amount o be detormined with the
approval of the Pederal supervisory authorities; and (2) that such capi-
tal shall not be less in any case than the amount required by State law
for State banks operating the same number of branches in the places where
the national bank's branches are locateds

A limitation of the arca within which supervisory authorities may
permit the establishment of branches should be stated in the statute.
Detailed rules and methods with respect to the establishment of branches
might well be left to the supervisory suthorities under general legis-—
lative instructions that branches should be established only with e
regard to the needs of the community for banking facilities andsaccard
ing %o the method most appropriate and sound at the time and place.

The attitude of bankers toward the extension of branch bankinmg

been modified from time to time, At present it appears on the basis
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of statements made over the past five or six years that metropolitan
bankers are less opposed to the extension of branch banking than former-
ly and that opinion of country bankers is divided but their opposition
appears somewhat less violont than in the paste Majority opinion among
group banlkers a;pears to favor branch banking as preferable to group

banlinge
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CHAPTER I

PROBLEM OF THE STRUCTURE OF AIERICAN BANKING

In modern highly develcped exchange economies the baniring system
is required to perform two major functions. On the one hand it is re-
quired to provide facilities for effecting exchange, including the
making of payments and the settling of debts. On the other it is re~
quired to distribute the available funds of the courmnity auong the
users in such a way that the Nation's well-being will be enhanced.

In broad terms, the first of thase may be referred to as the monetary
function and tune second as the credit supplying function of modern

banking.

In perforning these functions individual institutions render
specific services to individual customers locally, and through these
gervices to individuals social services are rendered to the national
econoryy by the banking system as a whole, Specific services to indie
viduals include malzing loans, recelving deposits, supplying cash, and
others. As a consequence of these, media of exchange and facilities
for transferring funds are provided for the econony as a wihole, and
arrangerents for testing and maintaining the convertibility of credit
are cstablished,

These gervices are all essential %o tne smootin functioning of
the econorlyy and the primary problen of the structure of banking is
ta provide an efficient mechanism to handle ther, When it is re~
alized that nore tinan 90 percent of the volume of payments in the
United States is made tirough the use of bank cpedit and that an

interruption in the flow of paynents, such as that waich occurred

- 10 -

Federal Reserve Bank of St. Louis



in 19%1-~33% when large numbers of banks suspended, paralyzes all eco-
nomic activity, the importance of an efficient and sound structure
of bankting to provide these sirvices becomes still clearcr. By
analogy, the baniting system plays the same role in transferring
funds that the transportation system plays in transferring com-
rnodities to-and from marlzcts, and azn interruption in tic flow of
payments is egually as destructive to economic processes in an
ceonomy using banlt credit as media of exchange, as is a breazdown

in tae movement of goods.

Development and Recent Changes in Baniing Structure. - Two

general types of banking structure have developed in modern exchango
economies tc perform the functions and render the scrvices taus de-
scribed. One of these is a system of branch baniting and the other
is a system of independent unit baniing. DBrancn banking as it is
kmown at the present time may be defined as a type of bank organi-
zation whereby a bank as a single legal entity operates morec than

one banlzing office, each such office being a part of the saus legal
entity. Independent unit baniting, as contrasted with branch banking,

is a type of banik organization wherceby each ban!z maintains only one

N Y

office. 3Branch barking hag developsd and is tynical of benkting abro-d,
and independent unit benzing has developed =né vrrevailsg generally in
the Tnited States. In recent yesrs, however, thig country hss exmeri-
enced a growth of Ttranck benking in certain srens side by side with
independent banking and the orgsnization of independert benks into
chaing and groups through common ownershin of shares of stock. As

» rasult of these recent developments, the structure of benking in
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the United States is being reshaped somewhat, but independent bank-
ing still prevails as the predominant type of structure.

The unit banking system of this country in order to provide com-
plete facilities or serving the national economy in transferring funds
has developed an claborate system of correspondent relationships among
the independent bankse In widespread branch systems such a3 exist in
England and Canads corregpondent relationships are not as necessary,
nor would they be in this country if all banks wero membsrs of the
Federal Reserve System.

The correspondent systom appears at times to work fairly smooth-
ly but in times of stress the full provision of banking facilitiecs may
be disrupted by the failure of large banks holding the cash reserve
balances of many smaller banks, Failurcs have not characterized banis
ing in Canada and Englaﬁd in recent decades and disruptions have
been avoidede It has often becn contended, however, that local loans
arc cxtended more liberally under independent banking in the United
States than in other countries. The greater losses to depositors in
the United States, however, must be balanced against the claimed great-
er liberality in loans.

American banking has undergone extensive changes during the past

guarter of a century but they thus far have becn patch-work improve-
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ments rather than fundamental alterations in the structure itself,
The first and most important change was the crection of the Federal
Reserve System in 1913—191& on top of the existing banlkdng structure
to perform central banking functions and to improve some of the sor-
vices of the unit banks, The Federal Rescerve System, however, was
superimposed upon the existing system comprising a greal number of
independent banks which had growa up under the idea of '‘free bhank-
ing," and the weakness of which was once morse demonstrated in the
difficulties of 1931-1933%

Partly as a result of the experiences of 1931-1933, another ime
portant change was made when deposit insurance was adopted to protect
the commmity against future disruptions in local as well as Nation-
wide banking services, Whether this experiment will be satisfactory
in the long run remains for the future to determine,

To mitigate the weakness of the baunking structure and to improve
the organization of credit, branch banking has been advocated as a
substitute for independent banking and it has developed in some areas
side by side with independent banks, It remains to be seen whether
branch banking is a cure for the banking difficulties of this country,
The cxtent to which branch banking has developed and some of the prob-
lems involved in its extension are discussed more fully in the followe

ing chapters,
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Forces Influcncing tihe Developrment of Banlzing Structure. = As in

e e o e

the case of other countries iany forces 2ave influcnccd tze develop-
ment of tiio structure of ban'zring in tae United States. Atong tiose
that have beon particularly powcrful are thosc that developed fron
te logal situation governing thwe aranting of ban': charters. Tac
dual responsibility for chartering banizs -- that of the Fedora
Governnient for chartcering national banlzs and that of the individual
Statcs for chartoring Statc ban’zs -~ has rosulted in the developnent
of a compctitive situntion thaat preoscrved and supportsd the existing
banming structurc withh all of its wcearnesses, hindored cxporinents
with genuine branch banizing, and prevented tiio developrent of a2 sound
unified baniting systen capable of serving all scctions of the country
cconoiically and efficiently. ZEfforts upon scveral occasions to give
national bants power to operate branches were dcfcated in Congress
through the political influence of establisihicd institutions anteg-
onistic to branch banzing ,and sinilar cfforts in diffcrent States to
csive State banizs branc: banliing powers were often thwarted by inde-
pendent banizers opposed to bronch banlzing., Thoroughout tiac history
of tic controversy botween independent banizing and brancl: barizing
¢ opposition apoears to have been due to a larnc cxtent to tae
antagonisit on thie part of local indcpendent banlzs to ti:c operation
of banlzs with branches. Underlying tais opposition has been the
undoubted fear that cowpetition of trancl: ban'zs would be destructive
to locnl independent banizs,

Senator Carter Glass, in commenting on tae opposition to branch

boniting as he had witnessed 1t in 2is long exp rience witli banking
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legislation in Congress, recently pointed out that the opposition vas
seldornr voiced by tihe custoners of banzs. Insofar as oprnosition has
becn expressed by others than baniers, i.e., by conswicers or uscrs of
banlzing services, it has reflected a feeling that under o systom of
branch banlting thwe individual would not recelve the same liberal treat-
ment with reference to loans as under independent banlting. At no point
in the dstory of tiic controvers; does it apnecar that tie intercst of
the depositor in the safety of Tils deposits and the interest of the
econory as a wxole in efficicent banlzing scrvices lave received rueh
considoration in the debates relative to tlie morits of branch banlking
and indecpendent banlzing as types of banlzing structure for the United

Statese.
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CHAPTFR II

e e S as—rn St ity . Sttt

As the bankXdng structure in the United States has evulved, the
term branch banking has been used to describe two types of banking
organization -- (1, banks with several offices and (2) systems com-
prising several banks, It is important to distinguish clearly be-
tween these in studying the evolutlon of branch banking,

A modern branch banldng organization in this country and abroad
is o bank with several officese Under this type of organization a
bank operates one or more branches or branch offices, each such of-
fice being a part of one single entityes A system comprising several
banks was an important type of banking organization in several States
before the Natlonal Bank Acte It was an organization the head office
of which functioned only as a board of control, transacting no banking
business ltself, There was a head office or board of control, and
usually each banking company or branch operating under the supervision
of the board_of control was locally organized with its own capital and
stockholderse The authority, however, of the board of control over
the branches was very broad, Outstanding examples of branch banking
organizations of this type were the State banks of Indiana, Missouri,
Ohio, and Iowa, organized in 1834, 1837, 1843, and 1858, respectivelys

—— ————————. iy, g

examples of banks with branches were the First and Second Banks of the

- 16 -
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United States, The First Bank (1792-1811) established 8 offices in &
cities _1_/ outside its head office city, Philadelphia, and the Second
Bank (1816-1836) established a maximum of 29 offices and agencies,
one in practically every lmportant city within the existing settled
area of the United States, 2/ Forces resulting in the ‘erminztion
of the First Bank were not based upon the fact that it had branches
and the hostility bringing about the end of the Second Bank appears
to have been due to a variety of economic, political, and social
factors, among which the fact that it operated branches was not an
issues

It ghould be pointed out, however, that the operation of branches
by the First and Second Banks presented troublesome problems of manage-
ment and supervision because of the difficulties of comrmmnication and
transportation, Alexander Hamilton foresaw these difficulties and
because of them advised against the establishment of branches. In
the case of the First Bank, they did not prove to be serious, but
in the case of the Second Bank, which had branches over a more ox-
tensive area, they were very serious and contributed to the failure
of the bank to keep the branches under control and thereby to the

wealmess 0of the entire organization, In commenting upon this point,

_I_L_/ Cities in which branches were established included Boston, New York,
Baltimore, Norfolk, Charleston, Savannah, Washington, and New Orleas,

2/ In 1825 cities in which branches were operating included New Yorlk,
Baltimore, New Orleans, Charleston, Boston, Cincinnati, Washington,
Richmond, Louisville, Lexington, Pittsburgh, Norfolk, Savannah,
Middletown, Hartford, Fayetteville, Chillicothe, Providence, and
Portsmouth,
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with reference to the Second Bank, Catterall says in his exhaustive
history of the institution: Y
"The defects of the system were, however,
great and perilous, In the last analysis 211 re-
solved themselves into a failure to exercise an
adequate control over the offices,”

As in tle case of the Pirst and Second Banlts the early experi-
ments with branch bankzing in the Southern States were chiefly with
banzs with branches that in structure resembled modern branch organi-
zations. In general, the branches of the different banlks had no
independence and were offices of one single entity. None of the banks
had very many branches but the branches were numerous by 1848 in
Alabama, Delaware, Georgia, Kentucky, North Carolina, South Carolina,
Tennessee, and Virginia. 2/

The history of banks in the West and South prior to the Civil War
indicates that branches were talkzen as a natter of course, No record
has been found of contemporary dissatisfaction with tlheri. Sotie banks
nad more successful careers than others, but branches appear to have
nad little or nothing to do with that fact, The purpose of branches
in all these cases was evidently to make adequate banking facilities
accessible throughout the State without, aowever, creating rore banks
than could be watched and controlled.

In the Northern and Bastern States where econorniic and social con-

ditions were developing differently froi: tiwse in the South and West,

1/ Catterall, Second Bank of the United States, p. 402,

2/ For details as to the number of banks and the number of branches in
different States in 1848, see U, S. Congress, 7lst, 2nd Session,
Hearings befere the Committee on Banking and Currency, House of
Representatives, H. Res, 141, p. U430,
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the principle of free i/ and independent banldng took root by 1840 and
branch banking declinede By 1848 only 6 branches were reported in the
Eastern States, 2 each in the States of New York, Moryland, and New
Jerseye By 1860 the 2 branches in New York had disappearede 3/

After 1838 as the principle of free banking became popular and
spread rapidly, one of the basic problems that devgloped along with
it was the regulation of notes issued by the baikse Steps were neces-
sary to protect note issues and among thosc taken to safeguard them
were measures to limit the opening of offices to isgue notes to the
place specified in the certificate of organization as the banlits
tusual place of business," These measures, which were to prevent

/

the issue of unotes in Inaccessible places, 4 in offect, prevented

the operation of gemuine branches., They werc resorted to, however,

ags measures of currency regulation rather thon as measures hostile to
the operation of branchese There is no reason for thinking that branch
banking as a form of banking organization was an issuc underlying these

measures at alle The problem was the protection of notes, and onc ef-

fective way to accomplish this was to prevent the maintenance of bank

l/ Free banking derived its name from the fact that it developed out of
dissatisfaction with the original practice of authorizing banks by
special charter onlyes In New York the issuance of special charters
was discontinued by the adoption of the Act of April 18, 1838, which
provided that "any person or association of persons formed for the
purpose of banking 'should be authorized! to establish offices of
discount, deposit, and circulation.!

2/ Us S. Congress, Tlst, 2nd Session, Hearings before the Committee on
Banking and Currency, House of Representatives, H. Rese 141, Do u30.

3/ Millard Fillmore, Compiroller of the State of New York, Bankers
Morazine, Vole II, May 1948, pe 7Thl,
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offices in places wiere notes could not be rcadily redeened. Thus
it 1s reasonable to conclude tirat under the system of free banking
the prevention of the operation of branches was largely a by-product
of currency regulation rather than the result of efforts to prevent
branch baniting itself.

Branch Banking Under the National Bank Act., - Experiences of the

different States with free banking were drawn upon when the National
Bark Act was prepared in 1863 and provisions similar to the New York
Statutes,which in effect had prevented the operation of branches, were
followed. l/ The HNational Bank Act contained this provision: "The
usual business of each national banking association shall be transacted
at an office or banking house located in the place specified in its
organization certificate." As a result of thls, the development of
modern branch banking, l.e., banks with several offices, was prevented
for national banks until 1927 wien the Act was amended by the lMcFadden
Act. For a few years previous to this enactment, tihe Comptroller of
the Currency had by administrative ruling pormitted national banks to
operate limltcd power offices in the head office ¢ity where State banks
could exercise suca powers., Since the provisions walch operated as a
bar to branches had been included in the free banking statutes of New
York as a by-product of the effort to regulate the issue of notes, it
appcars clecarly that the underlying reason why the establishment of
branches by national banks was not permittod until fairly recently

goes back to the problem of regulating note lssues prior to the Civil

War.

1/ Congressional Globe, Vol. 33, Part 1, 1862-1863, 37th Congross, 3rd
Session, Ppe S48, 850, and 851.
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Although the National Bank Act did not permit the establishment
of banlts with branches it appecars that the first Comptroller of the
Currency, Hugh McCulloch, rcgarded the national banking system as
berring some roscmblance to a banking system of branches, cach bank
operating as a local branch with its own stoclkholders, officers, and
capital, under the general supervision of the Comptroller of the Cur—
rency. As an organization the national banlzing system was in its
structure similar in many respects to the organization of the State
Bank of Indiana, established in 1834, of which Mr. HcCulloch had bteen
president during tihe greater part of its long and successful career. l/

For about thirty years following the adoption of the National Bank
Act branch banking received but little public attention. Toward the
end of the last century, however, the demand for bawnzing services,
particularly in rural areas, and the general novenent for moncy and
banlzing reform that became widespread in the 1890's, were accompanied
by increcased interest in branch banking as a method by which banizing
facilities might be extended and improved. Agitation and discussion
continued for approximately a decade. In the end no changes were made
in the National Banlk Act with reference to the establishment of branch -

es , but the Act was amended in 1900 to permit the organization of
national banlts in towns of 3,000 population or less with a minimum
capital of 305,000 as compared with $50,000 formerly required. This
made possible at the time a solution to the problem of laciz of banking
facilitics in smaller places by the establishment of national btanks
with small capital, but it set in motion devclopments that generated

more serious problems for the future. Taesc, however, did not begin

;/ Hugh McCulloch, Men and Measures of Helf a Century.
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to materialize until after 1920 when thousands of the small banlts
that were established after 1900 began to fail.

Branch Banking by State Banlts After 1900. ~ Although the strong

movement for branch banking by national banlzs at the turn of the cen-
tury failed in its aim and was circumvented by the amendment permitting
national banits with small capital to be established in small places,
there were several important branch banlkting de&elopmcnts by State banls
in the following quarter of a century. Up to 1900 only 114 branches
had been established by 82 Statc banlis but by 1926 595 banls were
opcrating 2,280 branches. Urban branch banizing developed more rapidly
than rural branch banlzing and by the end of the period branches in
urban centers were morec than twice as numerous as thosc in rural areas.
Urban or city-wide branch banizing was most pronounced in metropolitan
areas in Massacihusctts, klchigan, New Toriz, and Ohlo. State-wide
branch ban'ting developed extensively in California and in several
Southeastern States. In California branches were developed in both
urban and rural arcas while in tie Southeast they were mainly in rural
communitics.

McFadden Act of 1927 and Branch Banking. - Development of branches

by State banlts during the period 1900 to 1922, when national ban'ts
were not permitted to establish fhem, resulted in agitation for logis-
lation giving national banks powers to operate branches similar to
thosc cnjoyed by competing State bvanizs. Recommendations to give na-
tional banlts powers to operate branches were made by thc Federal Re-

serve Board in 1915, 1917, 1918, 1919; by the Comptroller of the
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Currency in 1915, 1916, 1917, 1918, 1919, 1620, and 1921; but no legisla-
tion was adopted, In 1922 steps were taken to alleviate the situation
as far as possible, in the absence of legislation, when the Comptroller
authorized national banks to have additional offices with limited banke
ing powers in the city of thé head office where State laws permitted
State banks to have branches,

Legislative changes were made in February 1927, when the McFadden
Act was adopteds The Dbill had been first introduced in Congress in
February 1924, three years earlier, but intense opposition delayed
its adoptions In general, in States where branch banking was per-
mitted, the Act authorized the opsration by national banks of local
branches within the city of the head office but prohibited the exten-
sion of rural branches, It also restrained State member banks of the
Federal Reserve System from establishing branches outside the city of
the head office and made State banks with out-of~town branches there-
aftgr established ineligible for admission to the Federal Reserve Sys-
temy The McFadden Act, therefore, approved intracity branches but dis~
approved out-of-town branches, With the exception of legalizing the op-
eration of local branches of national banks, the Act in effect did little
more than "freeze" branch banking in the status which then existed,

The McFadden Act was incongistent in that it permitted the establishe
ment of intracity branches only if the establishment of such branches was
permitted by State law, but it forbade the establishment of out~of-town
branches, regardless of whgther or not the establishmest of such branches
was pernitted by State law,

During the three years 1927-1929, following the adoption of the McFad~
den Act, the principal development in the extension of branch banking was the

building up of urban branch systems, particularly by national banks, and the
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conversion of one of the largest State-wide State branch banking systems into a
national bank, In contrast, however, to the extension of branches by national
banks during this period there was a movement in several States to prohibit
branches of State banks, State statutes with reference to branch banking are
analyzed in detail in the following chapter, but it is of intercst to note herec
that five States - Iowa, Kansas, Montana, Nebraska, and West Virginia - adopted
legislation of this sort between 1927 and 1929,

Banking Act of 1933 and Branch Banking, -~ The McFadden Act did not settle

the branch banking issue, The alarming continuance of banlt failures suggested
that the banking structure was inherently weall, At the same time greup and
chain banking werc becoming importants Furthermore, it had been found possible,
where State-~wide branch banlking was permitted, as in California, for a member
bank which itself could not establish branches outside its home city to con-
trol through affiliation a nonmember bank which could establish thems

Dissatisfaction with the McFadden Act under these circumstances was wide-
spreads In 1930 the House of Representatives (Seventy-second Congress) author-
ized by Resolution 141 the Committee on Banling and Currency to hold hearings
on the subject of branch, group, and chain banking "for the purpose of obtains-
ing information necessary as a basis for legislations" At these hearings branch
banking was discussed at length by public officials, bankers, and otherse Among
the important recommendations for an extension of branch banlding was that by
the Comptroller of the Currency, Mr. Je We Pole, who recommended that national
banks under proper supervision be granted the authority to establish branches
in "trade areass" The hearings, however, ended in June 1930, and Congress ad-
Journed without the introduction of a committee measure pertaining to branch
banlkinge

When Congress convened the following December a subcormittee of the
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Senate Committee on Banlidng and Currency was organized under the chcirmanship
of Senator (lass to study the "operation of the national and Federal Reserve
banking gystems.# Branch banking was included by the subcommittee in its study
but was gilven less attention than by the House Committee the vear befores Hear-
ings were held in the winter and spring of 1931 and the Glass bills, S. 3215,
was introduced in January 193%2e

Provisions in the ,ill pertaining to branch banking would have given
greater powers to national banks than the McFadden Act permitted by authoriz-
ing State-wide branch banking privileges wherever State banks had the same
privilegeses Opposition, however, developed with reference to this provision
at the hearings on the bill in March 1932, on the ground that it made national
bank branch privileges dependent on State lawse Following the hearings the bill
was changed and when it was again introduced as Se 4412 on April 18, 1932, it
authorized State-~-wlide branch banking for national banks regardless of State
laws and under certain restrictions it authorized branches to be operated
across State lines.

Although the proposals for extending branch banking by national banks
along the lines suggested in this draft of the Glass bill represented the
most advanced point yet reached by the proponents of branch banking, it also
provided a rallying point for the opponentse During the months that followed
strong opposition was organized within various banlting groups and when the
bill came up again for debate in the Senate in Janvary 1933, changes were
made by amendment that carried the bill back to the prinéiple embodied in the
first Glass bill, S. 3215, as introduced in January 1932, As finally adopted,
June 16, 1933, the Banking Act of 1933 changed existing legislation (the Mc~

Fadden Act of 1927) with reference to branch banking mainly by extending to
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national banks the same privileges enjoyed by State banks where State laws
permit the operation of branches by State bankse In effect, this made the
extension of branches by national banks dependent upon State laws and there~
by left the decision as to further development of branch banking in the hands
of the several States, However, the spread of branch banking within the
national system was, and still is, seriously handicapped by the requirement
of certain minimum aggrezate capital regardless of whether or not the State
law requires such capital for State banks establishing branches. 1/ These
high capital requirements prevent the establishment of branches by national
banks in a number of agricultural States, even though the State laws per~
mit the establishment of branches by State bankse They are also prevente
ing a number of desirable State banks with branches from joining the Fedm
oral Reserve Systems, The provisions of the McFadden Act as it stood bew
fore amendment by the Banking Act of 1933, the provisions of each of the
versions of the Glass bill with referencc to branch banking, and the pro-
visions of the National Bank Act at the present time, as amended by the
Banking Act of 1933, are given in Appendix I,

During the years 1931-1935 a number of States adopted legislation
authorizing branch banking on a State-wide basis and others broadened
the areas within the State in which branches are permitted. At the same

time the operation of branches has continued to increase,

1/ See p. 142ff for further discussion.
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STATE LAWS AND BRANCH BANKING, 1936 &/

Examination of the banking statutes in different States reveals
wide variations in statutory authorizations as to the operation of
branches or additional officese On the basis of the statutes as they
stood in June 1936 2/ and summarized in Appendix I, the States may be
divided into threc genecral groups according as the operation of branch-
es or additional offices is (1) authorized, (2) prohibdited, or (3) not
specifically covered by Statc lawe T States comprising each of these
throe groups arc given in Table 3, pages 36 through 39, which show also
the extent of the area in cach State in which banks are permitted to op-
erate branches or additional offices.

Thirty-four States and the District of Columbia specifically by
statute authorize branch banking; 9 States specifically prohibit it;
and 5 States have no statutory provision regarding branch bankinge Of
the 34 States and the District of Columbia authorizing branch banking 17
States and the District of Columbia permit the operation of branches on
a State-wide basis and 17 permit them within limited arease UWine of the
States authorizing branches within limited areas permit then boyond the

county of the head of fice but not State-wide; 6 restrict them to the

1/ A distinction is madc in somoc States between "brancheos" on tie one
hand and "offices," "agencics," or "stations" for limited purposes on
the othere The torm "branch" is gencrally used to describe an addi-
tional office of a banlt that performs the same operations as the pareat
bank, "Offices," "agencies," or "stations" usually arec prohibited from
making loans, but are pe rw1tted tc perform the nccessary cperations in-
volved in receiving ani naying depositse. The tcrm "branch or additional
office" as used nere includes both typos of orffices unless othierwise in-
dicatcde

g/ State statutes with respect to branch operation vy state banks were
surmarized in the Federal Resorve Bulletin for Noverber 1936, ppe 858~76.
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county c¢f the head office:; 1/ and 2 restrict them to the city of the head

office of the parent bank. Thirty of the States authorizing bdbranch bank-
ing rermit branches with full banking powers and four limit the orerations
of the branches or additional offices to those involved in recelving and
paying deposits, prohibiting those involved in making loans. Branches
or additional offices in each of these four States are permitted in
areas beyond the county of the head office but are not permitted on a
State~wide basis.

In many States statutory provisions as to the types of branches
and the extent of the areas in which they are permitted are accompanied
by othars stipulating conditions under which branches or additional of-
fices may be established. Among the more important of thesge provisions
are those relating to the methols by which branch offices may be estab-
lished; those relating to the size of places whare branch offices are
permitted; and those regarding the minimum capital requirements of
banks operatine branch offices.

The law of Montana provides that no branch may be established ex-
cert by consclidation of banks, and the laws of 4 other States contain
a similar restriction with respact to branches to be established in
certain circumstances.2/ The laws of Arkansas and Iowa vprovide that
ro branch may be established in a vlace where there is already a bank-
ing office, the law of 7isconsin provides that no branch shall be estab-
lished where there are alrcady adeguate banking facilities, and the laws
of 5 other States contain a similar restriction with resveet to the estab-
lishment of branches in certain circumstances. The statutes of 10 States

provide a somewhat less severe restriction to the effect that no branch

1/ Including the Stntc of Louisinna in vhich banks in Allon, Calcnsicu, ~nd
Jefferson Davis parishos may orornte branches in any ono or morc of thos
parishes.

2/ For oxnmplo, if the bronch is outside the hond office city,
tlnce under o certnin vopulntion, cte.

|~te

n o
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may be established except by consolidation or in a place where there is

no banking office, but in most cages this arplies only to branches to be
established in certain lrocations. Some States have one requirement fer
the establishment of branches in certain circumstances and a different
requirement for the establishment of branches in other circumstances,
and thus there is a certain amount of duplication in any such compila-
tion. However, 22 different States have statutes which, in at least
some circumstances, restrict the establishment of Yranches to consoli-~
dations, places without another bvank, or an alternative between these
two. 1/

The statutes of 10 States contain provisions restricting the estab-
lishment of Tranches to places of a specified population., In some cases
these population restrictions practically confine branch banking to the
rlaces in which it now exists. For example, the law of Alabama provides
that a State bank may establish a branch at any place within the county
in which it is loecated, out another provision cof the law restricts the
establishment of branches to counties having a pcpulation of over 270, -
000. This effectively restricts branch banking to Jefferscn County,
in which the City of Birmingham is located. 1/

Capital requirements of banks operating branches vary widely in
different States and because of their complexity the statutes with

reference to them are very difficult to describe briefly. The States

1/ Scc footnote 2/, pe 27
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may be grouped according to the following types of capital requirements:

Table 1 - Summary of State Laws by Groups of Statzs Regarding
Minimum Capital Requirements for Establishing
Branchcs or Additional Offices

Minimun statutory capital require-~ Statos—}n
ments by groups of States £roup i
None 15
$50,000 to 99,999 P
100,000 to 199,999 4
200,000 to 249,999 1
250,000 to 499,895 0
500,000 %o 995,999 5
1,000,000 and over 3

Ageregate capital (or capital and surplus)
necessary to organize bunks in locations

of head office and branchos or offices 1l
Miscellaneous requircments based upon
individual branches or offices 12

Capital and/or surplus egqual to percentage
(10% unless otherwisc indicated) of de-
posits if bapk has branches or offices 5

1/ In many cases an individual State has different requircments

for branches or additional offices in differcnt placese This
makes it necessary to clasgify the State in more than one group.

Stotc Branch Bamicinz Statutes Over Tuelve Year Poriod, 1524-1936, -

Tarough surveys and cigests of State statutes relating to branch banking
~ 1

prepared by the office of the Board's Counsel at four different dates 2/

during tho period 1324-1930 information is available revealing changes

in State banking laws during the past twelve yearse Chart 1 has boen

prepared on the basis of these surveys and shiows the claszsgification of

i
0

2/ Decomber 31, 1924 - Pederal Resorve Rulletin, March 1925,
December 31, 1929 - Federal Resorve Dulletia, April 1930,
May 9, 1932 - Fedoral Roserve Bulletin, July 1932,

June 1, 1936 - Federal Reservo Bulletin, Wovenber 1936,

3]
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CHART 1

CLASSIFICATION OF STATES ACCORDING TO PREVALENT
INTERPRETATIONS PLACED ON STATUTES WITH RESPECT
TO BRANCH BANKING
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States according to prevalent interpretations placed on statutes with re-
spect to branch banking as they existed in 1924 and in 1936, The classi-
fication of States in 1924 and in 1936 is not exactly comparsble in some
instances due to different interpretations cf the provisions of State laws
with respect to branch banking, These differences do not, however, affect
the conclusicns in an important degree., In Virginia, for example, a bank
may establish branches in the head office city without regard to popula-
tion and in other cities with a population of 50,000 or more, In additicn,
a bank may open branches in the head office county or adjoining counties
by purchasing other banks, Virginia has been classified as permitting
State-wide branch banking.

Among the important changes in State laws regarding branch banking
that have taken place since 192U has been the increase in the number of
States authorizing dbranch banking from 16 in 1924 to 34 in 1936, and
the decrerse in the number of States either prohidbiting or without pro-
visions regarding branch banking from 32 in 1924 to 14 in 1936, There
has also been an increase in the number of States permitting branches
on n State-wide basis and in the number of States permitting them in
areas within the State beyond the city of the head office. The number
of States limiting brrnches to the city of the head office declined from
five in 1924 to two in 1936, Table 2 summarizes in greater detail the
situ~tion with reference to the State statutes authorizing branch bank-
ing in 1924 and in 1936 and shews the changes that have taken place since

192k,
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Table 2 - Number of States Classified According to
Laws Authorizing Branches or Additional Offices

States classified according to laws Mumber of States Increase (+)
authorizing branches or additional 1924 1936 or decrease (-)
offices 1924 to 1936

I. States which by statute specifically
antthorize branches or additional

offices
a. States authorizing State-wide
branches or additional offices 9 17 +8

b. States autlorizing branches or
additional offices within
limited areas -

(1) In city of head office 5 2 -3
(2) In county of head office 1 6 +5
(3) Beyond county of head office
but not State-wide 1 9 + 8
Total _[_ A7 +10
Total 16 3L +18
II, States which by statute svecifically
prohibit branches or additional offices 17 9 -8
III. States with no legislation regarding branch-
es or additional offices 15 5 -10

Note: In the District of Columbia branches
were authorized on a @district-wide
basis in 1924 and 1936.
Analysis of the changes in the State statutes that tool: place between
the several shorter poriods, 1924-1929, 1929-1932, 1932-1936, included in
the longer period, 1924-1936, shows that the changes that occurred within
he several periods differed widely, Between 1924 and 1929, the period
which includes approximately 2 years bofore and 2 years after the adoption of
the McFadden Act, and in which there was ruch public discugsion of branch

bonldng in Congress and in banizing circles, the principal development was the
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adoption of statutes prohibiting branch banking by several States which
prior to that time had had no legislation regerding branch banking.
States in this group included Iowa, Konsas, Montana, Nebraska, and West
Virginia. New Jersey and Tennessee, on the other hand, which had been
without legislation, authorized branch banking within 1imited areas -
New Jersey within the city of the head office and Tennessee within the
county of the head office. Georgia, which had adonted prohibiting
legislation in 1926, having permitted State-wide branch banking orior
to that time, re-enacted legislation in the summer of 1929 vermitting
branches in the city of the head office if the povulation of the head
office city was not less than 80,000. The statutes thus restricted

the establishment of branches to only two of the cities in the State.
Vermont in this period authorized State-wide branch banking,

In the period 1929 to 1922, depression, bank suspensions, and ex-
tensive discussion of the branch banking nrovisions of the Glass Bill
were factors influencing branch banking legislation and the trend in
the preceding period prohibiting branch barking was reversed. Impor-
tant developments were the adoption by four States of legislation
authorizing branch banking and a decrease by 4 in the number of States
that prior to that time had specifically prohibited branch banking,

The 4 States adovpting legislation that had formerly orohibited branch
banking were Indiana, Iowa, Montana, and Wisconsin. Iowa and Wisconsin
authorized the establishment of limited-vower branches within limited
areas where banking facilities had been destroyed by bank suspensions

and failures., Indiana authorized the operation of branches within the
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county of the head office, and Montana permitted banks to continue to operate
as branches following consolidation of two or more banks in the same or ad-
joining counties. In addition to these changes New Jersey and Ohio broadened
the area in which branches could be operated within the State from the city
to the county of the head office.

From 1932 to 1936 liberalization of State branch banking statutes con-
tinued and was more extensive than in the period 1929 to 1932. Ten States -
Alabama, Arkansas, Connecticut, Idaho, Michigan, Nevada, Oregon, South Dakota,
Utah, and Washington - that had formerly prohibited or had had no legislation,
authorized branch banking, and seven States ~ Maine, Massachusetts, Mississippi,
New York, Ohio, Pennsylvania, and Wisconsin - that had formerly permitted
branch banking within limited areas, extended the areas in which branches are
permiftted. Delaware, which had formerly authorized State-wide branch banking,
adopted legislation limiting the operation of branches to the city of the
head office and was the only State that adopted legislation restricting
branch banking during this period.

Of the 1C States authorizing braach banking during this period, & au-~
thorized State-wide branches; of the 7 States extending the areas of branch
operation, Maine, which had formerly permitted branches beyond the county of
the head office but not State-wide, amended her statutes to permit State-
wide branches. In the 6 other States that broadened the areas in which
branches are permitted, the most important development was general extension
of the area beyond the limite of the city where the hiead office is located, AS

a result of tkhis development there are now only 2 States that restrict branches
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to the city of the hend office ~hile there are 15 that permit brenches
outside the city of the hend office but not on a Stete~ride bhasis.
Table 3 gives a classification of States according to laws authop-
izing the operation of branches or additional offices ir 1924, 1929,
1932, and 1936 and shows in summary form by States the authorization

of bronch banking for ench of these periods.

Teble 3 - Classification of States According to TLaws Authorizing
Branches or Additional Offices - 1924, 1929, 19%2, and 1936

NOTE: The following tabulation is designed to izndicate the
general policy of the various States on branch barzing
as reflected by the orovisions of the laws of such
States, but it does not reflect detailed vrovisions
of the law in certain States such as restrictions
based upon wmonulation of the head office or the vlace
of the provwosed branch, etc, Por example, the State
of Virginia is classified in the following tabulation
for 1936 as a State vermitting State-wide branch bank-
ing, but under the laws of that State branches may be
established on a State-wide basis only in "other cities
having a vovulation of not less than 50,000 inhabitants."
For such detailed nrovisions, reference should be had to
the comvilation of laws of the individual States as pub-
lished in the Federal Reserve Bulletin for March 19725,
Avril 1930, July 1932, and November 1936,

I. States Which By Statute Svecifically Authorize Branches or
Additional Offices

A, States Authorizing State-wide Branches or Additional Offices

December December May June

192k 1929 1932 1936
Arizona Arizona Arizona Arizona
California Califcrnia California California
Delavnre Delarare Delarare Connecticut
Georgia Maryland Maryland Idaho
Maryland North Carolina INorth Carolina Maine
Torth Carolina Rhode Island Rhode Island Maryland
Rhoie Island South Carolina South Corolina Michigan
South Carolina Vermont Vermont evada

Virginia

Virginia

Virginia

Worth Carolina *x

Oregon

Rhode Island
South Carolina
South Dakota**
Utah

Vermont
Virginia
Washington
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B. States Authorizing Branches or Additional Offices Within
Timited Areas

Digitized for FRASER
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1. States permitting branches or additional offices beyvond cointy

of head office but not State-wide

December December May
1924 1929 1932
Maine Maine Inwn*
Maine
Montana

June

1936
Arkansas*
Towa*
Missisgipni**
Montana

New Mexico*
New York
Ohio
Pennsylvania
Wisconsin*

States limiting branches or additional offices to countr of

hend office

Louisiana Louisiana Indiana
Tennessee Louisiana
New Jersey
Ohio
Tennessee

Wisconsin*

Alabama

Indiana

Louisiana (Sce 1/, p.28)
Massachusetts

New Jersey

Tennessee

States limiting branches or additional offices to cityof

head office

Delavare

Maseachusetts Georgla Georgia
Mississippi* Massachisetts Massachusotts Genrgla
New York Mississipni* Mississippi®
Ohio New Jersey New Yorl
Pennsylvania* Yew York Pennsylvania

Chio

Pennsylvania
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II. States Which By Statute Specifically Prohibit Branches or Additional

Offices
December December May June
1924 1929 1932 1936

Alabamna Alabama Alabama Colorado
Arkansas Arkansas Arkansas Florida
Coloradn Colnrado Colorado Illinois
Connecticut Connecticut Connecticut Kansas
Florida TMorida Flrrida finnesota (1)
Idaho Idaho Idaho Missouri
I1linnis I1linois Illinois Nebraska (1)
Indiana Indiana Kansas Texas
Minnesnota Iowa Minnesota West Virginia (1)
Missouri Kansas Missouri
Nevada Minnesota Nebrasika
New Mexico Missourl Nevada
Cregon Montana New lexico
Texas Nebraska Oregon
Utah Yevada Texas
Washington New Mexico Utah
Wisconsin Oregnn Washington

Texas West Virginia

Utah

Washington

Fest Virginia

Wisconsin

III. States With No Legislation Regarding Branches or Additional Offices

December December May June

1924 1929 1932 1936
Iowa Kentucky*** Kentucky*** Kentuclky***(2)
Konsas Michigan®*** Michi zankk** New Hampshire (2)
Kentucky*** New Hampshire New Hampshire North Dakota (2)
Michigan**#** YMorth Dakota North Dalmota Oklahoma
Montana Oklahoma Clirlahoma Wyoming
Nebraska South Dakota Snauth Dalmmta
Vew Hamopshire Wyoming Tyoming

New Jersey
North Dakota
Qlirlahoma
South Dalota
Tennessee
Vermont

West Virginia
Wyoming
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Recapitulation:

December December May June

1924 1929 1932 1936

I, States Which By Statute Svecifically
Authorize Branches or Additional

Offices _16 19 23 3k
A, States Authorizing State-wide
Branches or Additinnal Offices 9 9 9 17
B, States Authorizing Branches or
Additional Offices Within Limited
Areas - _1 10 b 17
(1) Beyond countv of head nffice
but not State-wide 1 1 3 9
(2) In countr of head nffice 1 2 6 6
(3) In city nf head »ffice 5 7 5 2
II. States Thich By Statute Svecifically
Prohibit Branches or Additional Offices 17 22 18 9
IIT, States With No Legislation Regarding
Branches or Additional Offices 15 7 7 5
Tntal 4g 4g bg Lg

NOTE: In the District of Columbin branches
mere aunthorized on a district-wide
basis in 1924 and 1936,

* States authorizing by statute only the operatinon of "offices,! "agencies,"
or "stations! for limited purposes, as distinguished from "branches.!
** States authorizing by statute the operation of "offices," "agencies," or
"'stations! for limited purposes, and branches with full oowers,

¥**  States permitting by judicial decision the operation of "offices,™
"agencies," nr Ustations" for limited purvoses.

*¥xk States permitting by judicial opinion the operation of "offices,!
"agenclies, " or Ystations!" for limited purposes,

(1) States in which branches have been established although branch banking
is now prohibited by statute., Number of ban'ss overating branches and
the mumber of branches or offices, December 31, 1935, by States are -
Minnesota, 2 banks and 6 branches nr offices; Nebraska, 2 banls and
2 branches or offices; West Virginia, 2 ban¥s and 2 branches or nffices.

(2) States in vhich branches have been established although there are no
provisions in the statutes regarding branch banzing., Namber of banks
nperating branches and the number of branches or offices December 31,
1935, by States are - Kentucky, 14 ban'ss and 30 branches or nffices;
Yew Hampshire, 1 bank and 1 branch or office:; North Dalrota, 1 bank
and 1 branch or affice.
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CHAPTER IV

GRO®TH AND DISTRIBUTION OF BRANCH BANKING

Branch banking as it now exists in the United States dates from
the decade 1890-1900. The National Bank Act in 1863 committed the
country to a volicy of independent unit banking and the earlier ex-
periments with branch banking were generally discontinued at that
time, The majority of State banks and their branches in existence
prior to the Civil War elther converted into unit national banks, or
failed as a result of the conflict, or were liquidated when the is-
suance of bank notes was discontinued. From the end of the Civil War
until the closing decade of the nineteenth century there was very
little branch banking in the United States. Towards the end of the
century, however, as deposit banking gradually supplanted issue bank-
ing, the number of State banks began to increase and in some instances
these banks established branches. By 1900, according to the best in-
formation available, a total of 87 banks - 82 State and 5 national -
were operating a total of 119 branches.

Growth of Branch Banking, 1900 to 1935

From 1900 to 1915 a gradual growth in branch banking brought the
number of banks opoerating branches to 397 and the number of branches
to 785. After 1915 growth was faster and by 1920 the number of banks
had increased te 530 and the number of branches to 1,281, Expansion
of branch banking during the decade of the 1920's was more rapid than
at any previous time and by 1930 the number of banks had increased to

750 and the mumber of branches had nearly trebled to a peak of 3,518.

- 4O -
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In the depression years of the carly 1930's the number of banks with
branches and the number of branches decreascd along with the general
banking collapse. By the end of 1935, however, oranch banking was
increasing again and at that time 8CH banks, exclusive of mutual
savings and private banks, were overating 3,114 branches. The thirty-
five year development of branch banking as thus described is illus-
trated in Charts 2 and 3. Table 4 presents the figures uvon which

the charts are based.
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CHART 2

BANKS OPERATING BRANCHES

NUMBER IN THE UNITED STATES NUMBER
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Number of State and national banks operating branches in the United States,
1900-1935. From 1900 to 1920 the figures are for five-year intervals, but .
from 1920 to 1935 they are for each year.
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CHART 3

BRANCHES OF BANKS
IN THE UNITED STATES

NUMBER NUMBER
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Number of domestic branches of State and national banks in the United States,
1900-1935.. From 1900 to 1920 the figures are for five-year intervals, but
from 1920 to 1955 they are for each year.
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Branch Banking of State and National Banks, - Prior to 1922 the de-

velopment of branches wag limited almost entirely to State banks, as shown
by Charts 2 and 3. Occasionally a State bank with branches was converted
into a national bank and retained its branches, or was absorbed with its
branches by a national bank, The growth in the number of branches of
national banks from this source was slow, however, and in 1921 there were
cnly 72 branches of national banks as compared with 1,383 branches of State
banks., Beginning in 1922 branches of national bvanks increased mecre rapid-
ly and in 1930 they aggregated 1,042 as compared with 2,476 for State banks,
The growth of national bank branches from 1922 to 1927 was due chiefly to
the "additional offices" authorized by the Comptroller of the Currency in
cities where State banks were permitted to have branches. At the same time
there was an increasing number of absorptions of State banks with branches
into the natiocnal system. The growth of branches of national banks was
accelerated by the passage of the McFadden Act on February 25, 1927,

which, with certain restrictions, expressly permitted national banks to

establish branches in their head office cities where State banks were

allowed similnr privileges. 1/ The act also provided thot a Stnto bnank
could beccome o national bank ~nd continue to opcratc such other branches
as were logally in operation on February 25, 1927. The pnssage of this
act also precipitated the conversion of certain Statc barks with numerous
branches into national banks and caused the number of Statc bank branches

to decline temporarily.

i/ See Chaxter II, pp. 22~23, for the legal nnd legislative history of
branch banking during the period 1922-1933.

org/
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In the period of the banking crises, 1931-1833, the number of
State and national banks operating branches and the number of branch-
es decreased somewhat, In 1934 and 1935, however, branches were in-
creasing again and by the end of 1935 623 State banks and 181 national
banks were operating 1,785 and 1,329 branches, respectively,

Branches Qutside and in Head Office City. =~ At the beginning of

the branch banking movement branches were established mainly outside
the city of the head office in rural areas, By 1910, however, branch
banking in urban areas was begimning and by 1915 it was growing faster
than in rural areas. Since 1315 the number of branches in the city of
head office has continued greater than the number of outside branches,
Following the banking crises, however, the establishment of branches
outside the city of the head office procecded rapidly while the number
of head office city branches continued at ebout the same figure as in
1933, By the end of 1935 the number of branches in the head office
city aggregated 1,617 as compared with 1,497 outside. Chart 4 illus-
trates the growth of branches in and outside the city of head office
from 1900 to 1935 and Table 5 gives the statistics upon which this

chart is based,
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Number of domestic branches of State and national banks in the United States
in the head office city and outside the head office cilty, 1900-1935.
1900 to 1920 the figures are for five-year intervals, but from 1920 to 1935
they are for each year.
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Table 5 ~ Number of Branches or Additional Offices of Banks Y
Within and Without Head Office City 1900-193%

Number of branches or offices

Year 2/ Total In head office city Outside head office city
Total [National| State Total [National State

1900 119 25 1 ol gl L 90
1905 330 135 1 134 215 b 211
1910 548 271 1 270 277 11 266
1915 785 L35 15 420 350 1 39
1920 1,281 17 5 732 508 22 g6
1321 1,455 90 50 g5l 551 22 529
1922 1,801 1,156 118 1,038 635 22 62
192 2,054 1,327 181 1,1 127 23 70
192 2,297 1,514 233 1,281 783 23 760
1925 2,524 1,724 296 1,28 800 22 778
1926 2,701 1,877 gh 1,193 gou 37 787
1927 2,912 1,958 33 1,525 95k 290 66U
1928 3.136 2,1 595 1,545 996 339 657
1929 3,349 2,273 650 1,62 1,076 345 731
1930 3,218 2,387 70 1,68 1,131 339 792
1931 3,463 2,29 714 1,585 1,164 396 768
1932 3,191 2,06 g31 1,23 1,127 Esa 138
193 2,752 1,651 677 9T% 1,101 b 657
193 2,97 1,6u2 691 951 1,331 532 77
1935 3,11 1,617 686 931 1,497 6l3 &5
l/ See Note 1 Table U.

2/ See Note 2 Table L4,

Branches and Banking Offices. - Growth in the number of branches

in the fifteen year period, 1920-19%5, as thus described, and the de—~
cline at the same time in the number of banks have resulted in a rapid
increase in the proportion of branches to total banking offices. At
the end of 1935, as shown by Chart 5, branches constituted 17 percent
of total baking offices or slightly more than one of every six of the
total offices. In 1920 branches amounted to less than one of every

twenty of the total offices.
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CHART 5

BRANCHES AND TOTAL BANKING OFFICES
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Number of banking offices, banks and branches of State and national banks
(exclusive of mutusl savings and private banks) and the ratio of the num-
ber of branches to total banking offices in the United States. For the
years 1920 to 1923, inclusive, the figures are not of any uniform menth.
For 1924 they are as of June, for 1925 and 1926 as of December, for 1927 to

1930, inclusive, they are as of June, and for 1931 to 1935, inclusive,
they are as of December.
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Distribution of Branch Banking, December EE, 1935

v

The extent to which branch banking has developed varies widely in
different sections of the country. As pointed out in Chapter IIT the
States may be classified into four groups according as branches or ad-
ditional offices by statute are (1) permitted on a State-wide basis, (2)
permitted on a limited basis, (3) prohibited, or (4) not specifically
covered by legislation, Tables 1 and 2 of Appendix II classify the
States on this basis and show for each State and for each class of
banks - national, State member, nonmember, mutual savings and private
banks - the total number of banks, the number of banks operating branch-
es or additional cffices, the number of branches or offices, and the
amount of loans and investments, and deposits of all banks and of banks
operating branches or offices,

Proportion of Banks With Branches to Total Banks. - Table 6, sum-

marizing by groups of States the statistics of banks and banking offices,
shows that 5 percent of all banks in the United States operate branches.
In the States, however, that permit branch banking on a State-wide basis
and in those limiting branches to certain areas the proportion is higher -
1C percent and 8 percent, respectively., Total banking offices in branch
systems, on the other hand, are much larger in proportion to the total
number of banking offices, constituting 22 percent for the country as
a whole, 44 percent for States permitting State-wide branch banking,and
26 percent for States limiting the operation of branches or additional
offices.

The table also shows by geographic rcegions that thc proportion of

banks operating branches to total banks is largest in the New Fngland and

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



Digitized for FRASER
http://fraser.stlouisfed.org/

Pacific States whire 15 and 9 percent, respectively, of all banas have
branches., The proportion of total bansing offices in branch systems
is lar.est in the Pacific States where it amounts to bo percent, and
smallest in the Vest South Central and the %West Nort: Ceontral Statces
vhere it is only 5 and 7 percent respectively. It 1s approximately

L0 pcreent in Now Bngland; 32 percent in the kiddle atlantic States

and 25 percent in the South atlantic Statos.
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Toable b -Nurber of Benks end Banking Offices in Rrench Systems Co-pared
Tith 211 Zanks
Decec~ber 31, 1935

Stotes classified ac- . b e . ‘ Ratio of branch|Rotio of a;izlq,_,
cerding to lav (June 1,‘ Eronch systoms All banks systems to totsloffices in dbranch
1936) regayding bronch Tuber of Tot?l banking Nurber of TC??l banking number ofﬁbanks §ys}?és tthotnl
banking - offices (banlks . joffices (bnnks (percent) banizing offices
banks [ benks q
and branchoes) and bronches) (percent)
%
State~wide branch
banking per-itted 2L0 1,757 2, k75 3,972 10.5 b, 2
Branches lirited as to
location 522 2,097 6,521 &,096 £.0 25.9
Establish~ent ¢f branches i
prohibited 6 16 L 701 4 801 .1 .3
Ko provision in Stnatc law 5
regerding branch benking 16 Le 1,165 1,197 1.4 4.0 s
Totrl - All States 304 3,91¢ 14,952 18,066 54 21.7 !
Geograrhic divisions of
United States
¥er En-lond g5 313 560 788 15.2 39.7
Middle Atlentic 161 972 2,2ug 3,059 7.2 31.8
Best North Central 167 629 3,162 3,62k 5.3 17.4
West North Central 103 252 3,600 3, 745 2.9 6.7
South Atlantic 129 Uhy 1,k99 1,817 §.0 2.6
FTast South Central 58 198 1,180 1,320 4,0 15.0
Test South Central 32 gs! 1, 660 1,717 1.6 5.2
Mountain 20 89 520 559 3.5 15.1
Pacific hg 929 523 1,403 9.4 66.2
Total ~United States 6O 3,918 14,952 15,066 54 21.7

¢

Note: Mutual savinzs bankg and nrivete banls not included in tabulation.
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The proportion of total loans and investments in banks operating
branches to loans and investments of all banks is considerably larger
than the proportion of banking offices in branch systems. Table 7
shows that it amounts to 53 percent for the country as a whole; 67 per-
cent for Statcs permitting State-wide branch banking; and 63 percent
for States restricting branches limited as to location. For geographic
regions it amounts to 82 percent in the Pacific States; 69 percent in
the Middle Atlantic States; 55 percent in New England; and MB percent
in the Southeastern.

Table 7 = Loans and Investments of Banks Operating Branches or

Additional Offices and Loans and Investments of A1l Banks
December 31, 1935

States classified ac- | Loans and invest- N Percent of
cording to law (June | ments of banks ﬁgig: 2?d iﬁvgsziﬁ total in
1,1936) regarding operating branches (000 om?ttﬁd? " |banks oper-
branch banking (000 omitted) © ating branches

State-wide branch
banking pernitted $ 4,764,479 $ 7,046,656 67.6

Branches limited as
to location 13,499,483 21,430,135 63.0

Establishment of
branches prohibited 203,338 5,938,733 3.4

No provision in State
law regarding branch
banking 106,454 757,827 14.0

Total —~ All States 18,573,754 35,173,351 52.8

Geographic divisions of
United States

Now England 1,300,320 2,369,357 54,9
Middle Atlantic 10,822, 30 15,634,158 69.2
BEast North Central 1,703%,01 6,059,729 28.1
West North Central 271,883 2,513,923 10.8
South Atlantic 962,065 2,142,159 Iy g
Fast South Central 292,635 939,583 31.1
West South Central 164,103 1,382,881 11.9
Mountain 106,668 sls, 743 19.5
Pacific 2,950,763 3,595, 808 g2.1

Total ~ United States$ 18,573,754 $ 35,173,351 52.8

Note: Mutual Savings banks and private banks not included in tabulation.

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



Digitized for FRASER

- 5k -~

Geographic Distribution of Branch Systems - Table & chows that

slightly less than one-~third of the banks operating branches or addi-
tional offices are in States permitting State-wide branch banking and
nearly two-thirds are in States limitine branch banking Chart € gives
the distribution of branch systems by geographic divisions and shows
that over one~half of the branch systems are in the Middle Atlantic,
the Bast North Central, and the South Atlantic States. Chart 7 shows
the distribution of branches by geosraphic divisions.

Table & —~ Banks and Branches or Additional Offices by Groups of States
December 31, 1935

States classified ac- [Mumber of {Percent of total in
cording to law (June 1,| banks NumEer each grouv of States
1936) regarding branch |operating Ok Barks ‘ Branches

banking branches |PTanches
State-wide branch bank-

ing permitted 260 1,497 32.3 g 1
Branches limited as to

location 522 1,575 £l .9 50.6
Establishment of branch-

es prohibited 5 10 .8 .3
No provision in Statc law

regarding branch banking 16 32 2.0 1.0

Total ~ All States gok 3,114 100.0 100.0
Geograrvhic divisions of
United States
New England 85 208 10.6 7.3
Middle Atlantic 161 811 20.0 26.1
Tast North Central 167 Lg2 20.8 14 8
West North Central 103 149 12.8 4 g
South Atlantic 129 318 16.0 10.2
East South Central 58 140 7.2 4.5
Tegt South Central 32 57 4.0 1.8
Mountain 20 69 2.5 2.2
Pacific Lo 380 6.1 28.3
Total - United States gol 3,114 100.0 100.0

Note: Mutual savings and private banks not included in tabulation.
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CHART 6

DISTRIBUTION OF BRANCH SYSTEMS
BY GEOGRAPHIC DIVISIONS, DECEMBER 31, 1935

NUMBER NUMBER
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Number of State and national banks operating branches arranged according to
the geographic divisionsin which they are located.
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CHART 7

DISTRIBUTION OF BRANCHES
BY GEOGRAPHIC DIVISIONS, DECEMBER 31, 1935
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Loans and Investments, and Depositses — Table 9, which summarizes

by groups of States loans and investments, and deposits of banks oper-
ating branches, shows that approximately 25 percent of loans and ine
vestments and of deposits are in banks in the States permitting State-
wide branch banking and nearly 75 percent are in States limiting the
operation of branches, By geographic regions 58 percent of loans and
investments, and deposits are in the Middle Atlantic States and 16
percent are in the Pacific States. The concentration of loans and
investments, and deposits in banks operating branches in the Middle
Atlantic States is due to the fact that each of several of the large
banks in New York City operates a small number of branchess The

Guaranty Trust Company, for example, has $1,400,000,000 of deposits

but operates only two branches.
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Table 9 ~ Loans and Investments, and Deposits of All Banks and Banks Operating Branches
or Additional Offices, by Groups of States
December 31, 1935

i
Statces classified ac~ Loans and investments Deposits Porcent of total for each group of States
cording to law ?J“ne A1l Banks operat- Al Banks oper-|loans and investments Deposits
1, 19%36) recgarding : : . ,
; banks ing branches banks atin g branch
branch b"“'nklng (OOO hitt d.) 0g 411 Banks opcrat—- A1l Bnanks opor_ﬁ_t
omittve (000 omittaod) banks | ing branches | banks ling branches
State-wide branch )
banking pormitted $ 7,086,656 $ u4,76L4,L479 ¢ &,644,014 $ 5,819,470 20.0 25.7 19.4 2l 6
Branches limited as
to location 21,430,135 13,499,483 26,718,810 17,407,101 60.9 72.7 55 .8 7%.7
Establishment of
branches prohibited 5,938,733 203,338 8,325,218 263, M2 16.9 1.1 18.6 1.1
i
No provision in State kA
law regarding branch 1
banking 757,827 106,454 998,927 138,987 2.2 .5 2.2 .6
Total — All States 35,173,351 18,573,754 uk4,686,969 23,628,970 100.0 100.0 100.0 100.0

Geographic divisions of
United States

New England 2,369,357 1,300, 320 2,922,677 1,705,790 6.7 7.0 6.5 7.2
Middle Atlantic 15,634,158  10,822,30 19,068,735 13,794,818 Ll 58.2 4p .5 5g.4
East North Central 6,049,729 1,703,01 8,056,400 2,326,438 17.2 9.2 18.0 9.8
West North Central 2,513,923 271,883 3,486,941 354, 708 7.2 1.5 7.8 1.5
South Atlantic 2,142,159 962,065 2,839,289 1,285,857 6.1 5.1 6.4 5.5
East South Central 939,583 292,635 1,240,681 389,236 2.7 1.6 2.8 1.7
TWest South Central 1,382,891 164,103 2,077,538 2u43,.518 3.9 .9 4.7 1.0
Mountain 545, 743 106,668 833,018 149,581 1.6 .6 1.9 .6
Pacific 3,595,808 2,950, 763 4,161,690 3,379,024 10.2 15.9 9.3 14.3
Total - Eﬁgﬁgi $ 35,173,351 $ 18,573,754 ¢ L4, 686,960% 23,628,970 100.0 100.0 100.0 100.0

Note: Matunl savings banks and private banks not included in this tabulation.
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Types of Bronch Systoms, = Table 10 shows the types of banis

operating branches by groups of States classified according to the
extent of the area in which branches are operated., The different
types of systems are (1) those that operate branches confincd to

the head office city, (2) those that operate branches outside the
head office city but confined to the head officc county, (3) those
that operate branchcs beyond the county of the head office in con-
tiguous countics, and (4) those that operate branches beyond the

head office county in non=-contiguous counties. 0Of the 804 banks
operating branches, 285 operate them only in the city of the head
office; 347 operate thom only in the county of the head office; 122
opcrate them in contiguous counties; and 50 omerate thom in non-con-
tiguous counties, The largest proportion of banks operating branches
confined to the city of the head officc is in the Middle Aélantic
States; the lairgest proportion in contiguous ccuntics is in the West
North Central States, in Iowa and Wisconsin particularly, and in the
Jouth Atlantic States, particularly in Worth Carolina and Virginia;
and the largest proportion in neon-contiguous counties is in the South

Atlantic States, partieularly in North and South Carolina,and the

Pacific States, especially California,
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Table 10 - Types of Branch Systems by Groups of States
December 31, 1935

Number of banks operating branches or offices

States classified ac- Confined Outside hoad office city
cording to }aw.(Junell, to head Head Non-
1936),r§garq1ng branch Total office| Total |office Contlg?ous conticuous

anking city county | counties | counties

State-wide branch bank-

ing permitted 260 68 192 99 54 39
Branches limited as to

location 522 208 314 2lo 64 10
Establishment of branch-

es prohibited 6 5 1 1 - -
No provision in State law

regarding branch banking 16 Y 12 7 4 1

Total - All States 8ok 285 519 U7 122 50

Geographic divisions of

United States

New England g5 43 Lo 25 16 1

Middle Atlantic 161 122 29 21 7 1
East North Central 167 7 120 97 21 2

West North Central 103 4 99 70 25 4

South Atlantic 129 35 gk Lg 32 b

Fast South Central 58 g 50 35 10 5

West South Central 32 6 26 23 1 2

Mountain 20 - 20 7 4 9

Pacific ) 10 39 & 6 12

Total - United States go4 285 519 3y 122 50

Note: Mutual savings banks and private banks not included in tabulation.
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Table 10 ~{Continued) Percentage Distribution of Tyrcs
of RBranch Systems in Each CGroup of States
December 31, 19%5

Nunber of bgnxs operating branoaagiqgﬂgiilggE‘
States classified ac- Confined Ou?side h?%d office city
cording to law (June 1,| Total|to head Head [Contiguous Won-~
1936) regarding branch office| Totaljoffice| counties |contiguous
banking ) ity |county | counties
State~wide branch bank-
ing permitted 32.3 23,9 37.0 28.5 3 78.0
Branches limited as to
location oy 73.0 605 69.2 52.5 20.0
Establishment of branches
pI‘Ohibi ted QS 1.7 ue 0:5 - -
o provision in State law
rcgarding branch banking 2.0 1.4 2,2 2.0 3,2 2.0
Total -~ all States 10G.0 100.0 100,0 100.0 100.0 100.0
Gcographic divisions of
United States
New England 1C.06  15.1 8.1 7.2 13.1 2.0
liiddle atlantic 20,0 46,3 5.6 .1 568 2.0
East North Central 20.8 16.5 23,1 27.9 17.2 k.0
West North Central 12,8 1.4 19,1 20.2 20.5 8.0
South Atlantic le. 0  12.3 18.1 13.¢ 2c.2 28.0
East South Central 742 2.8 9.0 10,1 8e2 10,0
West South Central 4.0 2.1 5,0 6.6 .8 4.0
Mountain 25 - 7.9 2.0 3.3 12,0
Pacific 0,1 3.5 7.5 6.l 4.9 24.0
Total ~ United States 100,0 140.0  100.0 100,0 100.0 100.0

Note: Mutual savings banks and privete bangs not included in tabulation.

Locntion of Branchos or Officcs. - Ex-minntion of Toble 11

ziving by grours of St~tcs the locntion of branchos or ~dditionnl

officos nccording to (1) hond office city, (2) hond office county,
. s Y , g d o . ;

(%) contimuous countiocs, ~nd (%) non-contiruous countics, shovs

that 1,517 or slichtly norc then onc~hnlf of tha 7,118 branches
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are in the city where the parent banlk has its head office. The remain-
ing 1,497 branches are distributed as follows! 617 in the county of the
head office but outside of the head office city; 348 in the counties con-
tiguous to the head office county; and 532 in non-contiguous countiese
The largest proportion of head office city branches is in the Middle
Atlontic, Fast North Central, and Pacific Statbs., Head office county
branches are largely in the East and West North Central, the South
Atlantic, and the Pacific States, Head office city branches are
largely in New York, California, Ohio, and Michigan, while head of-
fice county branches or additional offices are mainly in Iowa, Cali-
fornia, and Wisconsine Branches operating beycnd the county of the
head office sre more numerous, in proportion to total branches, in the
New England, the South Atlantic, and the Pacific States., The States
where these branches are most important are California, North Carolina,

Maine, QOregon, and Washington,

http://fraser.stlouisfed.org/
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Table 11~ Locetion of Branches or additional Offices,
by Groups of States
. Dscemher 31, 1935

” ' o Numbor of branches or offices

Stwies classillies &&- In Qutside head office city
cording to law (June 1,|Total| head Head |q 4o Non-
19%6) regarding branch office|Totaljoffice e contiguous

. . . counties ;

N banking | city [county counties
State-wide branch banke

ing permitted 1,497 508 989 247 ohg Lol
Branches limited as to )

location 1,575 1,081 494k 361 96 37
Establishment of branch-

cg prchibited 10 9 1 1 - -

No provision in State
law regarding branch
banicing 32 19 13 g 4 1

Total - all Statcs jjllu 1,b17 1,497 617 3hg 5732

Geographic divisions of
United States

New England 228 115 113 72 38 3
i-iddle atlantic 811 767 Ly 3 9 1
East North Central Lo2 287 175 1dg 24 2
West North Central 149 g 1kl 100 32 7
South atlantic 31 109 209 87 7 55
Fast South Central 140 4o 100 46 28 26
wost South Central 57 2% 3l 29 3 2
lountain h9 2 o7 14 27 26
Pacific 830 206 61h gl 120 410
Total - United States 3,114 1,617 1,497 617 348 532

Wote: Mutual savings and private benks not included in tabulation.
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Table 11 - {Continued) Percentage Distribution of Location of
Branches or Additional Offices by Groups of States
December 31, 1935

States classificd ac—- Number of branches or offices
cordlng to law (Juno In Qutside hend office city
L, 1936) regarding Total head Head |Contig Non
branch banki ota : & X O~
n Aang office|Tetal |orfice |uous contiguous
city county |countieg! countics

State~wide branch

banking permitted ug.1 31U 66.1 Uu40.0 71.3 92.9
Branches limited as to

lecnation 50.6 66.9 33.0 58.5 27.6 7.0
Establishment of branches

prohivited .3 5 1 .2 - -

No provision in State
law rogarding branch
banking 1.0 l.2 & 1.3 1.1 1

Total —= A1l States 100.C 100.0 100.0 100.0 100.0 100.0

Geographic divisions of
United States

Now England 7.3 7.1 7.5 11.7 10.9 .6
Middle Atlantic 26.1 474 2.9 g .5 2.6 .2
East North Central 14,8 17.8 11.7 24.2 6.9 .3
West North Contral L.g .5 g.u 16.5 9.2 1.3
South Atlantic 10.2 6.7 14,0 141 19.3 10.3
East South Contral L5 2.5 6.7 7.4 8.0 k.9
West South Central 1.8 1.4 2.3 L.7 .8 A
Mountain 2.2 A Ls 2.3 7.8 4.9
Pacific 28.% 16.5 b1.0 13.6 3.5 77.1

Total - United States 1000 100.0 100.0 100.0  100.0 100.0

Note: Mutunl savings and privatc banks not included in tabulation.

Important Branch Banking Statcs. -~ At the ond of 1935 banke in 39

Statcs and the District of Columbia werc operating branches or additional
offices. 1In differcnt States, however, branch banking varied widely in
its development and importance. The thirtecn States in which the largest
namber of banks with bronches or additional offices wreoperanting are

given in Table 12.
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Table 12 ~Number of Banks Operating Branches or Additional Offices
and Number and Locaticn of Branches or Offices in 13 States
December 31, 1935

Number of

Wumoer of Branches or ndditional offices

oa
State banlks operating Langs Deposits Head Qutside head oiffice city
branches or nd-|tpyestments Total |office Total Head office {Contizuous | Non-contiguous
ditinnnk officesi( 000 omitted)|(000 omitted) city Lo county counties counties
California 38 2,630,576 2,967,281 794 iy 553 78 108 267
Indiana %0 115,430 160,362 Ly 19 28 27 1 -
Towa 93 s, 787 70,846 125 - 125 98 27 -
Maryland 23 265,151 321,523 76 35 i) 21 14 6
Massachusetts Yo £8%,975 1,221,932 110 91 19 18 1 -
Michigan 36 564,316 828,833 141 120 21 17 2 2
New Jersey 8 676, 064 gln, 347 11l 91 23 21 1 1
New York 76 8,725,640 11,2%2,324 606 R9L 15 9 6 -
Horth Carolina 36 120,458 161,150 €9 7 g2 24 Y ol
Ohio 3Y 808,900 1,050,119 169 130 3G 36 3 - !
Pennsylvania 37 1,420, 595 1,717,147 91 85 5 4 2 - KA
Virginia 37 175, 440 200,162 el 21 43 31 10 2 ;
Tisconsin 67 214,278 2g7,12k4 105 1€ g7 69 18 -
Total - 13 States 597 16,615,704 21,004,150 2,531 1,449 1,082 453 227 Loz

Total - All States gol 18,573,754 23,628,970 3,114 1,617 1,97 617 3Ug 532
Percent of 13 States

to All States 743 39,5 €9.1 81.3 9.6  72.3% 73k 65.2 75.6

Note: HMutual savings and private banks not included in tabulation,
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Distribution gﬁ Branches and Banks El Size 3£ Town. ~ More than

80 percent of the branches in the United States are divided between
the very large cities and the very small towns, Thirty~six percent
of them arc in clties of over 500,000 population and 26 percent are
in towns of less than 2,500, Head office city brenches arec concen-
troted in oitles of 50,000 population and over, more than 95 percent
of them being in these cities. On the other hand, more than one=half
of the branchcs outside the city of the head office are in towns with
less than 2,500 population., Table 13 and Chart 8 show the extent to

which branches are distributed in towns of different size,
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Taehle 13~ Jumber of Brancihes or atlitional Offices by Size of Town

Deccember 31, 1935

Number of branches or offices

I

Population In Outsice hend office city
of Total | 2ead Head |eonti uous Lon~
town office [Totaljoffice county contiguous

} city Lcounty county
Unier 250 100 - 100 72 22 6
250 - 499 187 - 187  12b 46 17
hG0 - 999 233 - 233 138 e 3
1,000 - 2,449 291 3 288 103 77 108
2,500 - 2,999 He - 52 17 10 25
3,000 - 4,999 129 6 123 32 37 B
5,000 - 5,999 33 1 32 12 7 13
0,000 - 9,999 108 4 104 o 25 50
10,000 -~ 24,999 138 17 121 37 21 03
25,000 - 49,999 93 39 54 16 14 2
50,000 - 99,999 137 13 o 29 12 23
100,000 - 459,999 Lg1 Lo3 58 6 33 19
500G ,G00 and over 1,132 1,051 81 2 2 77
Tot~1 3,11 1,017 1,497 617 348 572

Carcont _of totnd
1 In Outside hand officc city

head Heatl Ny Jon~

Total office{Totalloffice Cogsg;zfgsconti;uous
| city lcounty - county
Under 250 3.2 0.7 1l.7 0.3 1.1
250 ~ 499 6.0 - 1l2.%  20.1 13.2 3.2
500 - 999 7.5 - 15.0 22,4 12.1 10,0
1,000 - 2,499 3.3 2 19.2  16.7 2.1 20.3
2,500 - 2,599 1.7 - 3.5 2.7 2.9 L7
3,000 ~ 4,999 b1 3 8.2 5.2 10.6 10.2
5,000 - 5,999 1.1 1 2.1 1.9 2.0 2.4
6,000 - 9,999 3.5 .2 6.9 4.7 7.2 9.4
10,000 - 24,999 B4 1.1 8.1 6.0 6.0 11.8
25,000 - 49,499 3.0 2.4 3.6 2.6 4.0 b.5
50,000 - 99,999 G4 4.5 h.3 b7 3.5 b,z
100,000 - 499,999 15,4 20,2 3.9 1.0 9.5 3.6
500,000 ani over b4 65,0 544 o3 .0 14,5
Total 100.0 100.0 100.0 100.0  100.0 100.0

Note: Mutual savin,s ant private banizs not Included in tabulation.
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BY SIZE OF TOWN, DECEMBER 31, 1935
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As in the case of branches, a large pronortion of the banks cpsrating
branches are in citics of more than500,000 wopulation and of less than 2,500.
The banks operating branches, however, are not concentrated in thesc two
growos of citics to the same extent as the branches, only M5 percent of them
baing in thesc cities and towns. 3Banks in the large cities, i, o.,

nose of more than H00,000 pooulation, have 7h percent of the deposits of all

+
Q

banls with branches. Table 1Y shows the distribution of branch systcms by
size of town in which the head office is located and Table 15 shows the

number of them in the 13 largest cities, togother with the location of their

breachoes,
Table 14 - Branch Svstous by Sizo of
Town of Hend Office
Dzcomoor 31, 1835

Porulation Numberi Loans and VﬂPG?C at_of Total
. ) . Numbor | Loans and
of of iavestments| Deponsits o A Devosit
Town banks (000 omited)(cr snittad)l banks | HVESIRONES
Under 250 21 5,178 5,398 2.6 - -

250~-159 51 12,761 [f,lpo 6 2 1 .1
500-00¢ 70 27, THb ;j,J15 8.7 .2 .2
1,000~2,499 105 63.237 gl r165 13.1 R i
_,5ﬁ0~2,,J 15 18 968 25,067 1.9 .1 1
3,o00~u,J/9 an 77.994 91,051 8.0 ! i
5,000=5,999 12 22,091 :f,ﬂ60 1.5 1 1
6 000-9, 999 32 52,337 64,130 4.0 3 .3
10, 000~2 oh ,999 Al 22, 267 262, 490 8.0 1.2 1.1
25,000~49,999 54 319,450 388,921 6.7 1.7 1.7
5o 000~99, 999 61 523,498 671,774 7.5 2.8 2.8
100 omo_ugg,,,g 150 3,217,861 U4,1bs,304 18,7 17.3 17.5
500,000 and ove 105 13,999,468 17,79¢ ,765 13.1 75.4 75.3
Totnl 204 18,573,754 23%,628,970 100.0  100.0 100.0

Note: lutual Savings »nd private banks not included in tabulation.
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Table 15 =Numoer of Bronch Systems Operatiag Branches cr Additicnal Offices
iy the Thirtcen Linrgest Cltivs in the United States
Decomber 31 1 35

-0l -

Number of Fumber of branches or offices Leans ond Tenngits
Cities f more thon Pc,uljtiﬁn brnks In !Ou+°ldi heed office ?1ty investments cf brnks
50C,00C novulati-n 1950 orerating _ head P Ia In Jon= | of brnks with with

(1930 census) census bri?c@as m‘;ntallcffiCC Thtal¥>§c?dﬁ ?og— cen- bronches brenchos

edditicnnl city . lcifice [tizwus [timas| (000 emitted) | (000 <mitted)
cffices | | county |eounty [county

Yew Tork City 6,930,146 ko 463 L3 - - - - 7,940,495 10,359,592

Chicago 3,376,143 - - ~ - - - - - -

hilndelvhin 1,950,961 19 o S 2 2 - 921, .40 1,201,77
Detreit 1,558, 662 I 79 75 Lok - - 417,571 639,766
Les Angeles 1,235,043 L 211 143 6z b S 15 620,00 > 720,764
Clevelmnd Q00,429 & 59 54 in 12 3 - Uz6, 7ok 56G,263

St. Loeuis 521,950 - - - ~ - - - - -
Baltimere E04, 5Th 7 35 33 - 2 - 2h2 410 298,653
Bosten 751,168 7 7 47 - - - - 669, 667 969, 403
Pittsburgh 659,017 Y 10 10 - - -~ - Yog, o1k 4ol 555
Srn Froncisco o34, 30k 5 r27 S 43 - aly 340 i,094%,295 2,103,712
Nilwrukzee E7s,24H9 2 1k 1k - - - - 161,172 219,716
Buffalo 573,076 4 66 56 2 2 - - 272,295 301,214
Tctal 13 citics 20,823,542 107 1,587 1,051 n35 60 109 367 13,999,465 17,709,755

Remainder of United

States 101,946,506 699 1,527 550 9ol ~57 239 1605 4,574,255 =, 62%,205
Tctal Uaited States 122,775,042 04 3,114 1,017 1,497 o017 345 532 16,573,754 23,625,970

Feto! utunl sovings ad vwrivate bomls ret inciuded in tobulatinn.
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Distribution of Branches and Ban'zg by Size of Banks -~ Apovroximately

one-n1nlf of the branches in existence are operated by the very larce banks,
as sho'm in Table 16. OFf the total of 3,114 branches or offices, 1,555
are on=rated by £1 banks each with 50,000,000 or nore of loans and in-
vestments. These 61 banks hold 76 percent of total loans and investments,
an? dopcsits of all banks overating branches. Table 16 and Chart 3 show
that the number of banks operating branches, however, is falrly evenly
distributed betwsen large banks and small banks; %97 having loans and
investments under 32,000,000 and MOY having loans and investments of

$2,000,000 or more.

Table 16 - Banks Operating Branches or Additional Offices,
Classified by Size of Loans and Investments
December 31, 1935

Number Loans Percent of total
Size group Wb er of and Number |Loans
s and f |branch-| j : Number of and De-
loans and 0 invest- Deposits e :
. ban! of branch- in- .
investments anks | es or ments , os or |vest- Yosits
00 omitted) offices ; banis s
(0 (000 omitted) offices |ments |
Jnder $100 o 5 $507 $5287 o7 .2 -
100 - 1lg 13 13 1,544 2,454 1.6 b -
150 — 249 65 72 12,474 16,073 8.1 243 .1
250 - Lgg 122 148 437,882 57,827 15.2 L.3 .2
200 - 999 116 189 83,831 105,273 1k,k 0.1 5
~,000 ~ 1,999 75 108 103,S49 125,121 9.3 3.5 .5
2,000 - 4,969 125 22k k05, 382 498,1k49 15.6 7.2 242
5,000 - 9,999 &l 203 66,319 807,241 10.5 £.5 3.0
10,000 - 49,999 137 595 %,071,174% 3,900,148 17.0 19,1 15.5 1
50,000 and over _61 1,755 14,185,086 18,11%,7G7 7.6 4o g 76,4 7
Total g0k 3,114 18,574,754 23,626,970 100,0 100.0 100,0 100,0
NOTE: Mutual savings and private banlis oot included in taovulation,
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CHART 9

DISTRIBUTION OF BRANCH SYSTEMS
NUMBER BY SIZE OF BANK, DECEMBER 31,1935 NUMBER
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Number of State and national banks in the United States operating branches
arranged according to the size of the banks as measured by the amount of
loans and investments.
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The majority of the large banks operate branches but there is
very little correspondent relation betwesen size of bank and number
of branches. Of the K0 largest banks in the country as shown in
Appendix II, 15 have no branches; and nine have only 1 %o 2 branches
each, 1 of these being the third largest bark in the country. The
fifth and seventh largest banks have no branches at all. The ma-
Jority of these banks are metropolitan banks, with large business
with country correspondents and with correspondents in foreign fields,
and were large before they acquired branches. Their branches are re-
sponsible for only a portion of their subsequent growth. It has
rather been through consolidation that the banks have grown, con-
solidation having been more extensive and having affected more bsnks
than branch operation. Only in certain States, especially California,
and not until recentiy has branch banking been able to follow con-
solidation.

Tabtle 17 shows that the capital of banks operating branches
varies from less than $25,000 to over $1,000,000. Approximately 25
percent of the banks have $1,000,000 of capital or over and 10 per~—
cent have $25,000 or less. Deposits, however, of the small banks
with branches constitute one—tenth of 1 percent while those of the

larger benks amount to 92 percent of the total.
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Table 17 - Banks (Operating Branches or Additional Ofrices,
Classified by Amount of Capital Stock 1/
December 31, 1935

A@ount of Fumber Humber ‘Loans and Deposits
capital stock of of investments
(000 omitted) banks branches (000 omitted)
Less than $25,000 22 22 $h, 084 $5,576
25,000 55 Bl 14,388 18,815
26,000 - 49,000 50 61 16,251 20,745
50, 000 53 63 25,576 iu,153
51,000 ~ 95,000 03 87 34,953 4,190
100, 000 60 83 67,109 83,159
101,000 ~ 199,000 61 90 57,538 67,739
200,000 32 58 75,672 94,016
201,000 - 249,000 12 21 18,978 21,777
250, 000 10 30 21,090 26, 765
251,000 — 499,000 60 99 191,579 2k1,873
500, 000 26 57 198,113 232,356
501,000 ~ 999,000 12 180 429,180 531,105
1,000,600 30 88 365,186 477,92k
Over 1,000,000 198 2,111 17,053,057 21,728,731
Total g0l 3,114 18,573, 754 23,628,970

Percentage distribution

Less than $25,000 2.7 o7 - ~
25,000 6.9 2.0 .1 1
26,000 - 49,000 6.2 1.9 .1 .1
50,000 6.5 2.0 .1 .1
51,000 ~ 99,000 7.8 2.8 .2 .2
100, 000 7.5 2.7 R R
101,000 - 199,000 745 2.9 o3 .
200, 000 4,0 1,9 ,ﬁ .i
201,000 — 249,000 1.5 o7 .1 .1
250, 000 1,2 1,0 o1 .1
251,000 ~ 499,000 7.5 3.2 1.0 1.0
500, 000 3.2 1.8 1,1 1.0
501,000 -~ 999,000 9,0 5.8 2.3 2.2
1,000,000 3.7 2.8 2.0 2,0
Over 1,000,000 24,6 57,8 91,8 92,0
Total 100,0 100,0 100,0 100,0

l/ Aggregate par value of common and preferred stock plus capital notes and de—
bentures sold to the Reconstructicn Finance Corporation.

NOTE: Mutual savings and private banks not included in tabulation.
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Classification of Branch Systems, = Classification of branch

systems by number of branches per system, as given in Table 18,
shows that fthe number of branches opecrated by thc majority of branch
operating bamks is small, More than one-half of the banks oporating
branches have only one branch cach, At the other extrome one bank
has 420 branches. Only two banks have more than 100 branches while
476 hove only onc cach and 243 have from two te five cach. The two
largest systems have 539 branches while the 719 smaller ones operate
only 1,157 branches, The average size of the 476 banks with one
branch each is about $5,650,000 of deposits, and that of the 129
banks with two branches is about $35,000,000. Deposits of the bank
with 420 branchcs are approximately $1,150,000,000. The banks with

two branches cach obviously include some of the very large banks,
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Taple 18~ Nurber of Bronch Systems Classified by Nurber
0T Bronches or Additionrl Officcs in Ench Srstenm
Decc~ber 31,1935

Nwwber of Trber of Aggregnte Agaregote Acsresnte
branchcs banlks nuber of loans end deposits
ner operating branches investrents (000 omitted)
bank bronches | (000 oritted) |
1 476 476 2,256,998 2,692,979
2 129 258 3,519, 095 4,49k, 676
3 56 168 776,388 958, 020
b4 35 10 511,993 69k, 188
5 23 115 631,895 766,194
6 12 72 285,296 360,266
7 2 56 262,998 347,929
g 5 Lo 465,967 635,402
9 ) 54 168,536 240,318
10 6 60 ~10,050 €51, 675
11 5 5 186, 649 233,109
12 3 36 73,894 97,871
13 4 52 1,260,763 1,591,105
14 7 98 224,907 281,924
15 2 30 20,793 30,977
1o 3 Lg 302,711 395,102
i 3 51 28k, 582 328,888
19 1 19 7%, 000 89,003
20 2 ko k2, 53k 55,998
24 1 2 379,53¢ 575,305
25 1 25 56, 1sk 68,825
26 1 26 79,372 113,290
27 1 27 241, 246 363, 060
23 1 23 50,341 105,919
20 1 30 110,073 134, 754
33 1 33 136,91¢ 155, 406
35 1 35 75,515 98,245
38 1 35 1,%50,20% 2,006,551
53 1 5 65,128 3,901
S 1 S 222,237 203,176
55 1 55 502, 1&¢ 555,305
63 1 63 346, 0c2 hs3,173
70 L 70 217,757 242, 672
[E; 2 1k6 1,315,477 1,702,153
119 1 119 hog, nom 25,107
420 1 _lh2o 1,056,559 1,145,752
Fotal 60k 3,114 13,573,754 23,625,970

Note: Mutual savings and »rivate banks not included in tabulation.
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A large proportion of the banks operating branches have them only
in the city of the head office of the parent bankk and very few have
branches beyond the county of the head office, Table 19, which illus-
trates the distribution of the 804 banks with branches according to the
number of towns and countieg in which the various branch offices are
located, shows that only 172 banks have branches outside the county of
the head office, Of the &0U4 banks with branches or offices, 285 have
all of their branches in the head office city; 519 have them in 1 city
cutside the head office city and 101 have them in 2 towns outside the
head office city, At the other extreme 1 bank, the Bank of America
N, T, & S. 4, in California, has branches in 244 towns and in he

counties,
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Table 19 ~ Banks Operating Branches or Additional Offices,
Classified by Number of Towns and Counties in Which

Branches or 0ffices are Located
December 31, 1935

Torms

Number of towns
outside head office
city in which of-
fices are located

Total Dbanks operat-
ing branches out-
side head office
city

Banks with branches
in head office city
only

Total banks operating

branches

» Countics
Number of banks | -wmber of coustles| ipor of banks
operating branches %outs1de.he§9.oiflce operating branches
or offices county in which of- or offices
fices are located
319 1 72
101 2 57
4o ! 3 8
17 | L 6
9 5 8
6 6 4
2 7 2
1 8 2
& 9 2
3 10 i
2 11 2
- 12 1
1 13 -
3 14 2
2 15 1
1 17 -
1 20 -
1 52 1
1
1
Total banks operat-
ing branchies out-
side head office
519 county 172
Banks with branches
in head office county
285 only 632
Total banls operating
gol branches 804

NOTE: Mutual savings banks and private baris not included in tabulation,
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Method of Establishing Branches, = Of the 3,114 branches in op-

eration, as showm in Table 20, 1,977 were established EE.ESXE’ and
1,105 were established by conversion of & bank into a branch. In
head office cities branches have been established de novo to a greater
extent than outside the head office cities, 1In non~contigucus counties

more branches have been established by conversion of existing banks than

de novo,

e

Table 20 - Branches or Additional (Offices Classified Accordiug
to Method by Which Established
December 31, 1935

Qutside head office city

Method by which Hegd " Heod Con N9nacon—
establisned Total office motal office |biguous tlguogs
city county . iconnties|counnties
l ~r ~y p
De novo 1,977 1,153 gol 388 210 226
5 ‘ 3 301
By conversion of a bank | 1,105 Us1 654 218 135 3
into a branch ) ;
Urknown 32 13 19 11 3
Total 3,114 1,617 1,497 617 3lg 532

NOTE: Mutual savings and private bauks not included in tabulation.
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Branch Banking Over Twelve~Year Period, 1924-1935

Since 1924 when the first intensive analysis of the development of
branch banking in the United States was published by the Federal Reserve
Board l/ inmpoertant changes in branch banking have taken place. Laws
with reference to the cperation of branches have been liberalized in
nany States and those for national banks likewise have been liberalized.
Liberalization of statutes has been accompanied by an increase in the
operation of branches and by measurabl: changes in ths location and
size of branch systems. In Chapter I1I the changes in State laws were
analyzed and Tableg 21 and 22 summarize the important changes with ref-
erence to the extent of branch banking and the location and size of
branch systems between 192U and 1935,

Over the twelve-year period the najor changes were substantial,
absolute and relative increases in branch banking and an extension of
branches over wider areas., In 13935, 17 percent of all banking offices
were branches, as compared with seven percent in 1924, Thus somewhat
more than one—sixth of banking offices in the United States in 1935
were branches while twelve years ago about one-fifteenth of total of-
fices were branches,

As these increases in the proportion of branch banking to total
banking took place over the period, there were important chenges in the
location and size of branch systems. Operation of branches by banks in
snaller places increased, branches were extended outside the city of
the head office to rural areas more rapidly than within the city, and
the number of branch operating banks in the smaller places increased

at a faster rate than those in the larger centers,

1/ Federal Reserve Bulletin, December 1924, pp, 925-0u0,
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Branch operating bvanks in towns of less than 2,500 population increased
g4 percent and the number of branches in towns of this size increased 63
percente On the other hand, branch operating banks in towns of 100,000
population and over were 10 percent less than in 1924, and the number

of branches in these towns increased only 2% percent for the period, a
smaller increase than that for any other group of towns.

The number of branches outside the city of the head office practically
doubled between 1924 and 1975, indicating that the area over which branches
are being operated is increasing and is wider now than twelve years ago.

It also indicates that the establishment of branches outside the city of
the head office in smaller places is growiag and that rural areas are
being provided to an increasing extent with barking facilities in this way.

In 1924 barks in 29 States and the District of Columbia were opsrat-
ing branches and in 1935 the number of branches in 20 of these States and
the District of Columbia was larger than in 1924, In & States the number
of branches declined between 1924 and 1975 aand in one 1t remained the
sames In 11 additional States banks established branches between 1924
and 1935 and at the end of 1935 branches were being operated in 39 States
and the District of Columbia. States in which the largest increases {more
than 30) in the number of branches or additional offices occurred were
California (255), New York (247), Iowa (125), Wisccnsin (96), New Jersey
(93), Oregon (41), Indiana (29), Weshington (37), and Massachusetts (36).
States in which there were the largest declines in number of branches
(5 or more) were Michigan (191), Louisiena (42), Ohio (34), Georgia (29),

Delaware (5), Mianssota (5), and Tennessee (5)
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Tabtle 21 -~ Changes

in Branch

Banling in the
botwoon 1224 and 1935

Tnited States

Juno Dccanber Incroase (4)
oly
192% 1/ 1935 Decreasce (=)
Extent of Branch Bonking (percent)
Tatnl benking offices 30,701 18,066 - .2
Tntn1l branches 2,233 3,114 + 39,5
Gebio of Sroaches tototal
banking offic.s 7.3 17.2 + 135.5
Location and Sige of Branch Systons
ks operating branches with
nend office in towms and
cities-
Tnder 2,500 134 2u7 + &4.3
2,500-24, 999 157 187 + 20.6
25, 000-99, 999 108 115 + 6.5
120,000 and over 28 255 - 10.2
Total 651 803 + 18.1
R ’CLC“ in tovms and citics
»der 2,500 U6 811 + 63.5
0,300~2M,,, 205 U850 + 104 .4
°5,000~99,539 172 230 + 29.2
00,000 and over 1,307 1,613 + 234
Total 2,206 7,114 + 1.2
T ar of braaches .
In head office eity 1,467 1,617 + 10.
Outside 770 1,497 + ol b
Total 2,233 3,11k + 39.5
Nunber of banks opernting
1-7% branclics 559 661 + 18.2
L nr nore branchos 122 143 + 17.2
Total 681 gol + 12.1

1/ The 1624 figures are those puclished in the Decomber 1924 F. R. Bullctin

visod figures for which details are not available,
2/ No repert on 27 branches,
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Trble 22 - Thanges in the MNumber of Branches or Additional
Offices, by States between 1924 and 1935

June December

19241/ 1935

Increase (+) or
Decresse (=)

States with banks operating branches (narber)
or additional offices in l92u
Alabama 19 22 + 3
Arizona 20 21 + 1
Arkansas 3 6 + 3
California 538 794 +256
Telaare 18 iz - b
District of Columbia 19 30 + 11
Florida 1 - - 1
Georgila 53 ol -~ 29
Indiana g b7 + 39
Kentucky 12 30 + 18
Louisiana 23 51 - 42
Yaine L7 58 + 11
Massachusetts 74 110 + 36
Maryland 72 76 + 4
Fichigan 3%2 141 -151
Minnesota 11 6 - 5
Mississippl 2 uo + 15
Nabraska 2 2 -
¥ew Jersey 21 114 + 23
New York 359 606 +ol7
¥Forth Carolina 6 %9 + 25
Ohio 20 1609 - ﬁ
Oregon Lo +
Pennsylvania &2 91 + 9
Riiode Island 16 38 + 19
South Carelina 20 1 + 1
Tennessee 23 g - 5
Virginia 5 an + 19
Tashington 7 bk + 3%
Tisconszin 9 10K + 9

States without banks operating branches
or additional offices in 192U with ecuch
hanks in 1935
Connecticut 9 + g
Idaho 26 + 26
Towa 125 +125
Hevada 7 + 7
New Hampshire 1 + 1
Few Mexico ? + ?
Yorth Dakota +
South Dakota 15 + 15
Utah 10 + 10
Vermont 12 + 12
West Virginia 2 + 2

Total All States 2,233 3,114 +821

Mimber of States with
banks operating branches or
additional offices 2/ 3 2w + 10

;= S,

}J7The 1924 figures are those published in the December 1924 #. §. Dulletin
page 924, and do not agree with those shown in Tables 4 and § which
are revised figures for which details are not available,

2/ Includes District of Columbia,
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CHAPTER ¥

EXPERIENCE WITH BANKS OPERATING BRANCHES

Experience with branch banking on an important scale in the United
States covers only the 16 years since 1920, one of the most difficult
periods in American bankling hlstory, Wide-spread bank failures occurred
throughout the period and finally in 1933 the entire banking structure
collapseds The results of the operations of branches in the United
States from 1921 to 1936 on the basis of the record of suspensions of

banks with branches and such other information as is available are

analyzed in the fellowing paragraphs.

Suspensions of Banks Qperating Branches, 1921-1936

A total of 383 banks which were operating branches suspended from
1921 through 193M involving 1,287 branches. There were no suspensions
of branch systems in 1935 or in 1936, Most of the suspensions for the
period as a whole occurred after 1930, From 1921 through 1929 only 45
banks with 36 branches suspended as compared with 338 banks with 1,201
branches from 1930 to 1934, Moreover, the banks that suspended after
1930 were larger than those prior to that time, The average number of
branches per suspended bank in 1930~1934 was approximately four as com-
pared with less than two in 1921-1929, Loans and investments of such
banks in 1930~1934 averaged $9,100,000 and $1,3%00,000 in 1921-1929.

Table 23 shows suspensions by years from 1921 to 1936.

- 84 .
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The table also shows that total loans and investments of all banks
operating branches which suspended in 1921-1936 were $3,151,000,000 and
that the deposits of these banks were $2,691,000,000, This excess of
loans and investments over deposits is typical among suspending bois

since there is often a decrease in deposits before closinge.
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mable 2% - Suspensions of Banks with Branches, 1/ 1921-1936

} Number of branches ]
Yumber |percent In Qutside head office city Percent | Loans and Percent |Deposits|Fercent
Year { of of head |In head| In con-|In n0n~con4 Total of investments of (000 of
suspen—! total | officei office| tiguous| tiguous total [(000C omitted)| total |omitted)| total
sions [ city j county jcounties | counties '
1921 6 1.6 3 3 - - 6 .5 $33,911 1.1 $36,299 1.3
1922 2 5 - 1 - 1 2 2 1,921 .0 1,403 .1
1923 Yy 1.1 - 5 1 - 6 5 2,629 .1 1,979 .1
192k L 1.1 - it 1 - 5 U 1,867 .0 1,401 .1
192~ 2 .5 1 1 - - 2 .2 2,652 .1 2,418 .1
1926 11 2.9 - 10 3 20 33 2.0 11,724 o 9,870 A
1927 3 .8 - 5 1 - 7 5 2,226 .1 3,001 .1
1928 3 .8 - 7 - - 7 5 2,843 .1 2,795 .1
1929 10 2.6 7 7 Y - 18 1.4 23,21 .7 20,105 .
1930 4o 104 109 27 10 1 147 i1k Lzl o7 13.8 359,603 134
1931 g4 ol .5 160 51 22 2 ou1 18.7 538, G 17.1 b6 552 17.0
1932 28 7.3 18 20 9 L3 96 7.0 99,873 3.2 73,332 2.7
1933 2/ 171 L6 490 120 53 hg 711 55.2 1,976,371 62.7 1,700,420 63.1
1934 5 1.3 g 3 1 - 12 .9 18,268 .5 1,701 .8
1935 Yone
1976 None
Total 383  100.0 sc2 265 105 115 1,287 100.0 2,150,519 100.0 2,991,059 100.0
— i ul

l/iyutual savings and private banks not included in this tabulation., Mutual savings banks thus excluded that
failed in 1921-1535 numbered 3 and had 3 branches. One of these banks suspended in 1928, one in 1932 and
one in 1933; private banks numbered 2 and had 4 branches. One of these banks suspended in 1921 and the
otner in 1930,

2/ Includes 13 banks with loans and investments of $75,966,000 and deposits of $52,6ﬂ6,000 which suspended
between January 1, 1933 and March 15, 1933%; 13 licensed banks with loans and investments of $57,002,000
and deposits of $49,U58,000 which suspended between March 16, 1933 and December 31, 1933; 98 banks with
loans and investments of $1,663,022,000 and Zeposits of $1,453%,287,000 not licensed following the holi-
day and subsequently placed ir liguidation or receivership; and 47 banks with loans and investments of
$180,3281,000 and Zeposits of $145,029,0C0 not licensed by June 30, 1933 but licensed at one time or
another after that date. By the end of June 1933 it is believed that sunervisory authorities had co-
nleted thelr examination of the banks not ~ranted licenses i-rmediately followinz the bankinz holiday and
had authorized such banks to recpen as could then qua'ify for licenses.
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State and National Bankse -~ Of the 387 banks operating branches

which suspended between 1921 and 1936, as shown in Table 24, 332 were
State banks and 51 were national banks., ¥No national bank operating
branches suspended prior to 1930, Loans and investments of the Stats
banks operating branches which suspended amounted to $2,190,000,000
and those of national banks amounted to $961,000,000, Most of the
suspensions of national banks operating branches are recorded for 1933

and represent banks which failed to open following the banking holiday.
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Table 24 - Suspensions of State and National Banks

with Branches, 1/ 1921—1936

Number of branches
Number In Qutside head office city! L.oans and .
Year |of sus- head |In head|In €On-| In non-|investments Deposits
pensiond Total |office |office |b1£uous cantiewns| (000 omitted) |(0% omitted)
city |county [COuntie§counties
State banks
1921 6 6 3 3 - - $33,911 $36,299
1922 2 2 - 1 - 1 1,921 1,463
192 l‘l' 6 - 5 1 - 23629 13979
192 L 5 - L 1 - 1,867 1,401
1925 2 2 1 1 - - 2,652 2,18
1926 11 33 - 10 3 20 11,724 9,870
1927 3 7 - 6 1 - 2,226 3,061
1928 3 7 - 7 - - 2,843 2,795
1929 10 18 7 7 Y - 23,213 20,10
1930 38 1y 107 27 10 1 333.u07 09,25
1931 85 218 144 50 22 ua 3,26u %8,220
1932 26 g 1 20 g, 461
193 2/ 13? uug 23% 117 58 uﬁ 918,02% 817,971
13%3 5 12 g 3 1 - 18,268 21, 701
1935 - - - - - - - -
1936 = - = = = - = =
Total 332 990 516 261 102 111, 2,189,949 1,849, 709
National banks

1921~

1529 None )
1930 2 2 2 - - - 50,667 50,409
1931 9 23 22 1 - - 55,3%3 47,972
1932 2 5 5 - - ~ 21,220 9,371
1933 2/ 38 o7 257 3 3 4 833,300 733,093
193 - - - - - - - -
1935 - - ~ - - - - -
1936 - - - - - - - -
Total 51 297 286 Y 3 4 960,570 841, 350
Total~-

State

nat ione

al 383 1,237 802 265 105 115 3,150,519 2,691,059

1/ see footnote 1/ Table 23,
2/ See footnote 2/ Table 23
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Locatien of Branches. — Of the total of 1,287 branches operated by

the suspended banks, 802 or 62 percent of the total were head office
city branchees, One-~fifth of the total tranches vore outside the city
of the head msffice in the head office county, and over one-sixth of
them wpe in contizuous and non-contiguous counties. Table 25 presents
these figures in detail.

Table 25 « Branch Offices of Banks, Suspended 1921-1936, and of

All Banks Operating Branches, December 31, 1935,
by Location

Branch~operating All branch-operat-
) banks suspended ing banks

Location 192121936 December 31, 1935

Number Percent | yumber Percent

of total of total
Head office city 802 62.3 1,617 51,9

Qutside head office city

Head office county 265 20.6 617 19.8
Contiguous counties 105 8.2 348 11.2
Non-contiguous counties 115 8.9 R32 17.1
Total 1,287 100.0 3,114 100.0

Table 26 presents a distribution of branch offices of suspended
banks by the size of city or town in which such branch offices were lo-
cated. Of the total of 1,287 branches of suspended banks during 1921~
1936, 760 were located in towns of 50,000 population or more, and 750
of these branches were head office branches. The disproportionately
large share of head office city branches of suspended tanks in large
toms, as thus indicated, reflects the suspension of several very large

mctropoliten banks.
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Teble 26 - Branch Offices of Banks, Suspended 1921-1936,
by the Size of Town in Which the Branches
Were Operated 1/

Number of branch offices

Size of town Head Qutside head office city
or city Total office Head Con~ Non-con-
: - office tiguous tiguous
(Population 1930) ‘ city | county | counties‘ counties
Under 1,000 260 - 176 L2 Lp
1,000 ~ 2,499 110 1 L9 36 2l
2,500 - 9,999 g5 7 20 P! 28
10,000 - 49,999 72 i g 2 18
50,000 and over 160 150 _6 1 3
Total 1,287 802 265 105 115

l/ Avpendix IV gives the statistics in detail on which this table is
based.

By Number of Localities. — Most of the suspended branch-operating

banks had branches in only one city or couniy, as shown in Table 27.
0f the 383 suspended banks 300 operated branches in only one city and
345 had branches in only one county. Of the 1,287 branches operated
by the suspended banks, 854 were attached to banks operating branches
in only one city and 1,009 were attached to banks operating branches

in only one county.
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Table 27 - Branch-operating Banks, Suspended 1921—19}6, by
Number of Towns or Clties and Counties in Which
Branches Were Operated at Date of Suspension 1/

Number of towns Number of banks Branches operated
or cities All Suspended All Suspended
Dec. 31, 1935[1921-1936 |Dec. 31, 193511921-1936
1 6oL 300 1,443 g5l
2-5 167 70 632 ak2
6 and over 33 13 1,039 191
Total gol 383 3,114 1,287
Number of
counties
1 704 345 1,895 1,009
2 -5 79 32 371 151
© and over 21 _b glg 127
Total gol 383 3,11k 1,287

l/ Appendix IV gives the statistics in detail on which this table is
based,

Size of Suspended Banks Operating Branches. - Branch-operating

banks which suspended 1921~19%6 averaged about the same size as all
branch~operating banks on December 31, 1935, except for the banks with
more than $50,000,000 of loans and investments, as the figures in
Table 28 indicate. - The average amount of loans and investments of

all branch-operating banks with less than $50,000,QOO of loans end in-~
vestments on that date was $5,900,000, whereas the average amount

for the same group of suspended banks was $5,200,000,
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Table 28 -~ Banks Operating Branches, Active December 31, 1935,
and Suspended 1921-1936, by Size of Loans
and Investments 1
(Dollar amounts in thousands)

. Active Dec. 31, 1935 Suspended 1921-1976

%l?e of loans Number Loans and Wunber Loans and

ané investmerts } investments investments
Under 3250 gl $ 14,605 32 $ k026
250 - 999 238 127,713 109 o4, 059
1,000 - 9,999 28l 1,175,156 172 670,218
10,600 - 49,999 137 3,071,174 62 1,218,621
50,000 and over b 1k,185,086 g 1,192,995
Total gol 18,573,754 %83 3,150,519

. — -

l/ Appendix IV gives statistics in detail on which this table is based.

Individual Branch-Opcrating Bank Suspensiong

In Table 29 the 21 banks operating more than 10 branches each which
have suspended since 1921 are listeds The Georgia State Bank was the
only one with more than 10 branches that suspended prior to 1930, and
it was a part of the Witham-Manly chain which operated banls in both
Georgia and Floridas Two banks withh more than 10 branches each failecd
in 1930, 4 in 1931, 1 in 1932, and thc remainder were benks suspending
in the year 1933, Of the total of 561 branches operated by these banks,
Lok, or 72 pcreent, woere head office city tranches, These banks held
$1,418,000,000 of the total of $3,15C,000,000 of loans and investments

of all branch~operating banks that suspendeds
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Table 2§ -~ Suspensions of Banks With More Than Ten Branches Each, 1921-1936

. —— U P S, —— —

Number of branches

In Cutside head office city Amount of | Amount

' Year of | 1 .04 |In heaq|.Outside head office county |mgtal '1oani an% R Of't
Name and location of bank SUS= Ioffice | office|In contiguous [Non-contiguous inyestments Gposiis

pensioni city | county| counties counties (000 omitted)
Georgia State Bank, Atlanta 1926 2 18 20 $ 3,9¢0 $ 3,h460
Bank of United States, NYC 1930 58 58 213,403 161,000
Bankers Trust Co.,Philadelphia 1930 19 19 47,932 4y hg7
Security Home Trust Co.,Toledo 1931 11 11 25,1&8 25,192
Commercial Savings Bank and Trust

Company, Toledo 1931 11 11 14,103 15,611
Ohio Savings Bk. & Tr.Co., Toledo 1931 16 16 Ll 261 3g,692
Central Trust Co.,Frederick, Md. 1931 6 5 11 15,440 13,400 8
Peoples State Bank, Charleston, 1932 2 5 37 yh 17,000 23,139

Scutn Car-lina . .

Tennessee Valley Bk.,Decatur, Ala. 1933 1 5 9 15 3,636 3,145
Canal Bank and Trust Co.,New Orleans 193%3 20 20 60,720 58,012
Augusta Trust Co., Augusta, Maine 1933 Y 8 12 14,971 12,896
Baltimore Trust Co., Baltimore, Md. 1933 17 17 57,832 30, 642
Union TPrust Co.of Maryland,Baltimore 1933 16 2 18 4g,1ks U5, 255
Eastern Shore Tr. Co.,Canbridge, Md. 1933 5 4 11 20 13,394 12,528
First National Bank, Detroit, Mich. 1933 147 147 379,788 373,360
guardian National Blk.of Commerce,

Detroit, ¥ichigan 1933 39 39 109,856 108,103
Grand Rapids Savings Bank, Grand

Rapids, Michigan 1933 16 16 13,949 10,475
Page Trust Co., Aberdeen, N. C. 1933 1 7 5 13 3,509 3,676
North Carolina Bank and Trust Co.,

Greensboro, N. C. 1933 1 1 1 12 15 19,406 19,338
Guardian Trust Co., Cleveland, Ohio 1933 14 L 18 122,038 109,752
Union Trust Co., Cleveland, Ohio 1933 17 L 21 189,563 194,906

Total - 21 banks Lok 26 39 g2 561 1,418,087 1,307,079
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The Bank of the United States. of New York City,which was the largest
bank that had ever failed in this country up to the banking heoliday, had
58 branches all located in one city. After the suspension of this bank
several of itg principal officials were convicted of illegal acts.

The Bankers Trust Company of Philadelphia, all the branches of which
were in one city, was closed by action of the directors after a long period
of declining deposits, It had previously been developed in the late 1920's
mainly by consolidating or merging with several banks in different sections
of the city.

Suspension of the three banks in Teledo in 1931 accompanied a local
crisis, in which four leading banks closed in one day, another having closed
two months earlier., One of the five banks had no branches, and all the
branches of tihe others were witihin the city of Toledo,

All of the foregoing six branch-operating banks that suspended in 1930
and 1931 were city banks the branches of which were confined to the city
in every case, The Central Trust Company of Maryland, however, was more
distinctively a branch organization. Irederick, wiacre its main office was
situated, is a town of about 15,000 people, and the bank, which had loans
and investments of more than $16,500,000 at the end of 1930, or 45 percent
of the loans and invecstments of all the banks in town, appcars to have owed
a substantial part of its business to its branches, which were situated in
eleven other towns. The bank was not a member of the Federal Reserve Sys-
tem. According to the State Commissioner of laryland, its difficulties
arose mainly from "various large commitments accurmlated in rcal cstate
holdingseesesca majority of which werc locatzd outside tihe State, and of

course, the conditions existing nationally at that time contributed in no
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small degree to the shrinkage in the asset value of this class of cmmniﬁnentJ’l/

Of all the banks with branches that failed prior to 1933 the Peoples
State Bank of South Carolina was most distinctively a branch organization,
It had a total of 45 officos, including its head office, in L2 different
cities, towns, and villages situated throughout the Statee. Its business
was derived to a large extent from its branches and externally it would
appear to have been one of the chief exemplars in structure of State-wide
branch banking in this country outside of California., It was not a member
of the Federal Rescrve System and its branch organization had been developed
almost entirely after the passage of the McFadden Act in 1927. The bank's
failure, according to reports, "was caused by poor jrdgment, poor manage-
ment, and an excess of ambitione. Tic branches contriduted to thé failure,
of course, but if the institution had possessed good ability and good judg-
ment it would not have failed just because it had a string of branches." 2/
Before converting to a State charter and beginning its carcer as a branch
organization it had already been "continuously subject to criticism from
national ezaminersee...o The part which the branches played in the failure
was playcd not because they were branches but because of the manner in which
they were establisheds 4 large proportion of the branches were formed by tak-
ing over unit banks which were practically 'busted! when they wore taken overs
Thesc operations filled the group with highly unligquid, and in many cases,
worthless assets, and when public confidence began to weaken in South Carolina,
the Peoples State Bank had absolutely no margin of safetyeses The whole thing
was recklessly and inexpertly dore, and therein lies the real causce of the

failure." 2/

1/ Twenty-second Annual Report of the Bank Coumission of the State of Marylangd,
February 1, 1932, pe 7o
2/ Comments transmitted by the Agent of the Fedoral Reserve Bank of Richmond.
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A1l of the other banks with more than 10 branches each which suspended
were those that suspended in the year 1933, The 6 1ar;:6st of these banks
jncluded 2 each in Detroit and Cleveland and 1 each in New Orlenns and
Baltinore,

The First National Bank-Detroilt was not only the largest suspension in
our banking history but also had the largest branch systen involved in a
suspension. The managenent of this bank was identical with the manogenent
of the Detroit Bankers Company, a large group organization, and nany practices
of this holding company were respensible in large neasure for the difficulties
of the bank, Dividends were naintained long after substantial losses had been
guffered in order t¢ maintain dividends on the group company stock, In addi-
tion, this bank made nany leans on the collateral of the holding conmpany and
condueted inmproper operations in the naintenance of the market prices of the
stock, The proportion of real estate investnent by the bank was excessive
and large loans were nade to officers, directors, and their interests. 1/

The history of the Guardian National Bank of Commerce of Detroit was
very sinilar to that of the First NVational Bank~Detroit. Its holding company
organization, however, had expanded teyond the Detroit area and inclulded banks
throughout southern Michigan., 2/

The two large Cleveland banks, the Guardian Trust Company and the Union
Trust Company, operating together 39 branches in the greater Cleveland area,
had been linked with a large number of nonbanking affiliates and were engaged
in a number of lines of business quite foreign to banking, nany of them in-
volving real estate promotion, The Guardian Trust Company conducted extensive
real estate operations and supported the enterpriscs of several of its officers
and directors, 1/ The Union Trust Company was heavily involved in the enter-

prises of the Van Sweringens., 4/

1/ U. S. Congress, 72nd (S.Res, 84) and 73rd (S.Res. 56 & 97) Revort of the Comne
nittee on Banking and Currency of the Senatc on Stock Exchange Practices, pe 23

2/Ibid., p. 232. 3/ Ibid., p. 295, Y4/ Ibid., p. 318
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The Baltimore Trust Company, according to examination reports, was con-
ducted in an unsafe manner, making improvident loans to local enterprises and
individuals, several of which resulted in heavy losseses In addition, the Com-
pany engaged in security operations through affiliates and made commitments
which were not consistent with good gommercial banking practices Owners of
a security issue successfully prosecuted a claim against the Trust Company
for an improper discharge of trust and this not only caused a loss but re-
sulted in reduced confidence and considerable withdrawal of outside money.
Although the bank survived some time after this incident, its losses were
so substantial that it could not be rcorganized for license following the
banking holiday,

The Canal Bank and Trust of New Orlecans incurred heavy losses through
uwise loan policies, poor collection methods, and poor investment prac-
tices, and its weak condition was recognized very early in the depression.
The bankz was reorganized, new capital was subscribed, and new officers were
jnstalled in an effort to "clean wp"' the bank, The bank's earning power,
however, was reduced because of the losses and it was oo woak to open fol-
lowing the holidaye

Analysis of the suspensions of branch banks in this cowntry suggests
that such suspensions were caused by many of the same factors that charac-~
terized unit ban’zinge, 3Branch banl@ing may have contributed to failure in
sone ingtances in which ambitious promoters to achiove bigness acquired
banks at excessively high prices and converted them into branchese In a
great many cases the branches werc undoubtedly purchased during the infla-

tion of the 1920's and on tie basis of the immediately past earning record,

NOTE: During the years when the banks with large numbers of branches, os-
pecially head office city branches, referred to in the above paragraphs,
were falling, numerous failures also occurred among neighborhood banks in
localities of all sizese Difficulties in Chicago and elsewiiere, where no
branch banlzing existed, werc notable,
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Such casas were largely a fault of the individuals who wanted to expand

rapidly rather than the fault of the type of the systems

Experience with Branch Bonting in Canada and England

The Caunadian and Eagzliish branch bankiding systems withstood the post-war
internstional financial develomments and the problems of tie recent depros-
sion alnogt without l.sg to depositors. The only failure in olther oysiem
wos the Home Zaniz of Canada which failed in 1923, Y The strengtll, hwowever,
of barding in BEngland and Conada is not wholly due to the branch structures
of these cowntriese Smalleor doperture from classical commercial bankzing
and the greater traditions of banising conscrvatism, professionalism, and
integrity are undoubtedly facitors, Barks in these countries have had the
opportunity for a wide diversification of assets since tarcusgh branch op-
cration tacy scrve many arecas covering o variety o econoric activiiicse
In addition, the flexibility of thesc systoms, particularly in adjusting
to receding and wmprofitabdle territories, hus avoiZed the scourge of fail-
ure in such areas, as expericanced in the United Statcse

Another cxperience of tae Conadian barliting system that is significant
in corparigon with that in the United Staites has beon the greator stability
of Conadian bank carnings over tae past 10 yearse Table 31 shows that the
sarnings of thc Conadian barwts on elther loans and investuents or capital

funds have moved within a mueh narrower rmorgin thon ia this counirve Tre

aind i return por 3100 of loars end investments between 1925 and 1934 wasg

l/ It has boen varionsly clained that suspensions underrate the truec losses
in the Canadian systom since many barnics Enown to bo weak have beon ab-
sorted by the stronger banks to avoid the consecquences of a failure,

tockholders may hove lost thereby, bt the fact remains that the in-
terests of depositors have tesn safeguarded—-gomotiiing that heretofore
wags not done effectively for depositors in thoe Unitoed Statces.

-3
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$0.91 and the maximum return was $1.09, whereas in 4 States (Illinois,
Minnesota, North Dakota, and Montana) not permitting branch banking, and
with areas and banking resources similar to those in Canada, the range
of fluctuation was from a loss of $4,28 to $1,67 of profits. Similar
fluctuations arc apparent in the ratio of net profits to capital funds,
The apparently larg: return on capital funds throughout the greater part
of the period for Canadian banks is due to the proportionately smaller
proprietary eguities of these bankse It is reported, however, that the
retention of hidden reserves is greater in Canadian banks than in non-
metropolitan banks in the United States., This does not cxplain, how-
ever, the wide differences in the fluctuations of the rates of return
in the two countrics.

Tabls 3% - Net Profits Per $100 of Loans and Investrents and of

Capital and Surplus for All Canadian Banks and for National
Banlzs in Selected Statcs 1/ which Prohibited Branch Banlzing

1925-1934
Net profits per $100 of ilct profits per $100 of

Year logans and investuents capital and surplus

Selected Canada SGIOCth. Canada

Statcs States
1925 $ 1l.12 $ 0.91 $ 7.76 $ 8.11
1926 1.13 .96 7.68 8.73
1927 1.01 .92 7.03 8495
1928 1.26 .93 9.21 9452
1929 1.67 1.07 11.65 9.41
1930 «89 1.09 6.02 8.72
1931 -.08 1.00 -.51 7.69
1932 -1.75 et -10.79 6486
1933 -4 428 .82 -26.0% 6.65
1934 -7 .8l -2.95 0.6

1/ Illinois, linnesota, North Davota,and Montana.
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CHAPTER VI

EVALUATION CF BRANCH BAVEING AS A
TYPE OF BAVKING STRUCTURE

Upr to this point developments with reference %o branch banking
have beern discussed without attempting to evaluate it as a tyne of
banking structure. The task remains now to analyze its abstract ad-
vantages and disadvantages for the economy of the United States in
the light of the responsibilities of the banking system as discussed
in Chapter I.

The type of banking structure that will render most satisfacto-
rily the banking services required in a modern economy with a highly
developed credit system depends to a great extent upon the nature
and structure of the economic organization of the community. It is
important, therefore, in attempting to evaluate branch banking as a
type of banking structure for the United States to bear in mind some
of the important characteristics and features of the country's eco-
nomic organization at the present time and the general background
of their evolution and development over the past century.

A Century of Banking and Economic Evolution. — 4 hundred years

ago when developménts in industry and commerce were turning in

the same direction in the TUnited States and in England and the

use of bank credit in both countries as a medium of circulation
was increasing, 1t is significant that the structursl organization
of banking in the two countries was beginning to shape itself

according to basically different patterns. As the century ad~

- 100 ~
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vanced the economy of each of these countrics became increasingly in-
dustrial. Population increascd rapnidly, particularly in the United
States, and the proportion that wrs rural steadily declined. OQOrgani-
zation of industry changed from individual and family wndertakings op-
arating on a small scale to large scale companicg——~corporate units in
the United States and joint stock enterprises in England--operating in
nation-wide and international markets. Developmenis in transportntion
and communication brought the different regions of each country closer
together and stimulated larger intercourse betwsen them., As these
transitions took place, and as procuction, distribution, and consump-
tion expanded, bank devosits gradually surpassed metallic and paper
currencies as the most imvortant circulating medium in each of the
two countries.

In England the banking develorment was similar to that which
took place in industry. From many small units widely scattered
throughout the country in the 1820's the banking structure was trans—
formed by 1920 into a highly orgnnized system of a few joint stock
banks operating on a nation-wide breis through widely distributed
branches. In the United States devcelopments in the structure of
banking over the century were opoosite to those in England. Inde-
rendent banking units were preserved on a local basis and corres-—
pondent banking evolved as a mochanism to handle banking services
over wider arcas. Experiments with nation-wide branches terminated
with the second Bank of the United States in 1836, and those with

State—wide branches were genernlly abandoned by 1863%. It is of
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particular interest to notc in this connection that independent bank-
ing started in the 183%30's as the second Bank of the United States
with its widespread branches liguidated, and developed most rapidly
in the regions that were beginning to exverience the same type of
industrial evolution that was taking place in England. By 1860 the
principle of independent banking had been generally adopted in the
Northern and BEastern Statecs, and in 1863 it was incorporatcd in the
National Bank Act and thereby became a fundamental feature in the
development of American banking for the following thres-quarters of
a century.

To summarize, the two countries were starting on similar indus-~
trial carcers as the century opencd, using the same form of media
of exchange but with banking structures that were to develop on
fundamentally different principles. Independent unit banking on
a local basis was declining in England and branch banking was be-
ginning a development that was to continue for a hundred years In
the United States nation-wide branch banking ended in the 183%0's and
State-wide branches were discontinued in the 1860's. Indewnendent
banking started a carcer in the 183%0's that was to recach its zenith
in the 1920's. The hundred years following the 1820's witnecssed in
England the development of an integrated branch banking structure
operating on a nation-wide basis through widely extended branches.
In the United States the same period saw the deovclopment of an
independent banking structure with each bank operating on a local
basis.

It is the opinion of some authorities that the compactness of

the English banking structure contributed in largc measure to its
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success in moeting the difficultics of the post-war period without
failures. Crick and Vadsworth in their recont history of the de-
velopment of Jjoint stock banking say: 1/

",...It is safc to say that, but for the process of
structural consolidation, English banking couwld ncver
have survived unmutilated the stress of the post~war
period. Consider, for examplec, the conscquences that
might have followed during that time from the exist-
cnce of numerous smnll locnl benks concerned dispro-
porticnately with the activities of singlc industries
~—the Brandford bank absorbed in wool; the 0ldham bank
in cotton; the Shefficld bank in stecl; the Lincoln
bank in ngriculture; the London banks in the financ-
ing of intcrnational trade and investment. In the
modern country-wide bank it is possible deliberately
to secck 2 duc sprcad and balance of risks...."

In describing the situation in England before structural unifi-
cation began, following the "Act for the better regulation of Co-
partnerships of certain Bankers in Englend" in May 1826, the same
authors comment on the position of the indepcndent banks as follows:g

", . ..The country banker, generally speaking, was for o
number of reasons a constant source of wenkness in o
flimsy, ill-balanced banking structurc. Too often tho
capital employed in banking firms was dangorously small
vewe The mixing of banking with other trades, morcover,
involved divided intcrest and unsound methods,.... More-
over, in the allocation of the country bmker's asscts
there was 1ittle or no possibility of sprending risks,
and the fortune of many & country bank was bound up in
the success or failure of one or two large firms.
'Runs! upon banks werc common occurrences,.... At the
bost of times failures wore distressingly numerous,

and in periods of strain the country banks collapsed
in such numbers as to entail grave disorder and to
undermine confidence over and over again.™

Thus, in view of developments in the United States in the 19201's

and the early 1930!'s, it appears that structural problems in banking

are similar in many rcspects to those in England in the 1820-3C'sg

1/ W. F. Crick and J. E. Wndsworth, A Hundred Years of Joint Stock
Banking, 1936, ﬁ 345,
2/ Ibid., pp. 13-14.
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when consolidations and unification contrivuted to the development
of joint stocik banks and the extension of branches. It is the pur-
pose of the remainder of this chapter to analyze the advantages and
disadvantages that are claimed for branch banking as a type of bank-
ing structure to mcct the requirements of agriculturc, commerce, and

industry under present conditions.

Advantages Claimed for Branch Banking

Although branch banking in the United States thus far has had
a very limited development, experience abroad has caused some com~
mentators to sec in it certain definite advantages as a form of bank-
ing structures Such a structure is said to have the following com-
parative advantages to the bankzing public: greater safety and in-
creased mobility of funds; more uniform and lower mongy rates; more
efficient banking services, including greatcr availability of bank
credit to borrowers and to local corrmunitiecs; and more flexible banic-
ing facilities, Branch operating barnks are said to have greater op-
portunities for diversification of loans and deposits; possibilities
for better bank management; and economies in operation.

In addition, it is claimed that branch banking offers improved
arrangericnts for adnministering nonetary and credit policies as well
as protection against development of chain and group banlting organi-
zationse.

Safety and Mobility of Fundse. -~ Greater diversification of risks

increases the safety of funds. Such diversification is rmch easior
for branch systems operating over wider areas than for local unit

bankse Illustrations of greater safety to dcpositors are found in
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England and Canada, vhere branch banking has develoved extensively. Al-
though these countries have had a few bank failures over the past thirty-
five years, losses to depositors nnve been irnfinitesimal ns comoared with
losses in the United States.

It has been pointed out by Cartinhour 1/ that the ability of the
Canadian banking system to transfer funds is one of its distinctive
features that has meant much to the development of the western grain
provinces. In tho United States funds are shifted about but

" ...in a relatively crude fashion when comoarcd with the

ase in the mobility of funds in Canada. Interior banks
borrow from thelr corresponicents in the Esst or in large
centers or from the Foderal rescrve banks to meet seasonnl
and on occasion cyclic nccdsg. 3ut the Yorrowing unit banks
cannot be financed continuously to mcot the constantly grov-
ing needs of a developing community, as may the branches of
banks in Tostorn Canada whose loans may for o long period
exceed deposits." 2/

Hore Uniform and Lover Moncy Rates. —~ As a result of the increasced

mobility of funds between ecconomic nrcas under branch banking, mors
wniform and lower money ratos arc facilitated. Sykes points out in
his study of the amalgamation movement in English banking 1825-1924 3/
that:

o0 With the 1ﬂCTLWSu in the number of branches belong-
ing to onc bank (narticularly sincc the 90’s of tho lost
century), nnd the growth of associntions of bankers, rates
and charges have tendoed to becorme more uniform and to be
reduced. This tendency has now crystallized into offec-
tive practice by tho dovelopmont of competition.”

1/ Gaines T. Cnrtinnour, Branch, Group, and Chain Banking, v. 309.

2/ Ivid. Sco nlso H. P. ¥illis ond B. H. Bockhart, Forcign Banking
Systems, Dpo. U12-13%.

3/ Joscph Sykes, The Amalgamation Movement in Znslish
1924, rp. 149 nnd 106. Scz also Cartinhour, op. c
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Scottish banks through their branches are also reported to main-
tain uniform rates throughout the country Tor both deposits and loans.
On the basis of information reported to the Banking and Currency Com-
mittee of the House of Representatives, it appears that branch bank-
ing has lowered the rates of interest in some leading agricultural
communities in California. 1/ It has been pointed out that in Canadas

. ,Rates in the territory west of the Great Lakes vary
from 7% to 9% and in the east from 5% to &%. Free money

in the Fast is shifted Vest because the banks are thus

able to secure higher rates. As a result, interest rates
in the East tend to increase while those in the West tend
to decline. In consequence, a more uniform rate prevails
throughout the Dominion than is found in the United States.
The easier it is to transfer funds, the more wniform will
be interest rates. Borrowers are continually secking lower
rates and competition in this way tends to reduce the cost
of borrowing. The final result seemg to be that branch bank-
ing lowers the rate for borrowing in Western Canada." 2/

"By virtue of the great mobility of capital under the
branch system, the large Canadian banks have for many years
been able to finance the immense seasonal money demands of
the Dominion involved in crop-secding, crop-harvesting,
lumbering and fishing, as well as security market opera-
tions without the fluctuation of rates for credit accommo-
dation that occur in some othor countries including our

own." 3/

It 1s possible that the lower rates charged by branch systems than
by unit banks in the same localitics may in some cnses be more apparent
than real. Unit banks may be willing to enter fields involving higher
risks than their branch banking competitors.

Banking Services. - The availlability of bank credit to borrowers

is one of the important banking services that reccives considerabdle

1/ U. S. Congress, 71lst, 2nd Session, Hearings on H. Res. 141, pp. 1525-26.
2/ Cartiﬁhour, op. cit., pp. 312-13, See also Willis and Beckhart, op. cit.,
p. 374.
Cartinhour, ¢op. cit., p. 313. See also address by C. R. Howard, Canadian
Bank of Commerce, N. Y. Agency, American Banker, September 18, 1929, p. 1.
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attention when the merits of branch banking are under consideration. It

igs often claimed that bank loans are not available as liberally to local
borrowers under branch banking as under independent banking and that com-
munities served by branches are at a disadvantace. In commenting upon

this contention at the hearings on branch, chain, and group banking in
1930, the Comptroller of the Currency, Mr. J. ¥W. Pole, spoke as follows: 1/

"It is said that branch banking will lead to a restric-
tion upon local loans-~that the borrowers will suffer. To
this theory I do not subseribe. It is unreasonable to sup~
pose that banks will make substantial investments in branches
without any expectation of developing the business of the
branch. This cannot be done by draining the community of
its cash. It can be done only by rendering to that commun-
ity a scientificslly balanced banking service including the
meking of loans as well as the receiving of deposits.”

Another writer comments still further with reference to this point
and says: 2/

"....as no financial need would be too large to bhe suprlied,
extensive branch systems would be in a far better position
to finance the sound and legitimate growth of a community
than would be possible through the employment of local capi-
tal alone. 1In addition,....such banks would probably be in
a position to render a more adequate benking service at all
times because they would be capable of weathering a complcte
or vartial agricultural or industrial fallure in any given
section during one or more years.

"It may be alleged that funds would be withdrawm to
metropolitan centers from smaller communities. Thisg is im-
probable. In Canada complaint has been made by city bor-
rowers that head offices located in the same cities have
been disposed to shift their funds into country districts,
in order to receive the slightly higher interest rates
obtainable in these regions. This condition has prevailed

1/ U. S. Congress, 7lst, 2nd Session, Hearines, H. Res. 141, v. 21.
2/ Cartinhour, op. cit., pp. 315-316.
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in Canada for some time, and in itself constitutes a rebut-
tal of the assertion that the independent banking system
tends to keep funds in smaller communities, while branch
banking has the reverse effect.

"Mr. S. H. Logan, General Manager of the Canadian
Bank of Commerce, expressed the opinion that, 'Any sug-—
cestion that the Canadian banking system involves a con-
centration of loans in larger centers to the detriment
of smaller communities, is as far from the mark as can
possibly be. The larger centers are of course served and
well servsd, but the very essence of successful banking in
fanada is the more widely served entire community--agri-
cultural, commercial, industrial, and financial--the bet-
ter for banks and the growth of their busindss. Concentra-
tion would mean stagnation to the banks of Canada as well
as to the commmities which they serve.!!

Bxnerience with branch banking in California shows that parent banks
frequently have placed more funds at the disposal of local communities
served by branches than they have withdrawm from them. When discussing
this problem before the Banking and Currency Committee of the Senate in
1931, the Comptroller of the Currency said: 1/

"The history of it (drawing funds from small commun-

ities) as far as branch banking has baen carried in this

country, particularly in California, is that the parent

banks have thrown far more of their funds to the small

rural communities than they have ever drawn from them."

The Chairman of the Security-First National Bank of Los Angeles
which operates a large number of branches in the vicinity of los
Anzelaes is of the same opinion. 2/ He says:

"Our experience in the country 1s that we have
done more for the branches than they could have done
for themselves as individual banks. In other words,

city funds have gone to our country branches. A4nd
that has beon true for the last 10 ysars.!

;/ J. 7. Pole, U. S. Congress, 7lst, 3rd Session, Hearings, S. Res. 71,
January 1931, p. 9.

2/ Henry M. Robinson, U. S. Consress, 7lst, 3rd Scssion, Hearings, S.
Res. 71, February 1931, vp. 32U,
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Statistical information submitted by Mr. Baciralupl, Vice Chairman
of the Advisory Committee, Transamerica Corvoration, to the Banking and
Currency Committee of the House of Revresentatives, 1930, showed that
"in 100 branches of the Bank of Italy over 7Oper cent of the local de-~
posits are lent in the local community. In many of these instances more
than 100 per cent of the local devosits are lent in the neighborhood.! 1/

The results of a more recent analysis of the ratio of loans to de-
posits of all unit banks and of all branch banks in California given in
Table 32 show that the ratio of loans to deposits at the end of each of
the three years 1933, 1934, and 1935 was hizher for branch banks than
for unit banks, indicating that branch banks use a slightly larger per-
centage of their deposits for local loans than the unit banks. The dif-
ference, however, is not large enough to be significant, but it is evi-
dence that local communities receive loans as liberally, if not slightly
more liberally, under branch bankinz as under unit banking.

Table 32 ~ Ratio of Loans to Deposits of Unit Banks
and Branch Banks in California

Unit banks Branch banks
December 31
1933 61.5 65.3
1931 k.o 56.6
1935 o1 51.3

Table 1 of Appendix III gives the ratios for banks in each county

and shows that the ratios for the U4l counties where unit banks and branch

1/ U. S. Congress, 7lst, 2nd Session, Hearings on Branch, Chain, and Group
Banking, H. Res. 141, May 6, 1930, p. 1389.
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banks were both operating were higher for branch banks in 19 counties,
and smaller in 25 counties, than those for unit banks.

Procedures followed by banks with branches in handling loans are
often cited as evidence in support of the contention that local tor~
rowers are at a greater disadvantage under branch banking than under
independent banking. With reference to this point the experience in
Canada was commented on by the Royal Commission on Banking and Currency
in 193% as follows: 1/

"It was alleged that the boards of directors of the
Canadian barks, who decide the general policy of the several
banks, included too large a proportion of members domiciled
in the Central Provinces and that accordingly the attitude
of the barks was more sympathetic to Central than to Zastern
and Western requirements. Representations were received to
the effect that, wnder such a centralized system, applica-
tions for loans from Eastern and Western communities or busgi~
ness interests hnd to be passed wpon by head office officials
who were not sufficiently conversant with Eastern or Western
conditions and who might be inclined to favor enterprises near
at hand.

"The banks have been most emphatic in denying these
charges, and have submitted that their boards were as far
as possible representative of the entire country, or at least
of such parts of the country as provided a sufficient volume
of business. The banks submit that for administrative purposes
the branches are grouped into districts, oenerally by prov-
inces, under the charge of a supervisor with authority to
deal with all credits up to, say, 325,000. At certain
roints, where banks have committees of directors, the limit
is st11l larger. We received evidence to the effect that,
in the case of one bank heving ite head office in Montreal,
out of thousands of loans made in the three Frairie Provinces
99.6M per cent were granted before reference to head office;
whilst another bank reported that 32.7%2 per coent of its loans
in Alberta had been dealt with by the branch managers direct-
1y, that 1€6.47 per cent had been referred to the Calgary super-—
intendent, leaving 1.21 por cent for approval by the Assistant
General Manager in Winnipeg, and out of this 1.21 per cent only
605 peor cent had been submitted to head offics.!

1/ Report of the Royal Commission on Banking and Currency in Canada, 1933,

op. 17-78.

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



- 111 -

The volicy of the Bank of America, N. T. & 8. A. with rcrard to the

Y b

loaning nolicy at its branches indicates how 1t operates in this respect

in California. 1/

"Loans are made direct by the branches except in in-
stances where the amount is unusually large or the branch
manager wishes to secure the advice of tho head office
credit department. The customers of the branch deal wit
the local officers, and only in extraorcinary circumstances
are they brought into contact with the head office depart-
ments. Each branch has a general lending limit fixed by
the bank's finance committee. Within thig limit each branch
may lend and report without previous consultation of head
office. Thesse limits vary with tho proven credit capacity
of the various branch loaninz officers. ZExperience has
demonstrated that the limits thus fixed are usually suf-
ficient to take immediate care of the ordinary require-
ments of the branches. In other cases lines are ecstab-
1lished for the larger borrowing accounts, in advance of
the time when these firms or individuals require the ac-
co:amodation for their scensonable operations. As a mat-
tor of fact, after a branch has becn in opcration for a
Jear or more, experience sihows that easily 80 per cont
of the annunl commercial credits extend:-d by the branches
are reoncwals under established lines., All applications
for unfixed lines of credit in excess of ths lending limit
of a given branch are promatly considercd and acted upon
by the proper central cr:dit department and oproper advice
and instruction issucd. Th2 branch malzecs daily roports
of all loans, and as thcse are roceived the credit depart-
ment reviews them. Pertinent comments or sugoestions are
then forwarded to the branch manager, so that the loan may
be vropverly followed and collaction insurcd at maturity.
The broad fundamental policies respocting credits are out-
lined by the general exccubtive committee and interpreto-
tion and application is then made by the credit desart-
ment.

"This system permits the smallest branch in the organi-
zation to socure thoe bonefits of the best obtainable advice
and counsel on overy loan that is made, and it also insurecs
uniformity of policy, based on a thorough knowledge of con-
ditions throushout the entire organization and the country
as well."

;/ U. 8. Congrcess, 7lst, 3rd Scssion, Houarings, H. Res. 1&1,
Moy 1930, po. 13U47-Ug,
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Loaning policies of the Security-First National Bank of Los Angeles,
the second larzest branch banking organization in California, have been
described as follows:

"e have in the local branches in each case an execu-

tive board which corresnonds with the board of the unit

bank, of the men in the comrmmnity who are best informed.

And thay have full authority to make loans up to certain

limits without any consultation with the head officers

.... It (the limit) varies somevhat with the community.

It will run as high as 950,000, =nd I think in one in-

stance $100,000....(and) as low as $10,000." 1/

Anotior armpumiint ofton advanced against branch bani<ing is thoat
there is no sympathy with local nceds, Tiie point of view cxpresscd
in the following guotation is pertinent to tils matter:

"....there is sucl a thing as a banker being too respon-

sive to local applications and too much under the in-

fluence of local and personal appeals.... The fact that

a local banker 1s under greater pressure from local bor-

rowers than a branch manager, supervised by an outside

authority, may cause the interests of depositors to be

imperiled for the accommodations of borrowers." 2/

Trouble can more easily grow from the fact that credit is extend-

ed too frecely rather than from the fact that credit is not available.
It would seem, therefore, that with branch bnking managers less under
the influcnce of local pressures they would be in a position to overate
more objectively ~nd consider the needs of the community rather than
the personal desires of local interests.

There are other banking activitics that would apvear to be more
satisfactory under branch banking such as services in connection with
investment securitiss and the administration of trusts. As an example

of the extension and improvement in trust services thoat would be mnde

available under branch banking, lir A. P. Gilannini of the Bank of

l/ Henry M. Robinson, U. §. Congress, 7lst, 3rd Scssion, Hearings, S.Res.
71, February 1931, page 325,

2/ Gaines T. Cartinhour, op.cit., p.318. See also Joscph A. Broderick,
former Superintendent of Banks, New York, Hearings, S.Res. 71, January
1931. He expresscd the opinion that the objections to branch banks were
due to the fecling "a local bank will be probably more liberal to its
own officers and dircctors than an outside institution."
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America, N. T. & S. A. commented as follows: l/
?

"Opwortunities for soread of the trust idea are further
multiplied through the vractical circumstances of branch
banking. For exnmple, the institution with branches in
many communitics 1s able to nrovide for the performance of
trust functions in places that otherwise would not be
reached. Out of a total of 165 California citics served
by our institution, the people of 91, or 55% can look to
our institution alone for scervice locnlly in connection
with their personnl estates.  In only 15% of the communi-
tics we serve are there unit banks authorized to perform
trust functions.

"Corvorate customers, as well ns individual depositors,
benefit, through our plan of State-wide trust sorvice. In
California, it is compulsory for new corporations to have
their stock registered bv a trust compsny. A number of
corporate registrarships are bteing ndministerecd by our bank
in communities hundreds of miles awny from the larger cities.
Likewise we are scrving as transfor agonts for stocks as
trustces of bond issues for many companies whosce offices are
located a~ay from the centers of population. The significonce
of this development lies in the fact thnat these standard trust
functions are being verformed by o financinal institution that
is able to guarantee a high degroe of gpecianlization and sccu-
rity in the performance of its work."

Banking Facilitiecs. ~ An important sadvantase claimed for branch bank-

ing is that a bank with branches is more flexible than an independent bank
in adjusting to the regquirements of the community for banking services.
At tnhe present time it is esovecinlly urgent thnt banking facilitics be
restored in commmities thot have becn completely deprived of bhanking
services because of failures over the past decade, and under ordinary
conditions it is desirable to extend banking facilities to communities
as they devolop and to discontinue them as communitics decline or under-
go changcs.

A comparison of the banking facilitics available in different come

munitics in the States vhere frilurcs have been mosnt numerous since 1921

1/ A. P. Giannini, "How Branch Banking Multiplies Opportunities for Trust
Service," Trust Company Magazine, March 1929, Vol. XLVI, No., 3, p. 312.
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shows that there are many communities that had facilities in 1921 that
are now without them. As an illustration of the exten! to which com-
minities have been depleted of banking facilities, Table 33 shows that
in Iowa, where 1,197 banks suspended between 1921 and 1935, a total of
361 towns that had facilities in 1921 are now without them. It shows
also that an additional 114 towns which were depleted of facilities in
1921-1935 are now served by limited banking offices permitted by the
amendment tc the Jowa statutes in 1932 authorizing banks to establish
such offices. During the same 14 year period there were 285 towns in
Kansas which were divested of banking facilities. Most of the towns
that lost their facilities and are still without them are small, having
less than 1,000 population,

Table 33 - Number of Towns in Iowa and Kansas

Without Banks, June 1935,
That Had Banks in 1921

Iowa
: ] Kansas
Towns without |Towns with limi- total
. . . o
banking office |ted banking of-
June 1935 fice June 1935

Population
of town Total
(1930 Census)

Less than 100 39 33 6 37
100 - 249 199 178 21 160
250 - Ugg 150 108 4o 66
500 - 999 L 35 39 15
1,000 - 2,499 10 y 6 7
2,500 and over 3 3 - -

Total u75 361 114 285

In several States in addition to Iowa-—Arkansas, New Mexico, Wis-
consin, and South Dakotam-which had not permitted branch banking until
recently, policies have been adopted looking to the establishment

of branch offices with limited powers. In several other
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States branches with full powers have been ~uthorized in rocent years.
In scveral other States where branches arce not authorized by stot-
ute, lack of banking facilitics is resulting in serious hardships and
various devices are being adopted to obtnin them. In Morth Dokoton, for
oxample, vhere 79 towms of 200 to 1,400 vovulation had no banks it is

1/

roported that several methods are being tried.='In somc places, barking
by mall is making progress. "In some towns the local merchants have
arrnnged dally trips on an alternating bnsis vhereby one man ench day
handles the banking functions of the group. In another, a former bank-
er pays and issucs checks dravnm on an outside bank, nnd renders all
scrvices except taking deposits. Another bank kevt a man in o rented
office in a neighboring town, but discontinucd this plan after losing
$600 in six months. With ovoortunitics so reager for banking profit

in small comrmunities, plans such as these offer nt loast o tempornry

: ] =/ S_— . £y
solution to a real problem." -/ In 1935 and enrly in 193%6 two "exchoange!
offices were estnblished by two barnks in Vorth Dnkota to reccive nnd
handle deposits in communifics from which the head office had boen re-
moved.

Under ordinnry conditions it is likely that banking facilities
could be vrovided by cstablishment of branchas more easily and readily
than by the orgnanization of new barks. In both Conndn and Englond cx-
rericnce indicates that branches have beoen estoblished and brnking scr-
vices vrovided ahead of the time vhen the communities would hnave been
able to sucport ar indevendent bank. Indced, branches have been cstab-
lished in places where an independent bank would probably never have

succacded. In Ganada, varticularly, branches vere establishad in the

1/ Press reports state that North Dakota has adopted the "Iowa Plan
effective July 1, 1937,

g/ "Bankless Towns," American Bankers Associagtion Journal, August 1932,
pp, 4250,
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fronticr outvosts of the Westorn nrovinces in advance of the railways,
nlong with the coming of the very carliest sctilers, and thercby con-
tributed greatly to the scttlement and developuent of the Dominion.

In England it is frequently the case that branches are estnblished for
several years before they pay their way. In this way facilities are
provided "to residents and storekeepers in the suburbs and outlying
districts,"” and deposit fceders for the main office are establiched.
Sonectimes such facilities are provided throush a branch that is open
but one or two days a week--the manager sorving three or four such
corrmmunities on alternate days.

When communities decline or undergo important changes, such as
those resulting fron the extension of highways, the use of the auto-
nobile, and imcroved commnication Hacilities,banking services of
branches can be discontinued gradually without loss to depositors.
Independent banks often find ~djustment to such chonges difficult
if not impossible, and failure with heavy losscs to depositors fre-
quently occurs. In both England and Coanada banking offices are
opened and closed in response to the requirenents of the comnmuni-
ties with comparatively little, if any, losses or hardships, in the
cascs where branches arc closed, to the difforent comruniticse In
the United States scrvices of an independent banls are often discon=-
tinucd by failure and acconpanicd by heavy losscs to the corrmunitys

On the basis of the number of banizing offices and the popu-

lation of the United States, Canada, and England, banizing facili-
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ties are not so numerous in the United States as in Canada and Eng-
land under branch banking. For the United States as a whole the
population per banking office is 6,500 as compared with 3,000 for
Canada and 4,000 for England. In different States population per
banking office varies from 2,600 in Kansas to 12,100 in Arizona,

as compared with a variation in the different provinces of Canada
(excluding Yukon and the Northwest Territory) from 2,630 in Quebec
to 4,106 in New Brunswick. Table 34 shows in detail the number of
banking offices, the population, amd the population per banking of-
fice for the United States, Canada, and England, as well as for the
geographic divisions of the United States and the provinces of

Canada.
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Table 3% - Banking Offices and Population in United
States, Canada,and Engleond

l Number of Population per

lbanking offices Population banking office
United States 1/ 18,904 4/ 122,775,046 6,495
Canada 2/ 3,827 B/ 10,375,786 2,942
England 3/ 10,148 E/ 40,090,330 3,951
Geographic Divisions
of United States

New England 1,202 8,166,341 6,794
Middle Atlantic 3,337 26,260,750 7,870
East Horth Centrd 3,684 25,297,185 6,867
West North Central 3,754 13,296,915 3,542
South Atlantic 1,839 15,793,589 8,361
Bast South Central 1,320 9,887,214 7,490
West South Central 1,717 12,176,830 7,092
Mountain 589 3,701,789 6,285
Pacific 1,412 8,194,433 5,203

Total 18,904 122,775,046 6,495
Provinces of Canada
Prince Edward Island 27 88,038 3,261
Nova Scotia 134 512,846 3,827
New Brunswick 98 408,219 4,166
Quebec 1,093 2,874,255 2,630
Ontario 1,259 3,431,683 2,726
Manitoba 193 700,139 3,627
Saskatchewan 309 921,785 2,983
Alberta 215 731,605 3,403
British Columbia __195 694,263 3,560

Total 7/ 3,527 7/ 10,376,786 2,942

1/ This figure comprises 15,657 national and State banks and 3,247

T branches,including mutual savings and private banks, December 1935,

2/ Number of banking offices, December 1934 - Canada Ycar Bool, 1934-35,

~  page 977,

5/ Includes 15 joint stock banks and 10,133 branches, 1934 - Crick and

T Wadsworth, A Hundred Years of Joint Stock Banking, page 41,

4/ Census of 1930, "' - )

5/ Census of 1931 - Canada Year Book, 1934-35, papge 99.

6/ Census of 1931 (including Wales) - World Almanac and Statistical
Abstract of the United Kingzdom,

7/ Includes Yukon and Northwest Territory,
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Diversification of Loans and Deposits, = Where branches are

operated over a wider arca than that cmbraced by one community,
diversification lessens the chances of losses, increascs returns
to stockholders, and in general strengthens an individual bank.l/
If the system of branches is well proportioncd employment of bank
funds at diffcrent seasons is easicr md the shifting of funds in
order to mecet seasonal pressures is greatly facilitated., In addi-
tion, banks with branches with diversified loans and deposits are
likely to be in a position to carry frozen assets in 2 particular
community until they can be ligquidated with smeller losses than
individual banks, And finally if banks operated branches over
diversified economic areas, they would probably find it unneces-
sary to carry ba ences in the New York moncy market to assure li-
guidity to the same extent as the independent banks have in the past,
Advantages of the diversification of risks to banks in England
through the operation of branches arc summarized by Criclk: and Vieds-
2
worth as follows: —/
MeessThe wider the renge of a bronch system, the
more economically could the banking services be
rendered, and the more stoble became the structure.
Only by spreading resources over the greatest pos-
sible varicty of industrics and personncl of bor-
rowers could the banks attain maximum stability,
and this same proccss of counsolidetion ensured
that banlking funds flowed readily from arcas of

surfeit to be distributed over districts in neced
of working capital,"

1/ With reference to diversification in California the Chairman of

T the Security-First National Bank of Los Angeles has stated, "We
have a great, wide diversity, and that means a betteor use of our
funds than the individual banls could have had," Henry M, Robinson,
Hearings, S. Res, 71, February 1931, page 323,

2/ W, Fs Crick nnd J. E., Wadsworth, A Hundred Years of Joint Stock

T Banking, pagec 38, o ) T -
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Better Banlt Management, - It has long been pointed out by sbudents

&

of banking, public officials and bankers themsclves, that banking under

modern conditions should be under the directlons of persons with high

standards of professional competence and ethics. Such standards would

definitely improve the management of banks and should be developed more

easily through the careful persomnnel policies of larger banks opcrating

branches than in smaller independent boanks. Operations under branches

would be on a larger scale and they would offer greater advantages for

troining and development of personnel, Indced, it has been noted by

students of Canadian banking that the opportunities that arec offered

and

usod there for training personnel arc among the distinctive fea-

tures of that system., Patterson summarizes the adventages of Canadia

banking with respect to the training of persomnel as follows: E/

"One of the most valuablc assets of & bank is the
personnel of its staff, who are men traincd from their
youth up to their profession, In their early yocurs,
moving from branch to branch, they become thoroughly
versed in local customs and enviromments, and in many
cases gain experience in branches abroad, As account-
emts and managers of large city branches they obtein a
broad knowledge of natieonal trode and finance until, eas
goneral managers or superintendents, they are found
dirccting the administration of their numerous branches."

Opportunities thus offered for training through the branches in

Canada have been envied by American bonkers who have cxpresscd the

opinion that "An sppointment as branch manager under the (Canadian)

system of loaning limits and supervision teaches a sound banker to

crecp before he is called on to walk," E/

1/

2/
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Wiser and mnore cautious restraints are likely to be exercised
in eredit practices at brenches with management trained and exveri-
enced in the arts and tachnigues of banking than at independent
banks, and tuais ehonld result in advantages to both the bank and
the community.,

Zconomies in Overation., — Although specific evidence is not
available comsaring “he cost of operating banks with branches and
banks without brancres, it is reasonable to conclude that certain
economies in operation are available to banls with branches that
are not possible fer independent banks, MNorc efficient manage-
ment and diversifiad business sionld result in relatively smaller
lossey to banks with branches, and the overhead expenses in opor—
ating branches shiuld be lower than for independent banks, ZEcono-
mies of large scele operations such as those that are gained through
centralived manazement of advertising and purchasing, as well as in
the manngement ef o1l domestic and foroign arrangements, should be
possible in the case of the bank with branches.i/ It must be
realized, of cecurse, that the theoretical cconomies such as some
of these may be offset in part by the added expenses of coordinating

and centraliging the internal banking processes of the branches.,

1/ Gaines T, Cartinheur, Branch, Group, and Chain Banking, page 321,
Also see comment in Review of Econonic Conditions, National City
Bank of New York, February 1935, that in Canada "the branch bank-
ing system undoubtedly lowers both interest rates and capital
charges by reducing both operating and capital costs,”
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Anothor economy that is possible in England in the operation
of branches has been described as follows: 1/

Meesethic oxponse account is kept within
reagsonable limits, beczuse the nare is o
sufficient assurance to the public of its
importmce and stability., It deces not nced
to put up a costly bank building, such as
an individunl bank would have to do, ns o
nere matter of ndvertising its strongth and
its importnnce, The parent hank can sdjust
the cxpeascs of each braach to the volume
nf businces; can, if 1t chooses, occwpy
nodest cunrters without loss of prestige,
ormoloy only what capital 1s actually neoded
in the busincss of the brﬂnch, and feel no
necessity, ordinarily, of freegzing n lot
of copital in an waneccssarily pretentinus
bui701ab, as i' custoriary with banks in the
Tnited States

Mninistration of National Monefnry and Credit Policies, = In

England and Canada with hranch banking, the centrsl bank and the
Treasury have fewor individunl bank neoragenonts te decl with in
coordinating activities townrds n common natinnal monetary objective
thar ig the casc in this country. It is easicr to obtain the co-
operation of a fow banks rather than nany in the adninistration of
banking and credit wolicics, and easicr to hold o few dbnks to
rrincivles of sound brnking, Likewisc, with fower banks it shiould
be eangier to forrmilate ~nd carry out nolicies in criscs nmnd eoror-

govicles than in the pnet whon theousnnds of lcenl banlzs had to be

dealt with, In England nnd Crnada tho adventages of fewer baaks
in these conncctinong linve been generally recommizeld and the sroator
stnbil

ity of banking in these comtrios nay e atitributed in »art

'Y

)

<

te then,

1/ Joseph Ernest Goodbrr, Monasing the Pocples Money, pace 367.
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Substitutes for Chain and Group Benking., -~ The dovelopnent

of branch banking in the United States would probably nean the
supplanting of chain and group banking., A branch banking systen
has the advantage of hoeing less complicated in organization and
less difficult to exanine and supervise thon a chain or group
banking system. Rapid devolopnent of chain and group bmnking,
egpecially group banking, in 1927-1930 instead of branch banking
was due to a considerable extent to regtrictions against the
extension of branch banking. Several of the bankers responsible
for the growth of groun banking at that tine have since stnted
that bronch banking if allowed would be preferable and that they
would favor the conversion of members of the groups into branchoes
if legislation pernmitted,

Digadvantascs of Branch Banking

Althoueh branch bhanking has definite advantages as n type
of Tanking structurc, it also has disadvantomes. The srgunents

that have been advanced against Drascn bonking nay he swinnrigzed

(1) Braach banking is nononolistic and
will result in the destruction of
unit banks as well ns n fecline in
the norsonal element in bonkine,

(2) If “roack banking is pernitted on
a larso scale it will reswdt in &
concentration of banking resources
and oill undornine the Federal Re-
servie Syston,
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(3) Susnensiong and failures of bar
operating widely distributed Lrwpcn(
will be nore disnstrous and result in
far wvider econonic distress t 1an faillures
of mit banks.

(M) Overation of branches ovar larze arens
ig dnancerous bhecausc of the difficulty
in obtaining adequate ~dninistrative
personnel to handle banking nnd crodit
problens in widely different cormunities,

\J1

(5) Convorsion of wnit hanks to bronches os
well as tho establishnont of de nove
branchcos nay he asgsociated with wholon

sone commwetitive practices

(.’)
«

It is desirable at this pnoint tc discugs bricfly cach of thoss
criticisng and objecticons $9 branch banking,

Monomnlistic Tendencies, = It 1s ~Tten asserted that ~r

extonsion of branches bv boanks weuld grently reduce the nuwiber
of banks in the United Stntes as in Cannda ~nd Englend Aand in
the ond it vould lend te o nonnyely in the field of Hanlzings,

It is pointed out thnt ng the mmbor o7 bDranches incroascs

ot

ir mmit bank vhich "in its doily 1life roprascents thoe guccoss
of the corrmanity in vhich it existsY ~ndl vhich "is ovmed and
39 s 1 | n.l_/ 3] A
nanagsed by the pooole of thoe compranity & oweuld he dostreved,
It ig also clained thnt the brasches would

talze swhstantial local rigks nnd thorehy inclined to nnke loons

1/ L. A, Androw, "Fatnre of Unit Braking in the Unitoﬂ Stntaes, "
Arerican Bankers Atuncintion Journnl, June 1934, onse 59
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morc cautiously than local indecpendent banks, Such policies, it is
stated, would rctard local communitics and local enterprisecs,
A reccent opinion that branch banking is monopolistie 1s cxpressed

in an oditorial in the Hoosior Banker of the Indiono Bankers Association,

July 1936, under the title, "Branch Ranking as a Monopoly," urging bankcrs
to fight the growing movement toward branch banking., It appears, however,
from the editorial that branch banking is only monopolistic when it is
arca (or nation) widce, such as that which is "provalent in the Colifornia
program,” and which is seid to bo broadening now to include surrounding

States, It is cxplained thot locel branch banking of the type that is

developing in Indiana is not monopolistic, The cditorial says s
MeeeoBranch banking in Indiana is confinecd by state
statute to county limits and these Indiana bronches
have been ecsbablished to meet o bonking nced in a
community whore there are ne benking facilities.
Surely no onc would think of the benking monopoly
as being in vomue in Indiana,"

Another opinion that branch banking is monopolistic is that of
Hon, Henry Be Steagnll, Cheirman of the Banking and Currcney Committcec
of the Housc of Reproscntatives, Speaking ot the rocent meeting (Scp-
tember 15, 1936) of the National Association of Supcrvisors of State

Banks ot Detreit, he said

M, eesBranch banking is at variancc with the spirit of
our peoplc and with our fundamentel principles of
Government. It is absentee banking., It is monopoly
and monopoly in its worst form. The platforms of our
groet political partics denounce monopoly beceuse it
destroys compctition and imposes unduc burdons upon
the public, Banking monopoly is worsc than any other
hecause it invites thosc cngoged in it to participate
in othcr forms of monopoly and becausc banking monop-~
oly mecons the control of business whother engaged in
competition or not., Worst of all, banking monopoly
carrics with it the power to control political and
administrotion of public officcs., It is at cumiby
with a1l the froc instibutions and ideale of our
heritage,"
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In Enzlend, although the number of banks has been reduced to five
larze joint stock banks and eleven smaller ones, and independent (private)
banks have discontinued altogether, "much of the broadening of the charac-
ter of the banking services was a direct outcome of keen competition be-

. . U
tween rapidly growing or already large institutions. In Canada, where
branch banking has existed for a long period, competition between the
banks is maintained and banking service appears to have been extended
liberally to rural borrowers as well as to others within the limits of
safety. In California, where branch bankin: has developed rapidly in
the past 15 years, experience shows that not only is there competition
between different branch systems, but independent banks when well manazed
can exist side by side with branch banks in the same community.

So far as the banking w»Hublic is concerned, it appears in England
and Canada that "there is severe competiftion to obtain deposits and
advance credits.¥ "If a banking monopoly exists in Canada, it does
not redound to the pecuniary advantage of the banks. Interest charges

are rcasonable and dividends nald are lower than those of national banks
. . 2
in the United States." 2/

Furthermore, the Royal Comission, in its report on Banking and

Currency in Canada in 1933, said: 3/
", eve.The banks state that there is a Ligh degree
of competition among them in the services rendered
by branches to depositors and borrowers and in in-
stment and foreign exchange transactions. If a
rould~be borrower fails to receive accommodation
from one bank he may go to another. Even between

branches of the mane bank a Jdegree of competition
exists."

1/ W. ¥, Crick and J. E. Wadsworth, A Hundred Years of Joint Stock
Bamklnﬂ De 339,
~/ C%lucs T. Cartinhour, "Branch Ranlks VerGus Unit RBanks," The Annals

T the American Acadeny of Political and Social Scisnce, January
133u rre 38-9,
Repgrt of the Royal Comuission on Banking and Currency in Canada, 1933,

e /.).
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The contention, however, that branch bmking is monopolistic
is not new in the United States. It runs through some phascs of
the discussions of benlking problems throughout a considerable part
of the history of Amoricen banking ond has boen cmphasized particu-
larly since the branch bonking controversy of 1890~1900. 1In genceral,
it may be summarized that the contention has been and still is sup-
portecd by the point of view of producers nccding capital for produc-
tion rathcer than by the point of view of mcrchants and dealers nceding
facilitics to c¢ffect commerce and exchnnpge., From the cnrlicst deys it
appears that locnl arcas ncoding capital for developmeont have felt that
their nceds would be Jeopariized by banks operating branches and in-
torested largely in facilitating commerce and exchange, Throughout the
controversy, howcver, it scoms never to have beon accepted that it is
possible for a banl operating branches propcrly developed to offer more
adoguate and efficicnt scrvices to producers ond to meorchents and denlers
than an indepondent bonk.

Branch Banking and the Federal Rescrve System, = It is contendced

that the concentration of banking rcsourcss through the development of
banks with branches would undermine the Federal Rescrve System, Such
brench systems, it is claimed, would be soble to perform for themselves
many of the services that arc now handled by the Rescrve banks within
the different districts and by the Rescrve Svstom for the country as »
wholc, and thoreby reducc the nced for the Resorve System. The cffect

of branch benking on the Federal Rescerve System hos been summarized
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follows: l/

b

In
&)

L

"Since the existence of o large number of honking units,
which had no dependable source of help in time of nced. is
the primary reason for having a Reserve System, the formation
of large branch systems will tend to lessen the uscrfuincss of
the Rescrve Bonks, The head office and branchos constitute a
good~sized clearing and collection system in themsclves, so
that the volume of items sent through the Reserve System would
be materially lesscened, With its great resources, well di-
versificd as to scason and risk, onc would cxpeet the branch
bank also to moke much less use of the recdiscount facilities
of the Rescrve Banks than the sanc number of independont bonks
would do,"

If o bank opcrates o highly developed syston of branches, the
necd for some of the scrvices in comncction with cloaring end col-
lection and others now rendercd by the Roscrve banks would be reduccd,
The neccd, however, for the larger functions of o central bank would
still reomoin for the Federal Reserve Systonm to perform., Evidence of
this is clear in England where the functions of tho central brnk o=
nerged and beenme definitely recognized during o period when branchos
had their rapid development; and in Conode, although o central bank

has rocently boen cstnblished, brench bonlzing developed without one.

It is lil:ely that many of tho rosponsibvilitics of a central ban’™ can
be Landlod more efficicntly and rore successfully thwroudr fover banlzs than
throusy the thousands of srall indepondent banizs, whesc activitics arc dif-

ficult to coordinatce

Susocnsion and Failurc of Banlts with Branchicse - Thic suspension and

failure of banizs opcrating branciies over wide arcas would be rmclh nore
disastrous and r:sult in a far wider ocononic Cistress than the fail-
urc of scatteorcd indeponient banlise Wacre banlzs withh branches thus

far have failled in the United States and abroad, the conscquencos have

1/ G. W, Dowric, Lonctary and Banzing Policics, pse 4O=il,
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been serious and far reaching., On the other hand, the advantages and

improvement that should accompany the proper development and operation

Digitized for FRASER

of branches would lessen the probability of failure. In England and
Canada, failures have been few and losses negligible.

Personnel and Management Problems of Branch Bankinge — A serious

criticism that can be made of branch barking on a large scale is tnat
the task of handling banking services and banking problems in widely
different regions would be extremely difficult. In a country as ex—
tensive geographically and as diversified economically as the United
States, banking problems vary widely in different sections and it
might be difficult to obtain properly qualified personnel, particu-
larly for important executive posts, in branch banking organizations
operating on a nation-wide basis.

In both Canada and England problems of personnel and management
have been difficult as the branch systems have evolved, but thus far
they are said to have been worked out reasonably satisfactorily.
Circumstances, however, surrounding the development of branch banking
in both England and Canada made the problems of personnel and manage-
ment less difficult than they would be in the United States with large
scale branch banking. Canada is more sparsely populated and less de~-
veloped economically, both extensively and intensively, and the banking
problems presented in different regions are less widely diversified
than in the United States. Moreover, branch banking is the only type

of banking structure that has been experienced in the Dominion and
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ag it doveloped with the growth of the country banking personnel was
trained from the beginning in the arts and techniques of branch adminis-
tration, In the United States, where banking porsonncl has been traincd
in independent banlk adninistration, the development of a philosophy of
branch banking would naturally be slow and difficult.l/ Indced, transi-
tion from independent banking to bronch banking could only be safe by
procecding slowly.

In England, wherc industrinl organization is similer in many re=~
specets to that of the United Stotes, banking problems vary widely in
difforent regions, but the totel arca of the country is small, as com-
pared with the Unitcd States, and the distances between head office
and branches arc not grecat., Relatively short distances between hcad
officc and branchcs facilitate contact betwecen them and the coordina-
tion of opcrations and policies., If bronch banking should be attempted
in the Unitod States on o nation-wide basis as in England, the greater
distances between head office and branches would present serious prob-
lems of personncl and management and internal organization, — Such
problems would endangor its euccess and overweigh ahy advantages that

it possesses over indepondent banking.

l/rIn cormenting upon the personncl problem in the development of branch

T banking ‘inCaliforrin, the Chairman of the Security=-First National
Bank of Los Angeles stoted to the Banking and Curreney Committee of
the Senate: "Our experience when we first started in branch banlking
was that, in giving autonomy to the branches, we ran into a great
many different attitudes on the part of the management of the dif-
ferent branches os to whot their duties and oblipgations werc to the
commmunity and to the bank itself, And it hes been o matter of slow
growth to get branch managers to conform to what is considercd best
barking practice," Hearings, Henry M. Robinson, Scnatc Resolution
71, February 1931, page 323,

2/ Albert H, Wiggin, Chairman, Chasc Naotional Bank, New York, commented

T on this point in 1931 as follows: ".,..if there was any suggestion
of branch banking to the oxtent of the whole country, we would con-
sider it cxcecdingly inadvisablec, becausc of the difficulty and im-
possibility of rumning branches at such a distance, in = satisfac-
tory way." Hearings, S. Res. 71, page 196,
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Llthough the probloms of personnel and managencnt of branch
banking on a broad scole as thus described are scrious, they arc
less imporbant with respect to branch banking on o linited basis
under proper and offcetive public supervision,

Unwholesome Conpetitive Prncticess - The development of branch

banking in this country has corie about in part in the past by the
purchasc and conversion of indepondent banks into branches of a sys=
tom, and furthor developnient of branch banling will probably be along
these lines. This would be particularly truc if de novo cstablish-

waent of branches were not allowed in vlaces in which cxisting barlking
acilitics were belicvesd to be adequate, Every student of bonking
realizes that there have been unwihiolesome conscgucincces conncctod with
the bidding of scveral banks onc against thwe other for independent
barks to convert into brancheose 4 system which paid too nmch for
its branchcs would be under tcmptation t0 strain aftcr carnings and
load up on asscts upon which large lossos might Dhave to be talens
Supcrvisory authoritics which attempted to provent branch systeoms
from paying too rmch for banks for conversion into branches would
bo confronted by scrious problemse The management of a srmall bank
would resent influences tending to hold down the price which it
night realize in a salee On the other hand, if the authoritics

countcnanced a salc at a too high price, they would be blamed for

any unfortunate consequences which misht eventuate,
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PROBLEMS I TE EXTENSION OF BRANCH BANKING

The immortant practical wproblens that would have to be consicderod
if a progran wore formulated for the oxtension of branchk banking in the
United Stotes ariso in connection with

(1) the nodltiple jurisdictions of banking in the
United States,

(2) the relation of existing .indepenlcnt unit barnks
t» banks with Vranches,

(3) the extent of the arce {-rthe cporation of branches,

(M) the conditions under which a bank should he vernitted
to establish hranches, and

(5) the attitudes of bonkers and others toward the exten—
sion of branch banking.

Provlens in Comnection with Logel Status of Ban'ting, - As in the case

of nany other banking problens, the multinle jurisdictions of bLrnking have

Leen an iuportant factor influcncing the history of Hranch banking, Althourh

s

the »raviginng of the nriginel Weti-nnl Bank Acet thnt weore interproted

to —rohinhit bronches rore hyvesrslucts of offertes £ roaralate the issuc

-

nf bank notes bLefare the Civil War, they were used effectively o rrovent

1

an extension of branches Bv netional brnks for over 60 years., Iven the

legi

uQ
&

lation in 1927 and 1933 vhich pernitted national banks to oncrate

branches did net sive then any sreater wowers in o narticulsr Statoe than

were cnjoyved by State banks. In fact, in 1927 the nowers wore %y e nenn

hose in gome States, Thus the opnonents of branch Lanking

as libernl as t
rave succceded wader the »riacinle of "State rishts in banking" in rro-
venting Foderal gtatutes fron advaiacing broncl banking by natinanl banks

faster than the Statcs thenselves have beon willine to eo, Moresver, os

v

a result of this situation, the lezislative orinciple has teon ovolved

thot the decigion as to the extont to which branches riny Le onerated in o

- 132 -
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particular State should he left to that State notwithstonding the foact
thot the Suprenc Cowrt has consistently held that nationnl banks are
instrunentalities of the Federal Governnent and the Stabtes hove no
izht to restrict tleir operntions in any oy, Tals, in effect, hins
nreserved State autonony in the overation of branches,

Illustrations of the importance of State autoneriy in this connection
arc reflected clearl; in the f21lowing statenents by L. 4, Andrew, forncrly
Superintendent of Banks in Iowa, Mr, Andrew has Heen an ardent defenlo
of the pnrinciple of independent bankins and of the dunl banking systen
for nany years, and he cxpresscs the views of o considerable hody of
baakers, The first of these statenents was nade in 1932 vhen he criti-
cizod the branch banking provision of the Glass Bill oa the srounds that
it violated the rishts of the States, At the tine, he said,

"e.veSaction 19 of the Glass Bill now before Congress, aiving
notional hanks of $500,000 capital, or ners, the risht to es—
toblish bronches in any State where they do busincss even if
the State orohibits branch banking, is o direct attock on the
sovereignty of our States and an anttennt to override the ey
pressed will of the nconle of the individual States Dy noatisnal
lesislation,® 1/

Arain in 1934 he urged the independent brnkors to preovent lesislo~
tion nornitting o further exteasion of branch honking on the arnunds thot
it would be n destruction of Stote rishts. He sald,

Weweolt is anparent that o strong ceffert will he nade ot the

next session of Congress tn put throvwgh ~ 1o allowing branch
bonlzing by nnbionnl banks, even in States that orohibit it by
stotute, Destruction of State rishts Ly this nethold should he
considercd bevond the wossibility of cnactnent, tut it is ooing

tn take the wnificd cffort of all unit bonlkers, both Jmtlonul
andG State, to provent the nassaze of such lezislotion,® g/

E]

1/ Address on YState Banks and Their Insortant Ficld of Sorvice," The
Comcercial and Finnncinl Chronicle, Ancricon Bankor CO’VQJtlﬂ“,
October 22, 1532, nazc Hh2,

2/ Alldress on "WIhe Future of the Unit B-nk," Proccedincs of the disssurid
Bonlkors Associotion, Moy 1934, vaso 99.
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Thus if o Fedoral program should attompt to extend branchos more
widely than is now pormitted, it wouwld involve giving nntional banks
greater powers than State brnks have in some States. Such ~ vrogranm
mny be expocted to arousc opposition from the indepeondent unit bankers
as in the past. An effective reply to such orposition should be that
the importnnce of banking and of bank deoposits in the national cconony
under present dayv conditions, and the responsibility of the Federal
Government to the monetary organizntion of the country as a whole,
more than Jjustify o policy of dealing with the structure of banking
~s o national matter rather thnn of lenving it to the States to he
handlcd on a local basis. HMoreover, if branch banking continucs to
grow, the Federal Government would be in n position to estadlish ef-
fectively uniform standards for the cvolution and development of a

sound structure of branch banking.

Relation of Existing Indcvendent Unit Banks to Bronch Banks. -

Froblems associanted with the rolation of existing indepondeont unit
banks to bnanks with dbranchcs reguire the developmont of ndequate safe-—
guards agninst the dangers that might develop, first, from comvetition
between national snd State banks in establishing branches, sccond, from
competition between branch banks and existing walt banks in the same
place, and third, from thc overestablishment of tranches in narticul r
communities.

In the event of competitive races between banks to cstnblish branch-
es, which could casily doveclop in the absence of adeounte 8aferunrds,
dangers of over-banked arens nand of banking abuses would arise, nnd

they would be as serious in the long run as those thnt develoned in

communitics over-banked with independent wnit banks in the 1920's.
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In severnl Statces the possibilitics of such dangoers have received
attention alrendy, ~nd stops have becen suggested to gunrd ngninst
then. For cxample, the President of the New Jersey Bankers Associn-

tion snid in 193&,

", ...should Statc—wide branch banking come to pass,
the possible and oaly logical solution, may be found
in the cnactnent of legislation which shall provide
for the mutual approval of both State and Nntional
authorities before the estnablishment of branches of
gither State or National banks in any community -
nnd then, only after careful annlyscs of the normal
banking neceds of that community, made by the Bank
Advisory Board, or some other competent and imvar-
tial authority." 1/

A similnr suggestion was made in Wew York in 1932 by the Supcr-
intendent of Banks, Mr. Joseph A. Brodorick. He snid,
",...In our opinion, ncither State nor National brnnch
banks should be established except on the concurrence
of the State, National and Federal Reserve nuthoritics

with the view of strengthening the banking system of
the rosvective stotes." 2/

In 193%3, the Banking Board of thc Statc of Now York took a posi-
tion similar tn that expresscd by the Supcrintendent of Banks and
adopted a resolution memorinlizing Congress to incorvorate such pro-
visions in the Banking Act of 193%. Again, in 1934, the Cormittee on
Federnl Legislation of the New York State Barkers Association expressed
concern as to the dangers of competition in the cstablishment of branch-
es and suggested the Federal Deposit Insurance Corporation as the vroper
agency to exercise supervision of their develovment. They said,

", ...the approval of the F.D.I.C. should be soucht by
every bank sceking to cstablish branches. In this
manncr & single agency can ceontrol the rate of ex-
pansion without in any way interfering with the sov-
ereignties of either state or national systems. It

is highly probable that such a vlan nay helo to elim-
inate excessive competition." 3/

l/'Carl K. Withers, Proceedings of the New Jersey Bankers Association,
May 1934, p. 113.

2/ Report of Banks of Deposit and Discount, New York, 1932, p. 7.

3/ Proceedings of the Meeting of New York State Bankers Asso., 1934, p.
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Althoush expericnce in California and elsevherc shows thnt bronch
banking does not necossarily clininntcunit banks vwhen the latter nre

rly located and opcrated, it is possible for abuses to result fronm
corpetition between branches and oxisting unit banks that should be
gunrded ~gninst. Estnablishneat of new branches, for cxample, in con-
petition with existing institutions in smaller placcs would aggravnte
the difficulties of the situation that surrounds nany small bonks. The
potential dangers involved in developnents of this sort often have bueen
stressed by unit bonkers and in many instances thoir strong oppositien
tn branch banking is duc in part to then.

As safoeguards against such dangers scvernl Statces now pernitting
branch banking have adopted neasures to protect existing barks. The
measures thnt have been sdonted arc of three genernl types - (1) those
that prohibit the establishment of branches excevt by consolidation
with or ahsorption of cxisting banis, (2) those that prohibit the
cstarlishniont of trancacs czeept in places without banking facilitics,

and (%) thosc *hat prohibit tun

1t of brancics cxcept with thoe

cousent of cumisting ocanizge 1/ In wany Stat. ., owaver, no suca safcsuards

have besn provided,
As an exanple of the meansures that hrve boen ndopted teo protoct

the unit banks, the New York statutes noay be cited:

"A bank....nay open nnd occupy ~ branch office
or branch officas in nny city or villoage located in
the banking district in vhich is locnted its wnrinci-
pal 2ffice, provided in no event shall o branch be
opened and oécuplpdf:..ln 2 city or village in vhich
arc located onec or nore bnﬁks, trust cowJunlos or

ational brnking associations o3 cevt for the Uuroosc
ﬂf acquiring by nerger, mhlc or othervise, the Busi-

ness and prooﬁrt' »f one or sre such barcs s, trust
corpanics or aational b Lflnt associntions." (it-~lics
aurs)

1/ Sce Appendix I for dotails in the differont Stetos ng t7 tho snecific
strtut~ry orovisioms reognrding thesc three tyoes ~f nensures,
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Another type of gnforuard is found in o fow States. In the statutes

Q

of Utdr, for cxample, it is required that:

M, eeento branch shall be established in any city, town or
village in which is located a bank or bmnks,..unless the
bank sccking to establish such branch shall take over an
existing bmk or obtain the consgent of o1l beonks therecin
located, except that in citics of the first class, Dronchoes
ary be established without such consent;...No unit bank
hereafter cormanized and operating ata noint where there
are other overating banks....shall Le pernitted to be ac-
quired by another bonk for the purnose of establishing a
branch until such bonk shall have beeon in operntion as
such for n period of five years," (it~lics ours) -

The overestablichment of branches ia oarticular corrmanitics nust be
as carefully checked ns the excess chartering of indewendent unit bamnks,
The protective neasure nost comnonly adopnted is thnt bronches can be es—
tablished only with the annrovel of the banking swpervisory cuthorities.
All Statos now pernitting branches, oxcent Georgia, South Carolinn, and
Teanessee, have nrovisions of this sort, A fow States have attermted,
in adlition, to rostrict branches to places of certain size and to linit
the number of branches according to vopulation., A nore effective safe-
guard night be to wrovide by law that no additional bankins office,

Pl

vhether unit or hranch, shall be established in any vlace unless the
ﬁublic coavenience and advantage require it and the conmunity affords
enouzh potential business to support it,

On the basis of the exwerience of diffcrent States with logislation,
thus described, it avpenrs to be a daifficult oroblenm to give nrotection

by stntute to unit banks agninst competition of branch banks, and te »nro-

tect comrmanities agninst over-bmking, Federal statutes pertailning to the

4]

operation of branches by national baks contailn no specific provisions to
protect oxisting banks against competition of bLraaches other than the
general provision that the cstablishment and operation of branches must

be with the approval of thc Comptroller of the Currency.
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Extent of the Arca for Operation of Bronches., - The third o»roblen

that ariscs in connection with a »rogran for the extension of branch
banking in the United States pertains to the cxztent of the geographical
arcns over which it is desirable to pernit a bank to operate branches,
A congidoration of this problen with particular roference to antional
banks will indiente the nature of the problon itself and of the diffi-
cultice involved in finding a solution,

Various suggestions hnve been nmade from tine to tine as to the
arca within which a nnational beank should bhe ~llowed to operate branches,
Anong the suggested branch banking arens arc the following, or combino-
tions of some of them, all of vhich contermlate that a national bonk
should be allowed to cstablish a branch ot any point within the arca
in vhich the head office of the bank is located, rogardlcss. of howr that
arca nay be described:

(1) ™
(2) The Pederal Reserve district.

e entire country.

(3) The territory nssigned to the head office of a Federsl
Reserve bank or to a branch thereof, as the case nay be,

(4) The State,

(5) Adjoining counties, regardless of State or Federal Re-
serve district lines., Somc sugzest o proviso that the
aggrogate population of the head office county and of
the adjoining counties rmst not ecrceecd o given nunbe
nf nmersons, ¢.f., 100,000, 250,000, cte,

(6) Tao hend office county,

(7) Any »oint not more than a given number of niles fron
the head office of the national banlz, regerdless of
eorunty, State or Federal Reserve district lines, The
distance sugsoested by some is KO niles and by nthers
100 nmiles,
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(8) The "trade arsa' of the head office city, the "trade
area being loft for determination by the Federal
banking authorities in thoe casc of each application
for the ostablishment of o bronch,

(9) A statutorily defined "tradc aren," such as the arca
which is ncarer to the head office city of the an-
tional bank than to any other city w1t“ a clven opu-
1ntion, ¢.g., 100,000, 50,000, 25,00 ctc,

(10) Any vpoint, resnrdless of Stato or Foderal Rescrve
district lines, within such o digtance fronm the head
office of the nabional bank that the counties com-
pletelv included in thocircular aren reprccented by
the hend office ns o center and the bhranch as the
outer point would not have an nzgresate ropulntion
in oxcess of a ”1VGH nurber of porsons. The popus—
lation nentioned in this conncetion is sonctines
100,000, sonetines 250,000, otc.

Congiderations with Roguect to Various Bronch Banking Arcas. - Nation-

wide bronch banking in this cowntry scarcely appenrs to ba a practicrl con-
sideration in cithor the near or the distnt future, For one thing decndes
would be required to build -ap nanagencat nad nerscnnel to handle o branch
banlzing systen operating in a1l the diversce nrcas of this comtry., Norecover,

such gystens would imply n dezree of banking concentration which woild nnt be

Jenerally favorod,

DJ
(.)
D
| 2ad
g

Tire Doundaries of Fed cserve Dark or branch zoncs or territories
hove Heon fixed with roference to ccononic ~nd financial, ~nd in sone ine
stoncos toposraphical, rathor thian political factors anl arc in n soneo

=

lionogencous trade areas., 1/ If an attermt were nade by Pedoral lesiclation
to give antional banks the rigat to onernte broaanches anyvhore witi:in the
Federal Reserve bank or hranch zone, there weuld be nunercus nossibhilitics
for national banks %o cross State lines, This, of course, vwould neet

deternined oprosition, prriticularly from tho States! rights clenents.

Converselyr, if Fodoral statutes should stinulate Hhat

1/ Branch "zoncs" in the St. Louis Felernl Resorve 1
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an insurcd Stete bonk could not opurcotce a brorch outside of the zonc
or turritory of the Fcderal Rescrve benk or bronch, conflicts would

arisc in certain Steotes which arc dividod cs to zonc or territory but

in which the Statc law permits o Stote banls to oporcte o branech any-
where within the Stote,  Some of the Stotos now permitting Stotce-wide
broench benlking which would rnisc the gqucstion arc the following:

srizonn -~ divided between Los /fngeles and Fl Paso
Colifornin -- divided bebween Sen Francisco and Los ‘ngeles
Comneceticut -~ divided between Boston and New York

Idcho == divided betweon Spokane and Solt Leake City 1/

Michigon -- dividcd botween Detroit, Chicrgo, and IMinmonpolis

Nevodn == divided betwecon Sn1t Lalze Clty and 3an Francisco

North Carolins -- divided bebween Richmond ~nd Charlotte

South Caroline -=- divided between Richmond rnd Charlotte

Weshingbon -- divided botweon Portlond, Spolrne, and Scottle 1/
If somc policy werc ndopted with rosncet to branch opcrrtion in Fed-

1

cral HRescrve bank or brench zonca or torritorics, it would appenr that o

1

bronch operating bend should be poermiticed te strblish an officc at nny
point within 50 or perhrps 100 nmiles of the head office in order that a
ank located ot the cdge of the zone ~s othoririsce dofined would not be

prevented from serving o nntural trade nror which might otherwisc he

Just outside of the zone or toerritory., Trade arces so defined should

be large cnough to provide comsiderable diversification of locons and

deposits,

The operation of brenches throughout contiguous countiuvs would in
some arcns of tho United States cllow o notionel bank to scrve an areca
with o diemcter of as much as 300 milos. In other ports of the country
it would mean littlc morc then 26 milos, It is gquestionable whether in
meny parts of the country o contiguous county arce weuld scrve to provide
much diversification in the banking business.

1

jefincd by county boundarics or boundarics of = torritory cs-

Arcas

P

5

signed to a Federal rosorve brnlz or branch zone might vary from time to

1/ Reccently the Snokanc branch torritory, cxcept the city of Spokanc, was
renssigned to the Seattle branch,
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tire rnd reise preblems.  For oxemple, if o given Federnl Resorve bronch
were discontinucd and its territory cither reossigned to the hond office

or divided among other brenches, this night bring about an import-nt

chonge in the ficld of oporation of some bonlis,  Presunably in such cir-

cunstances o bonk would be pormitted to retnin any branches provicusly
csbablished no mntter if theoy were outside the now zonc limits, Similaer
difficultics probeably would arisc more freguently, though they wenld not
be as Important, in comncction with changes in tho boundary lincs of coun-
tics., Somctines o givon county is subdivided, but more rocoently therc hes
boen considerablc agitation for conscolidating countics in tho interest of
morc cconomic administration of State govermments. Such consolidations
would, of coursc, expand the business ficld of opernticns of banks locoted
within the countics thet congelidated,

Any breonch brnking orca defined in terms of o cortain distance from
the head officc city would ranisc a number of individual problems, For ox-
arplo, if the arca were 50 milcs {rom the head office city, o nationnl brnk
locatcd in Baltimore night oporate o bronch in Weshington, or vice versa,
Soveral of the largest citics in the United States cre within 100 miles of
another large city, for c¢xrmple, New York and Philodelphia, and Chicagoe and
Milwoukeo, Probloms of this character night be met by allowing brauches to
be oneroted in othor citiocs,the nopulation of which did not cxeced 25,000
sr 50,000, A bronch bonking ocron limited to o distence of 50 milos fron
the head office city weould provide 1little oppertunity for multiple benking
feellities in the sparscly sctbled regions of the country., It takes no
account, furthermorc, of the diffceronces in cccessibility., Ploces 50 cor
100 nilcs oapart by airline distancc but scparntcd by o mountnin range arc

much foarther apart for oll proetical vurposcs than placss in the other

scetions thot arc many more milos apart,
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Conditions Under Waich Individual Banks Should Be Permitted to

QOperate Branches. ~ 4 fourth grouwp of problems that reguire considera-

tion pertain to the conditions under which an individual bank should
be permitted to operate branches. They include (1) requirements as
to the capital of the banks that should be authorized to overate
branches and, (2) the methods by which branches should be established.
A first requirement of banks for the establishment and opeoration
of branches is that their capital funds should be adequate to meet
their responsibilities. Provisions of the present national barking
statutes recognize this recuirement and stipulate the minimum capital
of national banks establishing branches outside the head office city
and the statutes of several States likewise specify minimum capltal
for State banks operating branches. As they stand, however, the stat-
utes are defective in several respects and an analyels of them will re-
veal somec of the problems in connection with caplital requlirements at
the present time.

Present Carital Reguiromeits. — The National Bank Act contains

two provisions which stipulate special capltal requirements for banks
establishing branches outside the head office city. One of these pro-
visionsg fixes a minimum capital based on the porulation of the State
and of the largest city in the State for banks establishing branches
outside thelr head officc cities. It reads as follows:

"o such (national banking) association shall estab-
lish a branch outside of the city, town, or village in which
it is situnted unless it hns n pald-in and winmpaired capi-
tal stock of not less than $500,000: FIrovided, That in
States with a population of less than one million, and
which have no cities located therein with a yopulation
exceeding one hundred thousnnd, the canital shall be not
less than $250,000: Provided, That in States with a popu-
lation of lcss than once-half million, and which have no
cities located thercin with a porulation excceding fifty
thousand, thc capital shall not be less than $100,000."
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The second provision roquires the canital to be fixed alsc with
reference to the nmumber of hranches operated and the nunber of places
in which they are situated. It reads as follows

"The -aggrogate capital of every national banking asso-
L
ciation and its branches shall at no time he less than the
aggregate ninimin capital required by law for tha establish-
rnent of an equal nunber of aational bonking association

situated in the various places where such assoclation and
its branches arc situatced,”

Both of the above provisions are applicadble nlso to State hank nom-
bers of the Federal Reserve Systen,

5
Jeen

N

The second provision of the Natinnnl Bank Act quoted above has
congtrued to mean that a national bank onerating one or nore branches out-
side its head office city rmust hove one '"unit" of canital (that is, the
sone as is required for a non~branch nationnl bonk) for the hend office
city and for cach other city in which it has onc or nore branches, This
interpretation is consistoent witk the ruling thot » natiosnal bark with
branches only in the head office city is not required to hare rny nore
capital than one with no hwranches vhoatevar,

Capital requirenents for State banks operating branches vary so
widely that it is difficult to seneralize absut them,l/ A survey of the
applicable State laws indicates, however, that in only 14 States is there
o ninirmn capital requirencnt for branch systems, npart fron a require-
nent based on the nuwmber of bHranches or the amount of denosite; in only
5 of these States (Maine, Oreson, Washinston, Alabama, and Connecticut)
is the requirenent as hi~h as $500,000, In 11 States tho secrognbe nini

i capital mast be the ancwunt reguired to orpanize Hanks located in the

head office and Branch cities,

;/ Aopendix II containg o tabulation comparing "Minimun Crpital Stock and/or
Surnplus Required to Establish Out—of-Tovmn Bronchcs in Various States
under State Law and under Present Provisions of Section 5155 of Revise
Statutes of United Statcs,!
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In about 10 States there are no statutory provisions whatever requir-
ng additional capital to establish branches.

Bffect of Fresent Reguirements. - The present provision of the

National Bank Act, that no national bank located in a State with a
population of 1,000,000 or more may establish any branches outside
the head office city unless it has a capital of at least $500,000,
effectively prevents the establishment of national bank facilities
in small communities, even in the same county, which are deprived

of all banking facilities. It docs so, furthermore, in spite of the
fact that, cxcept in 5 States, State banks are not subjuct to such
high capital requirements. In Arkansas, Iown, and Wisconsin, State
banks may csteblish additional "officos! for the receipt and payment
of deposits without being reguired to increasc thoir capital at all,
In contrast, o national bank in any of thosc States with a capital of
$50,000 would have to incrense its capital tonfold to establish o
branch office in an adjoining towm.

The effect of this provision of lrow is not so restrictive in the
case of a nationnl bank locatcd in a State with a population of less
than 1,000,000 and no city larger than 100,000, and even less restric-
tive in the casce of a State with n vorulation below 500,000 and no city
larger than 50,000. In the latter case n nntinnal bank located in a
small city and having a capital of $100,000 may cstablish a brench in
another small city without increasing its capital, if Stnate banks arc
allowed to establish such branchos. The law ag it stands not only
discriminates scrinusly against national as comcarcd with State bonks,
but as between nationnl banks vhich hapnon to be located in different

Stnates.
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Of even greater immediate immortance is the fact that some State
banks are precluded from joining the Federal Reserve System solely
by reason of the fact that State bank members may establish branches
outside their head office cities only on the same terms as national
banks. Furthermore, no State bank being admitted to membership may
retain any such branches established after February 25, 1927, the
date of the passage of the McFadden Act, unless it meets the capital
reqguirements above referred to. In a recent case an avplication for
nembership is reported to have been dropped as soon as the restrictive
provisions of law were called %o the attention of the inquiring bank.
A rocent survey indicates that out of something over 400 nonmember banks
(other than mutual savings banks) operating one or more branches outside
the head office city, over 300 are ineligible for membership by reason
of the special capital reguirements avplicable to such branch systems.
This figure includes 93 banks in Iowa, mostly with only one branch of-
fice, which would have to increase their capital stock from the prescnt
aggrogate amount of 34,570,000 to an aggregate of $46,500,000, in spite
of the fact that thelr deposits amounted on December 31, 1935, to only
$71,000,000. 1In Wisconsin therc arc 5% nonmember banks in the same
situation, in North Carolinn 26, in Indiana 21, and in Virginia 18.

Some of the nonmember branch operating banks have devosits of
over $l,OO0,000 and would, therefore, be automatically dcorived of
deposit insurance after July 1, 19M2, beeause of being incligible for
Federnl Rescrve membership unless the Board waived the high capital
requirements. If, for example, o State bank in Iowa with a capital

of $100,000 and deposits of $1,000,000 and opcrating onc branch in
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an adjoining snall city wighed to have its deposits insured after July 1,
1942, it would have to Dbecone a merber of the Federal Reserve Systen., In
order to be eligible for nembership from the stamdpoint of canital require-
nents, it would have to increase its capital fron $100,000 to $500,000 un-
less the Board waived the capital requirement, If the Board did waive the
canital requirenent and adnitted the bank with a capital of only one-~fifth
of the ninimun prescribed by law, the bank apparently could continue to
operate the branch it already had, but after heconing a nember bhank it
could not establish even one additional branch without increasing its
capital to $500,000,

Furthornore, although the Board could, under the existing provisions
of law, waive the capital requirements for a bank with deposits of $1,000,-
000 or nore, it could not do so in the case of o bank having lower devposits,
As a consequence, another bonk in Iowa with a capital of $100,000 and de—
posits of, say, $500,000 and operating an out-ofwcity branch could not come
into nembership under the walver provision; that is to say, the smaller bank
would be required to have a capital of at loast $500,000 to be adnitted to
nenbership, while the larser bank night, throush the exercise of the waiver
by the Board, be admitted with n capital of only $100,000,

Net only are the special capital requirenents applicable to branch syg-
tons such as to render numerous nomuenber bhanks ineligible for membership
in tho Federal Reserve Systen bubl thesc requirenents also discrininate
against national banks as compared with State bamks, and ngainst a

national bank in a populous State as compared with a national
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bank in a State with less vopulatlon. These provisions, moreover, defi-
nitely make it impossible for both natlional and State meuber banks to
establish branches in locations vhare it might be desirable to vrovide

such facilities either de novo or in replacement of existinzg small banks,

Possivle Modifications in Capital Reguirements of Federal Law. -
Because of the inequities with respect to the capital reguircments for
national and State memboer banks ~hich establish branches, modifications
in the lar have been suggested from tinme to time. For example, it has
been proposed that the law be amended eliminating the requircments:

(1) that a national or Statc member bank vhich establishes branches out-
side the head office city have a minimum capital of 3500,000, 3250,000,
or $100,000, depending on the size of the Statc of location; and (2)
that the sggreogate capital of a bank and its branches shall not be

less than the aggregete minimum capital required for the cstablish-

nent of an equal number of nationnl banks in the various nlaces whore
the bank and 1ts branches are located. For the provisions elininated,
the proposnl would substitute the legal requirements: (1) that a bank

having branchos shall have capital adequate in relation to its deoposit
1liabilitics and other corporatc responsibilities; and (2) that such
capital siinll not be less in any case than the amount reoquired by State
low of State banks operating the snmme number of branches in the places
vhare the bank!s branches arc loeated,

& provision of tie latier caaracter is appropriate if the Federal
Government continues iis policy of permitting each State to define the
extent to which national banits may operate branches within its border,

If, on the other hand, the Federal Goverrment should determine upon a
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national policy with respect %o branch banking, 1t would not be con-

sistent to allow individual States to specify capltal requirements with
respect to national banks operating branches. In such a circumstance
any State could effectively prevent the establishment of branches by

a national bank within 1ts boundaries by setting unreasonably high
capital regquirements. If Federal nuthorities were raguired to fix
different canital requirements in different States because of provi-
sions of State laws, the capltal reguirements would not be determined
solely on the basis of adcquacy.

Mothods of Establishing Branches. - As has been pointed out,

methods by wvhich branches are to be cstabliched are particularly im-
vortant because of the nroblem that ariscs of safegunrding existing
banks. Thoe two methods by which branches can be esteblished are by
organization de nove and by consolidntion rith an existing bank by
purchase of assots or othervisc. Nationnl banking statutecs contain

no provisions as to methods by which branches may be establighed, but
statutes in soveral States specify that branches can be cstablished

in certaln places vhere there arec banks only by consolidating with an
oxisting institution. Many States, however, have no provisions regard-
ing the mothods by which branches may be estnblished.

It would scem that vprobloms as to the methods by which branches
should be establishod could best be handled by leaving o docision in
each casce to the supervisory authorities under general legislative in-
structions that branches should be cstsablished only 'vith due rogard to
the needs of the community for bnnking facilities nnd according to the

methods most appropriate at the time and place.
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Attitudes Toward Extension of Branch Bankiing., - Although the prob-

lems, as thus described, that would arise in the extonsion of branch
banking do not apoear to be insurmountable, 1t 1s important to bear

in mind that the extent to which legislation extending branch banking
can be advanced in Congress or in State lesislatures has depended more
in the oast on the attitudes of bankers and others toward dbranch bank-
ing than it has on its merits as a type of banking structure. 4s a
practical matter, therefore, it is important to study the opinions of
some of the bankers and others who have expressed themselves recently.
Excernts from statements of these in recont yesrs indieating their
opinions on branch banking are given in Appendix V.

In view of the nature of the branch banking controversy, and the
circumstances under which it hns developed, it is extremely difficult
to attempt a brief and accurate swmary of the vicws of those who have
exprassed thomselves with roeference to the extension of branches., Yot
when the situation is viewed broadly certain things apnear fairly clenr.

In the first place the greatest opposition up to now hns come from
two extreme sources - (1) country banks in smaller places and (2) large
banks in metropolitan arcas of New York and Chicago. Writing in 193%2
Mr. Edmund Platt commented with rofercnce to this point as follows:

"....It is somewhat amusing to find that branch banking while

vociferously opposed by somec country bonkers has nlso becon

strongly opposed by many of the big city bankers, including

New York bankers (scc the testimony of Mr. Tigein, Mr., Davi-

son, a1d Mr. Mitchell beforc Senator Glass' Cormittee). The

country bankers arc afraid of the city banks and the city banks

arc ~frnid of the country banks. In reality, the latter have

rmmuch the nore reason to be afraid. Consolidntion of country
banks can and would tnke some of their big business.!" 1/

l/V"Branch Banking: A Reply," Journal of the American Bankers Associa-
tion, August 1932, p. el
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At tho prescnt tine it appears on the basis of the statements
guotod in Appondix V thaet opinions with rofercnec to on extonsion
arc somcwhnt ns follows:

1, Metrovoliten bankeors in New York arc rmorc favorerbloe
to an cxtension of breonch banlking within limited
arcrg ond those in Chieage arc lcss opposcd than
fornerly., Recent ovidunce, however, in Chicago is
much less ndequnte than in Now York, Somc »f thosc
in ¥ew York n~nd Chicago whe formerly strongly op-
poscd branch bening arc no longer in importint
positions end the vicws of their successors opperr
to be differont,

2. Mojority opinien emong group bhankors npperrs to
fovor hromch banking as profersbls to group banl--
ing. In the VWest m‘-d South the larger group banl-
crs prefer branch banking whilc thosc in the Enst
arc less favorsble te bronch banling.

3, Banlkers in scvoral reoscrve citics scen fovornble
to an cxteonslon of branches under propor safcgucrds,

4, Opinion of country bnnkcrs is divided but the op-
position eopeears somowhat less violont than in the

p 1st.  In two of thu most importont anti-branch
bonliing Stotes - Town and Wisconsin - nodified
branch benk lcgislation hes boen adopted reecontly
to ruplace freilitics lost through bonlt suspon-
sions, 1In 1936, howcver, tho onti=branch banlkors
under the protection of dopesit insurence, in-
crcrsed thelr cfforts to regrin thoir reeomtly
lost ground by using the crganizotion »f indepen-
dont bankers to vigorously opnose brench bonking,

3. Some poarts of the banlting press cra bocoming in-
creasingly nilitant cgainst the growth of hranch
bonkting and arc pronoting orgenizations onong in-
dependent benkers to opnosce jiore vigercusly tho
furthoer cxtonsion of brenches. In one or two
inetoncos the more nilitmt press 1s influcnced
groatly by coditors lmown to be very antegonistic
to bronch benlking,
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6. Nunercus State bankers! associations ns well as

special groups of unit bmlzers have expreossed
opposition to a proposal introduced in Congress

in the spring of 1937 to wmernit national brnks

to opernte branches ovor State lines, This bill,
vhich was introduced by Scnator McAdoo on lny 6,
1937, would allow a national Dank to ostablish

and operatc a new branch at any place within the
Foderal Regerve district in which such hank hasg
its prinecipal office, with the exception that no
branch nay be operated in any State wnless the
lars of such State anthorize State banks to ovnerate
branches, The iatcrin conniittee of the American
Bankers Association and the vpresident of the State
Bank Divigion of the Ancricm Bankers Associabtion
have also expressed their opvnosition to this pro-
rosal, The interim comnittcc favors the continun-~
tinon of State autonomy in the oxtension of hranch
banking,
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FEDTRAL AND STATE LAYS RELLTING TQ 3RAICE BAVKING

FROVISICHS OF THE WATIONAL 3AMK ACT, 1927-193%5, AND OF
DIFFERZNT DR.FTS OF TiE GLASS BIZI, 1932-1933, AND
BANKING ACT OF 1933 RELATING TO REAVCH BANKING

McFadden Act, 1927

Secs 5155, The conditions upon which a national
banking association may retain or establish and operate
2 branch or branches are the following:

(a2) A national banking association may retain
and operate such branch or branches as it may have in
lawful operation at the date of the approval of this
Act, and any national banking association which has
continuously maintained and operated not more than
one branch for a period of more than twenty-five years
immediately preceding the approval of this Act may con-
tinue to maintain and operate such branch.

(b) If a State bank is hereafter converted into
or consolidated with a national banking association,
or if two or more national banlking associations are
consolidated, such converted or consolidated associa-
tion may, with respect to any of such banks, retain
and operate any of their branches which may have been
in lawful operation by any bank at the date of the
approval of the Acte.

(¢) A national banking association may, after
the date of the approval of this Act, establish and
operate new branches within the limits of the city,
town, or village in which said association is situated
if such establishment and operation are at the time
permitted to State banks by the law of the State in
guestion.

(d) No branch shall be established after the date
of the approval of this Act within the limits of any
city, town, or village of which the population by the

last decennial census was less than twenty-five thousand,

No more than one such branch may be thus established
where the population, so determined, of such municipal
unit does not excced fifty thousand; and not morc than
two such branches where the population does not exceed
one hundred thousands In any such municipal unit where
the population excecds one hundred thousand the deter-
mination of the number of branches shall be within the
discretion of the Comptroller of the Currency.
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(e) Yo branch of any national banking association
shall be established or moved from one location to another
without first obtaining the consent and approval of the
Comptroller of the Currency.

(f) The term "branch" as used in this section shall
be held to include any branch bank, branch office, branch
agency, additional office, or any branch place of busi-
ness located in any State or Territory of the United
States or in the District of Columbia at which deposits
are received, or checks paid, or money lent.

(g) This section shall not be construed to amend
or repeal section 25 of the Federal Reserve Act, as amended,
authorizing the establishment by national banking asso-
ciations of branches in foreign countries, or dependencics,
or insular possessions of the United States.

(h) The words "State bank," "State banlks," "bank,®
or "banks," as used in this section, shall be held to
include trust companies, savings banks, or other such
corporations or institutions carrying on the banking
business under the authority of State laws.

Drafts of the Glass Bill

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

S. 3215,
(¢) A national banking association may, after the
date this paragraph as amended takes effoct, establish

and operate new branches within the limite of the city,
town, or villagc, or at any point within the State in
which said association is situated, if such cstablishment
and operation are at the timec permitted to State banks by
the law of the State in quostion; except that no such asso-
ciation shall cstablish a branch outside of the city, town,
or village in which it is situated unless it has a paid in
and unimpaired capital stock of not less than 31,000,000,
Every such association which shall ecstablish any such
branch outside of the city, town, or village in which the
association is situated shall set aside for the use of

that branch a total amount of capital at least egual to

the minimum capital required by law for the organization

of a national baniking association in tne place in whicn
such branch is situated. The aggregate capital of every
national banking association and its branches shall at no
time be less than the aggregate minimm capitel regquired
by law for the establishment of an cqual number of national
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banking associations situated in the various
places where such association and its branches
are situated,

S. 4115

(c) A national banking association may, with
the approval of the Federal Reservc Board, after the
date this paragraph as amended takes effect, estab-
lish and operate new branches within the limits of the
city, town, or village, or at any point within the
State in which said association is situated, if such
establishment and operation are at the time permitted
to State banks by the law of thec State in question:
Provided, That, if by rcason of the proximity of such
an association to a State boundary line, the ordinary
and usual business of such association is found to cx~
tend into an adjacent State, the Federal Reserve Board
may permit the establishment of 2 branch or branches
by such association in an adjacent State but not beyond
a distance of fifty miles from the seat of the parent
bank. o such association shall establish a branch
ocutside of the city, town, or village in which it is
situated unless it has a paid-in and unimpaired capital
stock of not less than $500,000. The aggregate capital
of every national banlting association and its branches
shall at no time bc less taan the aggregate minimum
capital required by law for thc cstablisiment of an equal
number of national banking associations situated in the
various placcs where such association and its branches
are situated.

5. W12

(c) A national banking association may, with the
approval of the Federal Reserve Board, establish and
operate new branches within the limits of the city, town,
or village, or at any point within the State in which
said association is situated: Provided, That, if by
reason of the proximity of such an association to a State
boundary line, the ordinary and usual business of such
association is found to extend into an adjacent State,
the Federal Reserve Board may permit the esteblishment
of a branci or branches by such association in an adjacent
State but not bveyond a distance of fifty miles from the
place where the parent bank is located. No such associa-
tion shall establish a branclh outside of thae city, town,
or village in which it 1s situated unless it has a paid-
in and unimpaired capital stock of not less than $500,000.
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Section 5155 Revised Statutes as amended by Banking
Act of 1933 and Banking Act of 1935.

Sec. HlE5, e conditions upon which a national
banlkting association may retain or establish and operate
a branch or branches are the following:

(a) A national banking association may rectain
and operate such branch or branches as it may have in
lawful operation at the date of the approval of this
Act, and any national banking asscciation which has
continuously maintained and operated not morec than onc
branch for a period of more than twenty-five years
imnediately preceding the approval of this Act may con-
tinue to maintain and operate such branch.

(b) If a State bank is hercafter converted into
or consolidated with a national banking association,
or if two or more national banking associations are
consolidated, such converted or consolidated association
may, with respect to any of such banks, retain and operate
any of their branches which may have been in lawful opera-
tion by any bank at the date of the approval of the Act.

(c) A national banking association may, with the
approval of the Comptroller of the Currency, establish
and operate new branches: (1) Within the limits of the
city, town or village in which said association is situated,
if such establishment and operation are at the time express-
ly authorized to State banks by the law of the State in
question; and (2) at any point within the State in which
said association is situated, if such establishment and
operation are at the time authorized to State banks by the
statutc law of the State in question by language specifically
granting such authority affirmatively and not merely by im-
plication or recognition, and subject to the restrictions
as to location imposed by the law of the 8tate on State
banks. In any Statec in which State banks arc permitted by
statute law to maintain branches within county or greater
limits, if no bank is located and doing business in the
rlace where the proposed agency is to be located, any
national banking association situated in such State may,
with the approval of the Comptroller of the Currency, es-
tablish and operate, wilthout regard to the capital require-
ments of this secction, a seasonal agency in any resort
commnity within the limits of the county in which the main
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office of such association is located, for the purpose

of receiving and paying out deposits, issuing and cash-
ing checizs and drafts, and doing business incident therc-
tot Provided, That any permit issued under this sentence
shall be revoked upon the opening of a State or national
bank in such community. Except as provided in the im-
mediately preceding sentence, no such assoclation shall
establish & branch outside of the city, town, or village
in which it is situatecd unless it has a paid-in and un-
impaired capital stock of not lcss than $500,000: Pro-
vided, That in States with a population of less than one
million, and which have no cities located therein with

a population excesding one hundred thousand, the capital
shall T not less than $250,000: Provided, That in States
with a population of less than one-half nillion, and which
have no cities located therein with a population exceeding
fifty thousand, thc capital shall not bc less than $100,000.

(d) The aggregate capital of every naticnal banking
association and its branches shall at no time be less than
the aggregate minimunm capital required by law for the es-
tablishment of an cqual number of national banking asso-
ciations situated in the variomns places wherc sucih associa-
tion and its branches are situated.

(e) Mo branch of any national banizing association
shall be established or moved from one location to another
without first obtaining the consent and approval of th
Comntroller of the Currency.

(£) The term “branch" as used in this section shall
be held to include any branch banly, branch office, branch
agency, additional office, or any branch place of business
located in any State or Territory of the United States or
in the District of Columbia at which deposits are received,
or checks paid, or rwoney lent.

(g) Thais scction shall not be comstrucd to amcand or
repeal section 25 of the Federal Reserve Act, asz amended,
authorizing the establisliment by national banking asso-
ciations of branches in foreign countrics, or dependencics,
or insular possessions of the United States,

(h) The words "Statc bank," "State banks," "bank,"
or "banks," as uscd in this section, shall be held to in-
clude trust companics, savings banizs, or otlher such cor-
porations or institutions carrying on the banking busincss
under the authority of Statc laws.
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June 1, 19%6

States wherc may +
not be.established
except by congol-

idation

States where may
not be establish
ed except in
places without a
other bank

States without require-
ments as to consolidation
or exlstence of another
bank

States wherc mey
not be established
except by consol-
ntidation or in
places without an-

other bank
A B J C D

Montana
*N.J.(out-of-town  Arkansas 2 *Conn. (out-of-town) Als,

for banks and  *Ind.(out-of-town) Idaho 5 Arizona

trust companies) Iowa 2 *Me, (cutside same Calif,
*Ohio (outside *Ifiss. (places or adjoining *Conn. (intra-city)

same county and under 3100 for counties) 6 ~ Del.

outside contig-  branches, under *Mass.{out-of-town) D.C.

uous city) 1 3500 for offices)*N.Y.(out~of-town) Ga,
¥t.(intra-city) *N.C.(offices) *Ore.(places below *Ind. (intra-city)
*Va,(out-of-town *N.Mex.(outside 50,000) La.

places under

50,000)
Unflicated 1
Also in coleD _4

Total )

same county) 2
*S.D.(offices) 3
Wis.

Unduplicated

Also in col.D

Also in cols,C&D
Total

*Pa, (out-of-town) & *le. (same or adjoining
*S.D. (places under counties) 6
15,000) 3 “Jid.
*Utah (cities not of *Mass. (intra-city) 7
"first class") 9 Mich.
*Wash. (out-of-town)*Miss. (places over
10 3100 for branches,
over 3500 for offices)
Nev,

*N.J. (intra-city
bks., tr.cos.
svVgs. bks.)

*N.Mex. (same county) 2

*W. Y. (intra-city)

*, C. (branches)

*Ohio (same county or
contiguous city) 1

*Ore. (places above
50,000)

*Pa, (intra-city) 7

R.I.

S5.Co

S.D. (places over
15,000) X 3

Tenn.

*Utah (cities of the
"first class") 9

*Vt, (out-of-town)

*Va. (intra-city, out-
of-town places
over 50,000)

*Wash. (intra~city) 10

for
and

3 Unduplicoted 1 Urduplicoted 1
L also in col.D &  4also in col. & g
_1also incols.EZ&D1  also in col. B
8 Total 10  Also in col., C 8
also in cols.B&C 1
Total 30

(See notes on next page)
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(Linitations as to size of city or area in which branches may be estab-
lished not shown except to extent necessary to explain appearance of State
in wmore than one column., The term "consolidation'" is used to include
merger, purchase of asscts, etc. The term "office" is used to include

all additional banlking offices which have limited powers. States having
provigions for offices are identified in footnotes. Provisions regarding
Morris Plan banks and industrial banks are not shown. Certain provisions
of State law are ambiguous or susceptible of different constructions, and
the classifications in this summary do not necessarily represent autlorita-
tive interprctations of the various statutes.)

*

1

W

10

Digitized for FRASER
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Indicates States appearing in more than one column.

May not ecstablish outside same county or outside contiguous city, except
nay "maintain and operate as a branch bank" a bank, waich on Jan, 1, 1935,
was "affiliate" as defincd in Ped. Bkg. Act 1933,

Officcos only.

Moy not establish branch in place under 3,000 with cxisting bank excepi by
consolidating with all banks in place, or in place between 3,000 and 15,000
with 2 or wore banks excopt by consolidating with a banlk. O0Officecs also per-
nitted but must be discontinued if banlt authorized in same place.

Offices only; in place "not having adequate banxing facilities", but not
permitted within ¥ miles of another baniz or office.

May not establish in place with another bank except by consolidating with
a banlkt or obtaining consent of all banlts in placc. Bank in place with
other banks may not he consolidated as branch unless in operation 5 years.
May not establish outside same or adjoining counties in place where there
is State bank except by talkking over a unit banlz or branch.

May not establish out-of-town branches except by consoclidation or in place
"not having coimiercial banking facilitiesg."

May not establish out-of~town branches unless corrmnity is "without banizing
facilities or * * without banking facilities other than an institution"
talkken over in establishing branch.

May not establish in place with another bank except by consolidating with
a bank or obtaining consent of all banks in place; but such consent not
necesgary "in cities of the first class". Unit banz in place with other
banks may not be consclidated as branch unless in operation § years.
Provisions regarding rmtual savings banks not clear and not covered.

Federal Reserve Bank of St. Louis



- IX -

SULHARY OF STATE LaWS REGaRDING SIZE OF PLaCE IV WHICH BalK
BRANCHES OR OFFICES MaY BE ESTABLISHED
June 1, 1936

(Indicates only actual prohibitions based upon size of place wherc branch or
office is to be established. Does not show mere restrictions such as restric-
tion that branches or offices be established in places of certain size only
by consolidation or where no other bankz. Limitations as to areca of branch
banlzing not shown, cXcept to extent necossary to indicate actual prohibitions
based upon size of place. The ternm "office" ig used to include all additional
banking offices which have limited powers. Certain provisions of State law
are ambiguous or susceptible of diffecrent constructions, and the claszifica-~
tions in this sumnary do not necessarily rcpresent authoritative internreta-
tions of the various statutes.)

States restricting establish- States with no logislation restricting
nent to places of certain size cstablishment to places of certain size
Alabama 1 Arizena Nevada
Delaware 2 arkansas (officecs) New Mexico (officcs)
Georgia 3 Californis North Carolina
Indiona U Connecticut Ouio
Migsissippi (offices and District of Columbia Oregon

branches) 5 Icaho Ruiode Island
Tiew Jersey 6 Iowa (offices) Soutih Carolina
New York 7 Louisiana South Daliota
Pennsylvania 8 liaine (offices and branches)
Virginia 9 liaryland Tennessece
Wisconsin (offices) 10 Massachusetts Utah

Michigan Vernont
Hontana Weshington
Total - 10 Totel - 25

1 Intra-county branches not pernitted except in counties over 250,000,
2 Intra-city branches not permitted except in placcs over 100,000,
3 Intra-city branches not pernitted except in places betwecn 80,000 and 125,000,

and in places over 200,000,
4 Intra-city branches not pernitted except in places over 50,000.
5 Not clear, but apparently intra-city offices prohibited in places under 10,000,

and apparently intra-city branches prohibited in places under 3,100,

Not clear, but apparently intra-city branches of banks and trust companies
prohaibited in places under 20,000 and intra-city branchcs of savings banks
prohibited in places under 25,000,

7 Hot clear, but apparcntly intra-city branches of banks and trust corpaniesg
not pernitted except in places over H0,000; apparently branches of savings
banks prohibited, cxcept that one intra-city brancl peruiitted in "city
of first class.”

8 NWot clcar, but apparently intra~city branches prohibited cxcept in "city of
the first class or the sccond class."

9 Branches outside same or adjoining county not poruitted in places under 50,000,

[ea)

10 Offices only. Not clear but apparcently ray not establish offices outside
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home office trade area whici: is also within 25 wiles of home office, except
riay ecstablisi in own county and also in any adjoining county under 16,000.
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SUMMARY OF STATE LAWS REGARDING kINIL.UM CAPITAL REQUIREMENTS
FOR ESTABLISHING BANK BRANCHES OR OFFICES
June 1, 1930

States with minimum capital {or capital and surplus) requirements to begin
branches or offices irrcspective of requirements bascd on
indiyldual branches or offices,

States rcquiring|States rcquiring{Statos requiring|States requiring|States roguiring
$50,000 to $100,000 to $200,0C0 to $BO0,000 to $1,000,000 and .
$99,999 $199,999 $249,999 $999,999 over
*Arig, 1 *Idaho 5 *Wash. (gane *¥lice (trs co3e [%Ala. &
*La. 2 *Miss, (branches) county) outside sanc | *Conn. (bks.
Mont. *3,D. (branches) or adjoining and trs. cos.)
*Neve 3 *Utah 6 counties) 7 *Orc, (bkse ==
VaJl *Orc. (tr. cos. outside cer-
without de- tain arca or
posits —-- if home county
outside cer=- over 200,000)
tain arca or
if home county
over 200,000)
*Wash. (outside
\ sar.e county)
Unduplicated 2 |Unduplicated O {Unduplicated O [Unduplicated O (Unduplicated O
Duplicated 3 |Duplicated 4 |Duplicated 1 |Duplicated 3 |Duplicated 3
Total 5 Total i Total 1 Total 3 Total 3

States requiring age
gregate capital (or
capital and surplus)
necessary to organigz
banks in locations
of head office and
branches or offices

States having niscel-

laneous requirencnts

bascd upon individu-

'al branches or of-
fices

*C0alif.(out-of-town
branches of bk.) 9

*Conn. (out-of-town
branchics bks. or

tr. Cos.)
*Idaho §
lid,

*Miss. (branches)
Ohic 10

*Ore.,
Penn.
S. C.
*S, D. {branches)
* Wash.

11

Unduplicated U4
Duplicated 7
Total 11

FAriz.l

*Calif.(intra-city
and out~of-town brs.
of tr.cos.; intra-
city brs.of bks.)9

*Ind.(intra=-city hrs.
in places over
50,000)12

*La. 2

*lice (tre COSe-=-sare
or adjoing coun-
tics) 7

Miche 13

*Neve 3

*¥NeJe (bkse,tr.cos.,
savings banks) 14

N.Y. 15

*¥N.C.(branches) 16

*Utah 6
Unduplicated 2

Duplicated lg
Total 12

States reguiring
capital and/or sur-
plus equal to per-
centage (10% unless
otherwisc indicatcd)
of deposits if bank
nas branchicg or of-
fices

States without ad-

ditional capital re-

guirercnts to estab-

lish branches or of-
fices

*Conn.{savings bks.]

*liass e

*N.J. (sav.bks, )1l

*N.Co(brs. and of-
fices)16

*Ore.(foreign bks.
witih branches in
State)

Unduplicated O

Duplicated 5
Total 5

Arke. (offices)

Del.

D.C.

Ga.

*¥*Ind.(except intra-city
brs. in placcs over
50,000) 12

Iowa (offices)
*c. (sav. bks.) 7
*Mass. (sav. bks.)
*iss, (offices)

N (offices)

R. I.
*S. D.

Tenn.

Vte

Wisc,

(offices)

(offices)

Unduplicated 10

Duplicated 5
Total 15

(votes for this table on following vpacge)
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(Limitations as to area of branch banking not shown except to extent necessary

to
to

explain appearance of State in more than one column. The term “office" is used
include all additional baniing offices which have limited powers. Certain pro-

visions of State law are ambiguous or susceptible of different constructions, and
the classifications in this summary do not necessarily reprcsent authoritative
interprctations of the various statutes.)

*

RS

L

5

10

11

13
14

15
16

Indicates States appearing in more than one colum.

$50,00Q capital and surplus, plus $15,000 capital and surplus for cach branch,
$50,000 capital to cstablish one branch, with sliding scalc for additional
branches until scven branches are permitted with capital between $250,000 and
$300,000, and one additional branch for cach additional $100,000.

$60,000 capital and surplus to establish one branch in head-office county,
$25,000 additional capital and surplus for cach additional branch in hcad-office
county and for cach branch outside hcad-office countye.

$%50,000 capital and surplus to establish intra-city branches, not clear as to
other situations.

Presont national opanit requircncnts incorporated by referencc. This reguircs
aggregate capital sufficicnt to establisli national banizs in places of tiie hore
office and branches and, with present population (445,000} of Idaho and largcst
city thercin (21,5UU), $lO0,000 minirun capital in any cvent.
$50,000 capital and 3100,000 casital and surplus; not uorc than onc brancl for
each $50,000 capital.
Trust corpany to establish branches in sanc or aljoining countics, rmust have
capital sufficicent to or.anize in place with 2 population as .reat as the total
populations of tihe places where the lione office andl all branclies arce locatedl; to
establish branchos outside sane or adjoining countics wmust have 500,000 capitale.
No eiditional capital reguired for brs. savin, s banlis.
$1,000,000 ceapital an’ surslus, olus $250,000 canitnl and surglus for cach branch,
To establish intra-city brancihes of ban’: or of trust coipsny, or out-of-town
boanches of trust company, tust have $50,000 canital for cmel branch in zdlition
to calital requircetd to organize in place where hweal offict is located., To cs-
tnblizh out-of=town branches of banlz, in adlition to capital reguired to orcanize
in place where head office is located, rust have sufficient capital to organize
banks in places wherc branches are located.
In =2%ition to capital regquirel to organize in place wherc heal office is located,
rust have specified  anwount for cacli branch, viich anount is bascel upon size of
nloce waerc brancin is located and is sarie as that required to or.anizc a banlt in
such place.
For cach branch in place un’er 5,000, only 50% of ca.ital and surplus reguircd to
establish bank in that placce nced be added,
Not iiore than 1 intra-city branch in place over 50,000 periitted for cach 3225,000
capital and surplus. Apparently no regquircrient for other branches,
Caoital and surplus sufficient for a bank "in the larzer of any city in which
such branches or its principal office iay be established.”
Although not clear, ajparently in adlition to capital rcquired to organizc in
place where head office is locatel, rust hove $50,000 capjital for each branch

. banlk, $100,000 capital for each branch if a trust coumany. avin, s banl
establishing branch ust have surplus equal to 5% of “onosits and, in allition,
$50,000 surplus for cach branch,
Althou:: not clear, apparently in ad-iition to canital roguiret to orsanize in
place where hea” office is locatedl, :mst have $100,000 ca-ital for cach branch.
With $1,000,000 capital and 50% surlus ney cstablish any nunber of branches;
with less nust have at least $25,000 cauital for parcnt bani plus spoecified
arount for cach branch bascd on sizc of place where brancl: located., However, ne
baniz ey establish atiiticnal dbranches unless 1t .aintains one to tén ratio of
capital and surplus to -“cposits. With one to ten ratio of capital an? surplus
to dcposits, officcs 13y be established in places witlout banking facilitics.
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MINIMUM CAPITAL STOCK AND/OR SURPLUS REQUIRED TO
ESTARLISH OUT-OF-TOWN BRANCHES IN VARIOUS STATES
UNDER STATE LAYV AND UNDER PRESENT PROVISIONS OF
EOTION 5155 OF REVISED STATUTES OF UNITEZD STATES,

(Linitations as to the size or population of a city or area in which a
parent institution nust be located before branches may be established

are not shown in the following summary.

The swmary alsc does not show

linitations as to the size or population of a particular city or area
in which branches may be established, restrictions as to number of
branches, or restrictions that branches may e established in par-
ticular places only under certain circunstances, such as by consoli-
dation, absence of banking facilities in proposcd locations of branches,

etc,.

The anounts of capitsl stock and/or surplus nentioned as being

required under the State laws have been deternined only upon the basis
of information which is available fron the present records of the Bonrd
of Governors of the Federal Reserve Systen, and certain provisions of

the State laws are ambiguous
Accordingly, the infornation

or susceptible of difforent constructions.
ags to the situation in th

various States

nay not be currently representative in all cases and does nnt neces-
sarily represent authoritative interpretations of the State statutes.)

Minimum capital stock and/or
surplus required of nonmcmber

Minimum capital stock (no
surplus necessary) required

Stato banks and trust companies to lof State member banks and
establish out—of-town branch trust companiles and national
under State law, banks to establish one out-

of-town branch under section
5155 of Revised Statutes,l/
Alabana, $1,250,000 capital stock and $500, 000
surplus for banks and trust
companies. 2/
Arizona $65,000 capital stock and sur— $250, 000
plus for banks and trust
companies. 3/
Arkansas $10,000 capital stock for $500, 000
(Branches pro- banks; $50,000 copital stock
hibited; but out- | for trust companics,
of-town offices
with linited bank-
ing functions per-
nitted)
Galifornin $100,000 Meapital! for brnks $500, 000

nnt transncting trust
busincss,

2150,000 M"eapital! for trust
conpnnics. 5/
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Minimum capital stock and/or
surplus required of nonnember

Minimun capital stock
(no surplus necessary)
required of State nmon-
ber banks and trust

State banks and trust companies to companies and national
establish out=of-=town branch banks to estnblish one
under State law, out=nf=town branch

under section AlH5 of
Revised Statutes, 1/
Colorado

(Branches prohibited)

Connecticut $1,200,000 capital stock and sur— $500, 000
plus for banks (other than savings
banks) and trust companies. 6/
Surplus not less than 1/10 of de= $500, 000
posits for savings bank to es-
tablish "one or norc branches",
Apparently savings banks nay be
organized without capital stocke.
Delaware (Out-of-
town branches not
authorized)
District of Columbia
(Out—=of=town branch-
es not authorized)
Florida }
(Branches prohibited)
Georgia
(Establishnent of
out=of=tovm branch-
es apparently pro-
hibited)
Idaho $100,000 capital stock for banks $100,000
and trust companies. 7/
Illinois
(Branches prohibited)
Indiana $25,000 capital stock for banks $500, 000
and trust conpanies, 8/
Iowa (Branches pro- | $10,000 capital stock for banks $500, 000

hibited; but out~of
town officcs with
linited banking
functions pernitted)

and trust companies. 9§/
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Minirmun capital stock and/or
surplus required of nonnember

Minimunm capital stock
(no surplus nccessary)
required of State mene
ber banks and trust

State banks and trust companies to conpanies and national
establish oute-of-town branch banks to establish one
under State law, outwof-~town branch

under section 5155 of
Rovised Statutes. 1/
Kansas

(Branches prohibited)

Kentucky
(Branches not author—
ized by law)

Louisiana

$50,000 capital stock for banks
and trust companies.10/

$500, 000

Maine

$100,000 capital stock for trust
company, including ore with
banking powers., 11/

No additional capital stock re-
quired of savings banks and
apparently savings banks nay be
incorporated without any capital
stocks:

$250, 000

Maryland

Apparently $50,000 capital stock
and $10,000 surplus for banks.12/
Apparently $125,000 capital stock
and $25,000 surplus for trust
companies. 12/

$500, 000

Massachusetts

350,000 for trust company to es—
tablish "one or nore" branches,
provided its aggregate capital &
surplus is not less than 1/10 of
its total deposit liability. 13/
No particular anount of capital
stock specified for savings banks
to establish "one or nore" branch-
es, and apparently savings banks
nay be incorporated without any
capital stock,

$500,000

Michigan

$200,000 capital stock and $4,000
surplus for one or nore branches
of banks. 14/

Trust companies as such ap-
varently not authorized to egw-
tablish out-of-towa branches,

$500, 000

Minnesota
(Branches prohibited)

Missigsippi

$125,000 for banks and trust
cornpanies, 15/

8500, 000
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Minimnm capital stock and/or

surnlus required of nonnecnber
hanks and trust companies to

cstablish out=of=town branch

undor State law.

Minimun capital stock (no
surplus necessary)required
of State nenber banks and
trust companies and national
tanks to establish one out-
of-town branch under section
5155 of Revised Statutes. 1/

Penngylvania

Apparently baks rust have $754~
000 capital stock and surplus
equal to 50% of comron cepital
stock, 23/

Loparently trust corpanies rust
have $150,000 capitsl stock and
surplus equal te 50 per cent of
cormon capital stock. 23/

$500, 000

I

Rhodo Island

No additional amount of capital
stock or surplus required of
banks md trust companies,.
Apparently, no particular
anount of capital stock or sur-
plus specified for organization
of bank or trust company.

$500,000

South Carolina

Apvarently $50,000 capital
stock for hanks, 24

Trust commanics agparently not
authorized to esteblish bronch
brnks,

$500, 000

South Dakota

Aoparently $130,000 for banks,
25/

$250,000

Tennogsce

$20,000 crnital.stock f£or
benks, 26/

$100,000 cnpitnl stock and
~aoparently $20,000 surnlus for
benks esccubing trusts. 26/

$500, 000

Texns (Branches vprohibited)

Utnh

"Paid-—in copitnl of not lcss
than $50,000 and n 2aid-in
cnital and surnlus of not loss
than 3100,000" for bankse2]/
Estoblishnont of out=of-towmn
branch by "loan ond trust cor-

noration' rohivited,

$500, 000

Vernont

Mo particular anount of copital
stock or surplus required for
sovinss bonks. 28/

$25,000 canital stock for trust
commonics. 28/

$100, 000

Virsinia

$50,000 crpital stock for
bonks and trust comanics, 29/

$500, 000

Washington

$200,000 cnnital stock for
bonks and trust commnnies.30/

$500, 000

West Virginia

(Branches prohihibed)
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State

Minirun capital stock and/or

surplus required of nonmemnber
banks and trust companies to

estobligh ocut=of-town branch

under State law,

finirmun capital stock
{(no surplus necessary)
required of State nen—
ber banks and trust
companies and national
banks to establish ono
out=of-towm branch
under section 5155 of
Revised Statutes. 1/

Missouri
(Branches prohibited)
Montana $75,000 capital stock for banks $250, 000
and trust companies,
Nebraska
(Branches prohibited)
Nevada 860,000 capital stock and sur- $100, 000
plus for bank and trust
company. 16/
New Hampshire
(Branches not
authorized)
New Jersey $100,000 capital stock for banks; $500, 000
$200,000 capital stock for trust
conpaniess 17/
New Mexico $25,000 for bank, and $100,000 $100,000
(Brenches prohibited; | for trust conpany., 18/
but agencies with
linited banking
functions pernitted)
New York $125,000 capitnl stock for bank; $500,000
$200,000 capital stock for
trust company. 19/
North Carolina Apparently $50,000 capital stock 3500, 000
for banks and trust conpanies.2)/
North Dakota (Branches
not authorized)
Ohio $70,000 "ecapital" for bamks, $500, 000
Apparently $135,000 "capital®for
trust comnpanies transacting only
"a trust busincss" 21/
Oklahona (Branches
not authorized) _
Oregon Apparently $25,000 capital stock
plus $25,000 capital stock andfor 4500, 000
b ’

surplus for "bank or trust com-
pany." 22/

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



~ xif -

Minimum capital stock and/or
gsurplus required of nonmember
State banks and trust companies to

¢ establish out—-of-town branch
under State law,

Minimum capital stock
(no surplus necessary)
required of State mem-
ber banks and trust
companies and national
banks to establish one
out—-of-town branch
under section 5155 of
Revised Statutes. 1/

Wisconsin $30,000 capital stock for banks, $500, 000

(Branches prohibited;| 31/

but "receiving and $50,000 capital stock for “trust
paying station" with | company banks" 31/

limited banking
functions permitted)

Wyoming
(Branches not author-
ized)

Digitized for FRASER
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l/SECTION 5155 QE REVISED STATUTES., - The aggregate capital of every
member bank (State and national) and its branches shall at no time be
less than the aggregate minimum capital required by law for the es-
trblishment of an equal number of national banks situated in the
various places where such member bank and its branches are situated,

2/ALABAMA, - $250,000 additional capital stock and surplus for each
additional branch,

3/ARIZONA. - $15,000 additional capitsal stock and surplus for each
additional branch,

L/ARKANSAS. - No additional capital stock or surplus is required to
establish outwof=town office with limited banking functions., Bank

nay be orgmized in "towns" of less than 1,500 population with cepital
stock of 310,000, Trust company in "county" of less than 40,000 penvle
may be orgmized with capital stock of $50,000. A higher proportion of
capital stock is required for organization if the population exceeds
these figures, until a maximum of $200,000 is required for banks in
cities with 50,000 or more inhabitants, and 3100,000 for trust con-
panies in "county" of over 50,000 populatiecn,

5/CALIFORNIA. - Bank not transacting a trust business, in addition to
eapital" required to organize in place where head office is located,
must have "eapital' required for organization of banks in locations of
branches. Trust company nust have $50,000 "capital' for each branch,
in addition to "capital! required for organization in place wherc head
office is located. Bank may be organized with capital of $50,000 in
Yeity or locality" in which population does not exceed 25,000 persons.
Trust conpany nay be organized with capital of $100,000 in Ycity", the
population of which does not exceed 100,000 persons, In larger places,
a higher proportion of capital is required for organization, until a
nmaxirum of $300,000 is required for banks in a cityaof over 200,000
people, and $200,000 for trust companies in a city which has in excess
of 100,000 persons.
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6/CONNECTICUT, ~ For each branch, bank (other than savings bank)
and trust company must have capital stock and surplus sufficient
to operate bank or trust company in place of establishment of
branch, in addition to combined capital and surplus of $1,000,000.
Bank and trust company may be organized with common capital stock
of $100,000 and surplus of $100,000 in "towns or cities" of less
than 50,000 inhabitants; for places in excess of 50,000 population
a common capital of $200,000 and a surplus of $200,000 is required
for the organization of a banlk and trust company.

7/IDAHO, - State law incorporates by reference requirements of
section 5155 of Revised Statutes.

8/INDIANA. ~ Apparently no ndditional capital stock or surplus is
required to establish out-of-town branch, Banks and trust companies
noy be organized with capital stock of $25,000 in places not exceed-
ing 3,000 inhabitants. In larger places, a higher proportion of
capital stock is requirecd for organization, until ~ maximum of
$200,000 is reached for Ya city or town® of more than 75,000
inhabitants,

9/I0WA, - No ndditional cnpital stock or surplus is required to
cstnblish out—of-town office with limited bnnking functions. Banks
and trust companies may be orgnnized with capital stock of $10,000
in places not exceeding 3,000 population, A higher proportion of
copital stock is required for organization in places with a larger
population, until a maximun of $100,000 is necessary for "ecities
and towns" having over 15,000 pcople,

10/LOUISIANA. ~ $50,000 of capitnl stock to establish one branch,
with larger sliding scale of capital stock required for additional
bronches, until seven branches are pernitted with capital stock
botween $250,000 and $300,000. Tor cach edditional branch, $100,000
more capital stock is necessary.

11/MAINE. - A trust company must have capital stock required for
organization in place with a population as great as the total popu-~
lations of the places where the home office and all branches are
located. A trust company may be organized with a capitnl of $50,000
in a town or city of not more than 5,000 inhabitants, Higher por-
centages of capitnl stock are ruqulrcd to organize o truot company
in larger places, until a naxinum of $200,000 is necessary for a
Utovm or city" of rore than 30,000 inhnabitants,

12/MARYLAND. - In cnse a bank establishes "a branch or branches!
oubside of the city irn which it is locafted, the capital stock and
survlus requirenents for the organization of a bank Yshall be con-
plied with, by adding to the cnpital and surplus of the parent
1nst1tut1on, the anount that would be requirad" under such re-
guirenents "if such branch or branches were separatelv incorporated",
A bank nay be orgmized with a copital stock of $25,000 and a surplus
of 35,000 in places of less than 15,000 inhabitaonts., 4 higher capital
stock and surplus is requlred for organization as the nopulation in-
creases, until a maximun of $500,000 crpital stock and $100,000 sur-
plus is necessary for a city or town of more than 150,000 population.
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YIn the event that any trust company hereafter establishes
& branch or branches outside of the city, town or village in which
it ig now located, it shall add for each branch established, to its
paid-in-capital the following sums and twenty per cont (20%) thereof
as additional surplus"; $25,000 in towms ~r villages having less than
15,000 inhabitants; 375,000 in towns or villages having less than
15,000 and up to 50,000 inhabitants; $100,000 in towns or cities hav-
ing more than 50,000 and less thnn 150,000 inhabitants; and $500,000
in cities having nore than 150,000 population; "unless the surplus
and paid—in-capital of such trust company is already sufficient
under the present conditions of the law to provide the surplus and
capital required by atrust commany hercunder doing business in the
city, town or village in which it nay be located, and for branches
in cities, towns or villages in which it proposcs to egtablish
branches",

4 trust conpany nay bc organized with a capital of $100,000 and
a surplus of $20,000 in a city or town the population of which does
not exceod 25,000 inhabitants., A higher proportion of capital stock
and surplus is required to incorporate in larger cities or towms,
mtil a naximm of $750,000 capital stock and $150,000 surplus is
necessary for a city of 250,000 or nore population,

13/MASSACHUSETTS., —~ Trust company nay be organized with capital stock
of 850,000 in "town" not exceeding 6,000 population. A higher pro-
portion of capital stock is required in larger M"eity or town', until
a naximn of $200,000 is required for city or town over 50,000 people.

14/MICHIGAN, - To cstablish out-of-town branches, bank rmst have
Ucapital and surplus of an anount sufficient *** to transact its
business and naintain offices in the larger of any city in which such
branches or its principal office nay be established¥, Bank noy be
organized with capitdl stock of 320,000 .nd surplus of 34,000 in
place of 1,500 or less population, A higher proportion of capital
stock and surplus is required for larger places, until a naxinun of
3500,000 capital and $100,000 surplus is necessary for places over
300,000 people,

;5/MISSISSIPPI. ~ For each branch, bank and trust conmpany rmust have
$100,000 of capital stock, plus capital stock equal in "an anount not
less than the minimun reguired capital for a unit bank in the nunici-
pality in which the branch bank shall be established", A bank or
trust company nay be organized with a capital of $25,000 in a place
of 6,000 or less population; a capnital of $35,000 in a place of nore
than 6,000 but not more than 10,000 people; and a capital of 350,000
in places excceding 10,000 population, Banks and trust conpanies nay
also establish out-of-tomm Yoffices" under cortain circunstances "and
no additional capitnl shall be required therefort,

;é/NEVADA. - 825,000 additional Ycanital and surplus" for each addi-
tional branch,

17/NEW JERSEY. - Although not clear, apparently in nddition to capital
stock required to incorporate, bark mst have $50,000 capital stock,
and trust company $100,000 capital stock, for each branch, Bank
apparently required to have $50,000, and trust company $100,000, of
capital stock to incorporate, resardlcess of location,
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18/NEW MEXICO. - No ndditional capital stock is required for bank

and trust conpany to establish "an Agency or Agencics!" with linited
bhankine functinns, Bank and trust company, wherever located, nay

be organized with capital stock of $25,000 and $100,000, resvectively.
19/NEW YORK. -~ Althoush not clear, apparently in addition to capital
stock required to organize in place where lead office is located, bank
and trust company must have $100,000 capital stock for each branch,
Bank may be organized with capital stock of $25,000, if located in
place of 2,000 or less population, Trust company may be organized
with capital stock of $100,000, if place of its location has a popue
lation not exceeding 25,000 inhgbitants. A higher vroportion of
capital stock is required for larger places, until the maximum re-
quirement for banks is $100,000, if located in place exceeding 30,000
people, and for trust companies $500,000, if located in place with
population in excess of 250,000,

20/NORTH CAROLINA, — Although not clear, apparently bank and trust
company must have at least $25,000 capital stock, plus (1) $25,000
capital stock for each branch established in place of 3,000 or less
population; (2) $30,000 for each branch estnblished in place of more
than 3,000 but less than 10,000 population; (3) $50,000 for ench
branch established in place of more than 10,000 but less than 25,000
population; (%) $100,000 for each branch established in place with
population exceeding 25,000,

21/QHIO. ~ In addition to “eapital! roquired to orgenize in city or
village where head office is located, bk must have specified amount

of Yeapital®" for ench branch, which amount is based upon size of place
where branch is located and is samo as that rcquired to organize a

bank in such place. A bank may bo organigzed with a Ycapital® of 335,000
in a village of 5,000 or less populantion., 4 higher proportion of organi-
zation capital is required of banks in larger "towns and cities", until
a maximum of $100,000 is necessary for cities having over 25,000
inhabitants,

Although not entirely clear, apparently a trust company trans—
acting only Ya trust business", in additicn to the capital required for
organization ($100,000 wherever located), must have for each branch the
same additionnl capital specified for a bank to establish a branch in
the particular location,

22/OREGON, - "Any bank or trust company” nay "establish one or more!
branches within the designated areas, "vrovided, that the unimmaired
capital and surplus of such bank or trust company is equal to the
aggregate mount which would be required by law to organize banks in
those places wherce the nain office and branches arc to be located",
Avparently, no surplus is required for the organization of "banks'!;
but a"bank or trust conpany" nay be organized with a Yeash canital
stock" of $25,000 in cities and comrmnitics having a population of
3,000 inhabitants or less, Higher percentages of Y“ecnsh canitnal stock!
are required to organize a "bank or trust company" in larger places,
until a naximm of $200,000 of "cach capital stock" is necessary in
cities and corrmnities having a population which cxceeds 50,000
inhabitants.,
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2% /PENNSYLVANIA. - M"Unimpaired capital and unimpaired surplus,
respectively", of bank or trust company :mst not be Y"less than
the aggregate cmwo ital and surplus, resmectively, required *&*

for the incorporation of such number of sinilar institutions, as
is equal to the total number of its places of business, ineélfding
such branch bank", However, "if any nlace of business included
in such total number is located or is to be located in a borough
or township" of 5,000 or less population, not more than 50 per
cent of "the capital and surplus, respectively, required ***nced
be included for such particular place of business in the ageregate
capital and surplus respectively required",

A bank or a trust company noy be organized in a "borough
or township" of 6,000 or less persons with a capital stock of
850,000 and 3100,000, respectively, and "a surplus equal fo at
loast fifty per centum of its common copital’, The requirenents
for orgmnization are higher in larger places, until a naxinunm capi-
tal of $200,000 for banks, and $300,000 for trust cormpanies, to-
gether with a surplus of 50 per cent of comnon capital, is nccessary
for a "city, borouzh or tewnshiph which has a population of rore
than 50,000,

QE/SOUTH CARQLINA, ~ Althouzh not clear, apparently bank, in addition
to its then existing canital stock, nust have, "for ecach branch es-
tablished", capital stock required to organize bank in places vhere
branches are located., A bank may be organized with a "enqdbal® of
£25,000 in places of 3,000 or less inhabitants. Higher proportions
of capital are required in larger places, until a maxinum of $100,000
is necessary for cities with nore than 10,000 inhabitants,

25/SOUTE DAKOTA. - A bank must have n Yempital stock of not less thw
the aggregate ninimun capital required by law for the establishnent
of an equal number of banks situated in the various places where such
bank and its branches are situsted and not less than one hundred
thousand dollars", A bank may be organized with a capital of $15,000
in cities or towns of 1,500 or less inhabitants. In larger places,
higher percentages of capital are required for the organization of

a bank, until a maxinun of $50,000 is necessary for cities over 5,C00
inhabitants. It is not clear whether trust conpanies nay establich
branches, but "any bank or trust company" nay "establish an office!
with limited banking functions, apparently without any additional
capital stock or surplus.

26/ TENNESSEE, ~ No ~dditional capital stock or surplus is required
to establish out-of—-town branches. 4 bank as such nay be organized
with a canital stock of $20,000 in ftowns or villages of less than
1,000 inhabitants. Higher percentages of capital stock are required
in largzer places for the organization of a bank as such, until a
noxirun of $200,007 is necessary in towns or cities having 50,000 or
nore population, A bank executing trusts apparently must have 3
capital of at least $100,000 "and a surplus equal to twenty per cent,
of its capital stock to orgamize, regardless of its location,
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27/UTAH, ~ "No bank shall establish more than one branch for
each 350,000 of its paid in capital,"

28/VIRMONT, ~ No additional capital stock or surplus is required
to establish out-of=town branches. Apparently, savings banks may
be incorporated without any copital stock, Trust companies, re-
gardless of location, may be orgmized with a capital stock of not
less than $25,000,

29/VIRGINIA, ~ No additional capital stock or surplus is required
to establish out—of-town branches, 4 bank may be organized with n
capital stock of $50,000 in a place of 25,000 or less inhabitants,
To organize a bank "in any place, the population of which exceeds
twenty-five thousand inhabitants, the mimimum capital stock required
to igsue a charter shall be increascd nbove fifty thousand dollars
in the ratic of five thousand dollars =dditional capital stock for
gach ton thousand inhabitmmts by which the population of such nlace
may exceed twenty-five thousand inhabitonts", 4 trust company, re-
gardless of location, may be incorporated with a capital stock of
at least $50,000,

30/WASHINGTON, ~ The aggregate capital stock of "every bank or trust
company operating branches shall at no time be less than the aggregate
of the minimum capital required by law for the establishmont of an
equal number of banks or trust companies in the cities or towns where-
in the principal office or place of business of such bank or trust
company and its branches are locatedl,

A bank may be incorporated with a capital of $25,000 in cities
of less than 5,000 population, A trust company may be incorporated
with a capital of 850,000 in cities or communities of less than
25,000 persons, Higher percentages of capital are required for the
incorporation of banks and trust companics in larger places, until
a maximm of $150,000, in the case of a bank, and $200,000, in the
case of a trust company, is necessary for cities having a population
of 100,000 or more,

%1/WISCONSIN, -~ No additional capital stock or surplus is required to
establish receiving and paying stations with limitod bnking functions,
4 bank may be orzanized with a capital of $30,000 in towas or villages
having 5,000 or lcss inhabitants, Higher perceatages of capital stock
are required for the orgmization of a bank in largzer places, until

a maximum of $200,000 is necessary for a city having a population of
200,000 or more irnhabitmts. 4 trust company, in order o organicze,
mast have a capital stock of not less than 350,000 in cities of less
than 100,000 inhabitsnts, and a capital of at least $100,000 but not
exceeding $5,000,000 in cities of 100,000 or more inhabitants,
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TABLE 1. NUMBER OF 3aNKS (1).45D 524NCHES OR ADDITIONAL OFFICES BY STATES
December 31,1935

States classified ac~ {Total Number of banks operating branches or additional cffices
cording to law {(June 1, |numbder Confined to Cutside head office city
19%6) regarding branch | of’ Total  |head office Confined to | Beyond head office | Beyond head office
barking all city Total head office county in contigu-~ county in noncon-
o anlcs county cus counties | tiguous counties
J. States authorizine
State-vide branch
banking
Arizona 15 5 - 5 2 1 2
California 2lg 38 9 29 1€ Y 7
Connecticut 121 i 3 1 - 1 -
District of Columbia 21 11 11 - - - -
Ideho 60 5 - 5 1 - L ‘
Maine 71 19 2 17 2 g - bt
Haryland 185 23 g 15 10 I 1 e
Michigan 473 36 20 1o 12 2 2 .
Nevada 10 2 - 2 1 - 1
North Carclina 214 35 3 33 11 1k g
Oregon 9l 3 - 3 1 - 2
Rhode Islend 23 11 3 g & 1 1
South Carolina 104 5 1 Y 1 1 2
South Dakota (3) 199 5 - 5 - 2 3
Utah 59 4 - Y 1 2 1
Vermont 76 8 - 8 5 3 -
Virginia 320 37 7 30 20 & 2
Washington 180 g 1 7 2 2 3
Total - 18 2,475 260 68 192 99 54 79

(Fotes for this table on page xix.)
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TABLZ 1. NUMBER OF BAWKS (1)AND BRANCIES OR ADDITiOWAL OFFICES BY STATES (continued)

December 31, 1935

States classified ac-

Total

cording to law (June 1, |number
1936) regarding branch of

banking

all
banks

Numbgr of banks operating branches or additional offices

Confined in

Cutside head office city

Total head offiece

‘ Confined to

city ; Total ’ head office
' county

Beyond head office
county in contigu-
ous counties

Beyond head office
county in noncon-
] tiguous counties

IT.Strtoe anthorizing bronches

within limited areas

Lrkansas(2)
Iowa (2)

Mississinpi (3)

Vontana

New Mexico (2)

New York

Ohio

Pennsylvania

Wisconsin (2)
Total - 9

Alabama
Indiana
Louisiana
Massachusetts
Tew Jersey
Tennessee
Total - 6

Delaware
Georgia
Total - 2

Total - 17

Statcs permitting branches beyvond county Thond Pfficeﬂbui not State~wide

221 - 1) 1 1
658 93 - 93 70 23 -
209 21 - 21 13 6 2
120 - - - - - -

Iy 4 - L 2 1 1
762 76 64 12 7 5 -
688 3l 13 21 20 1 -

1,091 37 32 5 4 1 -
608 67 6 61 Ly 17 -

4,398 338 115 223 164 55 N

States limiting branches to county of head office
216 3 - 3 2 - 1
511 30 8 22 21 1 -
150 26 6 20 19 - 1
20l Lo 35 7 6 1 -
395 4g 36 12 10 1 1
322 20 L 16 13 1 2
1,798 169 g9 £0 71 R 5

States limiting branches to city of head office
us 6 2 Y 1 3 -
230 9 2 1 4 2 )3
325 15 4 11 5 5 1
6,521 o2 208 31k 2o Bl 10

(Notes for this table on page xix.)
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(1) APPFITDIX II
TARLE 1. NUMBER OF BAFKS' ~/AND BRAWCHES Ux ADDITIOHAL OFTICES BY STATES (continued)
December 31, 1935

States clagsified ac- | Total | Number of banks ovnerating branches or additional offices
cordiing to law (June 1, |aumber { Confined in Qutside head office city
1936) regarding branch of Total | head office Confined to Beyond head office | Beyond head office
baniing all | city Total | head office county in contigu- county in noncon-
| banks ! | g county 1 ous counties ! tiguous counties
IITI. States Hrohibhiting braanch banking by statute
Colorado 156
Florida 19
Illinois gge
Kansas 724
Minnesota 685 2 2 - - - -
Missouri &9l
Webraska 437 2 2 - - - -
Texas AT
West Virginia 180 2 1 1 1 - -
motal - © L, 791 6 5 1 1 - -

IV. States with no legislation rezardine branch hanting

Yentuckv (L) L%z 14 b 10 7 3 -
Tew Harmshire 55 1 - 1 - 1 -
Torth Dakota 20% 1 - 1 - - 1
QOFlahoma Los
Throming 9
Total - 5 1,165 16 Y 12 7 n 1
Total - A1l States 14,952 &ol 285 519 3Ly 122 50

(Notes for this table on wpage xix.)
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(1) APPENDIX II
TABLE 1. NUMBER OF BANKS ~ ' AND BRAWCHES OR ADDITIONAL OFFICES BY STATES (continued)
December 31, 1935

States classified ac- | Total Wumber of banks operating branches or sdditional oifices
cording to law (June 1, [number { Confined to Qutside head office city
1936) reggrding branch of Total | head office | Confined to Beyond head office | Beyond head o:fice
banking all city Total head office county in contigu- ’ county in noncon-
| banks | | 1 | county out counties | tiguous counties

Geozraphic divigions of
United States (Census)

New England 550 £5 Uz Lp 25 16 1
M¥iddle Atlantic 2,24z 161 132 29 21 7 1
Bast North Central 3,152 167 L7 120 97 21 2
West Horth Central %, 600 103 b 99 70 25 L
South Atlantic 1,490 120 35 ok Lg 32 1k
Tast South Central 1,120 he g 50 35 10 5
Test South Central 1,650 32 6 25 23 1 2
Yountain 520 20 - 20 7 L 9
Pacific 523 Lg 10 39 21 6 12
Total-United States 1U,952 gokt 265 519 347 122 50
Types of banks
National 5,386 181 116 o5 31 12 22
State member 1,001 1h3 102 uy 23 12 6
Tonmember 8,505 Ugo 67 413 293 98 22
Total - State 14,952 8ol 265 519 347 122 50
Mutual savings 507 g0 66 14 11 3 -
Private 13¢ Y - i I ~ -
All banlks -~ United
States totals 15, 657 888 351 537 362 125 50

(Yotes for this tablec on pase xix.)
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APPEHDIX II
TABLE 1. NUMBER OF BANKS (1)AND BRANCHES OR ADDITIONAL OFFICES 2Y STATES {continued)
December 31, 1935

States classified ac-~ 1 Number of bLranches or additional offices

cording to law (June 1, N Head Qutside head office city

1936) regarding branch Trtal office Total Head office Contiguous Noncontiguous
banling ] v city __county | counties | counties

I. States authorizing
State-wide branch

banking
Arizona 21 ~ 21 6 11 Y
California 794 ol 553 78 108 367
Connecticut 9 4 5 1 l -
District of Columbia 30 30 - - - -
Idaho 26 - 26 2 g 16
Maine 58 3 55 30 25 -
Maryland 75 35 b1 21 1k 6
Michigan 141 120 21 17 2 2
Vevada 7 1 5 2 3 1
orth Carolina g9 7 g2 2L 3Y oL
Oregon b2 11 31 2 % 26
Rhode Island 38 17 21 14 ) 3
South Carolina 21 3 18 1 1 16
South Dalota (3) 15 - 15 Y 5 6
Utah 10 1 9 1 4 L
Verrmont 12 - 12 9 3 -
Virginia 64 21 43 31 10 2
Washington ly 14 30 4 S 17
Total -~ 18 1,497 508 989 ouy 2lg Lok

(Wotes for this table on page xix.
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TABLE 1. IR oF =avrs’ Y am sravce
Decemper 31, 1935

APPENDIX 11

TS OR ADDITICNAL OFFICES RBY STATES (continued)

States classcified ac-~

Mumber of branches or 2dditional offices

—

cording to law (June 1, Petal Head Outside head office city
19%6) regarding branch - office Total Head office Contiguous Foncontiguous
banking ! ! city county counties ! counties

II. States authorizinz dbranches within limited areas

Arkansas (2)
Iova (2)

Mississinni (3)

iontans

Yew Mexico (2)

New York

Ohio

Pennsyvlvania

Tisconsin (2)
Total - 9§

Alabama
Indiana
Louisiana
“fassachusetts
Wew Jersey
Tennessee
Total - 6

Delaware

Georgis
Total - 2
Total - 17

States permitting branches bevond county of head office but not State-wide

6 - 6 i 1 1

125 - 125 9¢ 27 -
Lo - 40 19 13 %

5 - 5 3 1 1

506 591 15 9 6 -
169 130 39 30 3 -
91 g5 6 4 2 -
105 18 g7 69 18 -
1,147 gok 323 242 71 10

States limiting branches to couniy of head office

22 3 19 2 5 9

47 19 28 27 1 -

Rl 23 2e 25 2 1
110 Q1 19 18 1 -
11k 91 23 21 1 1
Ug 18 70 14 7 o)

92 ols 147 110 17 20

States limiting branches to city of head office

12 2 10 b 6 -

oL 10 1l 5 2 1

36 12 2L Q 3 7
1,575 1,081 hol 361 96 37

(Notes for this table on page xix.)
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(1) APPENDIX II
TABLE 1. NUMBZR OF BAVKS'™/AND BRANCHES CR ADDITIONAL OTFTFICES BY STATES (continued)
December 31, 1935

States classified ac-

Humber of braanches or additional offices

cording to law (June 1, : Head | Outside head office city
1936) regarding branch Total office l Total | Head office Contiguous [ Noncontiguous
banking city ! county counties | counties

III. States prohibiting branch banking by statute

Colorado

Florida

Illinois

Kansas

Vinnesota 5 £ - - _ _
Vissouri

Nebraska 2 2 - - - -
Texas

West Virginia 2 1 1 P - -

Total - 9 10 9 1 1 - -

IV. States with no lemislation recarding branch bankinz

Eentucky (4) %0 19 11 g 3 -
Wer Hamnshire 1 - 1 - 1 -
North Dakota 1 - 1 - - 1
O¥:lahoma

Tyoming

Total -~ 5 32 19 13 8 i 1
Total - All States 3,114 1,617 1,497 617 34g 532

(Notes for this table on page xix.)
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(1) APPENDIX T1
TABLE 1. HUMBZR OF BAITKS'~/AWD BRANCEEZS OR ADDITI
December 31, 1935

OAL OFFICES BY STATC

S (contirued)

States classified ac- - Number of branches or additional offices
cording to lav (June 1, o Head Qutside head office city
1936) regarding branch | %1 | office | Total | Head office Contiguous Noncontiguous
banking city county ; counties counfties
Geoaravhic divisiong of
United States (Census)
New England 228 115 113 72 38 3
7iddle Atlantic 811 767 Ly 34 9 1
Tast North Central 462 287 175 1lg ol 2
West North Central 14g g 11 102 32 7
South Atlantic 318 109 209 87 67 55
Tast South Central 140 4o 100 Lu6 28 26
West South Central 57 23 3 29 3 2
Fountain 69 2 67 14 27 26
Pacific 880 266 61h gh 120 410
Total-United States 3,11k 1,017 1,497 617 34g 532
Types of banks
Tational 1,302 686 6luz 96 115 432
State member g”2 770 182 gl 66 32
Yonmerher 333 161 672 437 167 62
Total - State 3,018 1,617 1,b97 Sy 348 532
tutual savings 129 111 18 14 4 ~
Private b - 4 L - -
All banks - United
States totals 3, 247 1,728 1,512 635 352 532

oN

~
b

—

(1) Mutual savings and private baniks arc excluded in State totals.

(2) States authorizing by statute only the operation of Moffices," "agencies," or "stations" for limited
nurposcs, as distinzuished from "branches. "

(3) States authorizing by statutc the operation of Moffices," "agencics" or "stations!" for limited purposes
and branches with full power.

(4) States permitting by judicial decision the operation of "Woffices," Magencics," or "stations" for limited
PUTPOSCS.
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APPENDIX II

TABLT la. - NUMBER OF BANKS OFZRATING BRANCHES AND NUMBER ANWD LOCATION OF BRANCHES
BY CLASSEZS AND STATSS, DECEIETR 31, 1935

Number of Banks Number of Branches Location of Branches n
| Wational State member Normember
To_ |Na- IState!on |oo_iNa- [State|on |Eead|Head|Con-| Non- |Head Head|Con- [Non- [Head Head|Con-|Non-
L0~ . . . t
State ta1 [Hon- mem- mem- 4.1 ti®m-| mem- |mem- of- |of- |tig-| con- |of- |of- tig~ |con~ |of- |of- [tig-|con-
al | ber lver “Tlal ber |ber fice|fice|uous| tig- [fice|fice|uous |tig- |ficelficelous |tig-
icoxm‘ coun-1 uous cour- | Coun—~ juous zCO‘dfx— cour- iuous
’ty lties! coun- ty |ties |coun- Ity ties jcoumn-
L | |11 ties ties | ties
Alabanma. 301 1 1422 6 1 15 303 1 1 5 9
Arigzona 5 2 3121 15 6 3 g 3 i 2 1
Arkansas 6 516 & 1 1
California 38 11 g 16 1794 615 136 43} 163 35 71 345 72 18 33 13 6 oh 4 g
Connecticut b2 2 g 3 6 3 1 1 )
Delaware 6 2 Loae 2 10 2 4 €
Dist.of Col. 11 5 2 bl 30 17 5 gl 17 5 g
Georgia g 3 3 3 | 24 15 6 3 & 2 7 4 1 1 2 1
Idaho 5 3 1 1] 26 10 1k 2 2 L 4 % 11 1 1
Indinna 30 5 1 bl hr 5 12 30 5 12 2 o7 1
Iowa 9% 93 [125 125 98 27
Kentucky 4 3 1 10 | 30 17 1 12} 17 1 1 g 3
Louisiana 26 5 1 20 | B1 27 1 23] 21 3 2 1 1 1 22
laine 12 3 5 11 1 58 4 27 27 1 3 12 15 2 15 10
Maryland 23 2 Y 17 1 76 5 25 ITS 5 23 2 7 21 12 6
Massachusetts 42 18 1k 10 1110 60 35 151 57 3 2bh m1 10 4 1
Michigan 36 11 9 16 |1 53 52 36 W 7 1 1 |51 1 5 9 1 1
Minnesota 2 2 6 6 6
Mississippi 21 1 20 | 4o 1 39 1 18 13 g
Nebraska 2 2 2 2 2
Nevada 2 2 7 7 1 2 3 1
New Hampshire 1 1 1 1 1
New Jersey Yg 14 22 12 {114 32 58 24l 24 7 1 ug 9 1 {19 5
New Mexico 4 4 5 5 3 1 1
New York 76 27 35 114|606 182 379 Usi 176 3 3 374 4 1 551 2 2
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APTENDIX II

TABLE la.(Continued) NUMBER CF BANKS OPERATING BRANCHES AND NUMBEE AND LOCATION OF BRANCHES
BY CLASSES AND STATZS, DECELBER 31, 1935

Number of Banks

Number of Branches

Location of Branches

! National State member Nonmember
State To- |Na— Ste To— |Na- State |Non | Head | Hend |Con-—- {Hon-- Head [Con-— Non— |Head [Head {Con- {fon~
£al [tion- [men— tn1 |tion-| mem- juen-jof- |of- |tig-jcon- of-- |tig- con~ of- |tig-|cor—
al ber al ver |ber|ficei{ficeousltig- fice ltuous tig- fice{uous |tig-
CHAN HCOUN-10UsS coun— coun—~ uous COUR-{C0UN-~U0USs
vy ties |coun- ty tieg [COun- ty ties|coun-
ties ties ties
Worth Carolina 36 2 2 32 89 5 7 771001 1 3 1 1 3 4 22 33 18
North Dakota 1 1 1 1 1
Ohio 3w g 10 16 | 169 33 115 21| 29 4 14 3 12
Oregon 32 1 o g 1) 11 1 3 26 1
Pennsylvania 37 16 12 9 g1 37 39 15} 36 1 2 2 1
Rhode Island 11 3 2 6 38 8 19 11| 6 2 6 4 3 5 6
South Cerclina 5 1 1 3 21 15 1 51 1 1k 1 101 2
South Dakota 5 b 1 15 1h 1 & 4 6 1
Tennessee 20 4 16 hg 17 311 16 1 13 7 g
Utah ¥ 3 1 10 9 1l 1 1 3 Y 1
Vermont g 2 6 12 2 10 1 1 g 2
Virginia 37 6 2 29 64 1k 7 42| 9 3 2 6 1 28 & 1
Washington g 5 1 2 by 37 5 2] 11 2 7 17 3 1 1 1 1
West Virginia 2 2 2 2 1 1
Wisconsin 67 2 Y 61 | 105 1k 5 86| 14 2 3 2 66 18
TCTAL . r )] o
AL STAT=S 804 181 143 3114 1,329 952 833|686 of 115 L32 gl 66 32 437 167 68
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APPENDIX IT
TABLE 2. LOANS AND INVESTUVINTS AND IEPCSITS OF ALL BATES MDD OF RANES OPTRATIHG
BRAINCHZS OR ADDITIONAL OTFICTS =Y STATES l/
December 31,1935
(Dollar amounts in thousgands of Follars)

Loans and Invistments
! Banlzs operating branches or additional offices
All { }Conflnpd to Outside head office city
banks | Total head office Confined to |Bevond head office |Bevondived offics
| city Total head office lcounty in coantigu~ |county in noncon
i county | ous countics jtignuous counties
States authorizing State—-wide branch bankine
Arizona U, 602 28,668 - 2¢,56% 3,980 2,069 22,619
California 3,117,079 2,630,%70 Lot, 867 2,223,709 189,983 15,235 2,017,451
Connccticut 435,135 106,151, 76,560 29, 601 - 29,601
District of Columbia 207,010 158,623 156, 623 - - -
Ideaho 56, 0ll 32,103 - 32,10% 749 - 31,354 !
Maine 171,472 7,857 7,016 50, 841 19,140 43,701 -
Maryland ihg, 551 265,151 22%,591 U1,56C 10,364 ol 59 6,499 |
Mickicon g5¢,915 564,316 Urs | 656 108, 650 97,552 3,9lz 7,130
Nevade 18,024 11,436 - 11,435 1,325 - 10,111
Forth Carolina 255, 6lg 120,455 11,317 109,141 i, o3k 12,302 92,505
Oregon 185,212 135,084 - 135,064 720 - 13k, 36k
Bhode Island 263,750 223,140 10,010 21%,130 95, 6306 19,751 93,743
South Carolina 75,755 33,925 Y, ho7 29,l4gg 1,58k 705 27,209
South Dakota (3) o, 73k 15,210 - 15,210 - 1,576 13,334
Utah gk, 354 32,562 - 32,502 7,156 12,129 13,277
Vormont 101,37k 1€, 666 - 18, 666 ¢,96¢ %, 69¢
Virginia 375,420 1%5, 440 55,211 80,229 19,130 28,960 32,139
Tashington 29%, 517 1£5,103 2,721 162,382 10,35 13,237 156,775
Total - 1& 7,045,556 4,764,479 1,411,999 3,352,450 L75,718 215,909 2,660,853

(Notes for this table on page xxvii.)
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APPENDIX IT
TABLE 2. LOANS AND INVESTVENTS 47D DEPCSITS OF ALL BANKS AND OF RAITKS OPERATING
BRANCHES OR ADDITIONAL OFFICES BY STATES 1f(continned)
December 31, 1935
(Dollar smounts in thousands of dollars)

Loans and Investments

Benks operating branches or additionnl offices
A1l ronfined ol Outside head office city
banks Total head office Confincd to Beyond hend office [ Berond head office
L ’ T 2 1 Sy -y A MO0
city Total hend office pounty in conitigu—~ | county in noacon-
coun vy ous countics tiguous counties

II. States authorizing branches within limited areas

States permitting branches beyond county of head office btut not State-wide

Arkonsas (2) gl 184 1,862 - 1,862 1,290 159 413
Iowa (2) 406, 282 ", 787 - sk, 787 39,517 15,270 -
Hississivpi (3) 113,127 15,387 - 15,387 5,356 5,52 b u72
¥ontana 83, 864 - - - - - -
Tew Mexico (2) 27,082 1,899 - 1,899 547 28g 1,06k
Wew York 10,562,224 g, 725,640 8,373,026 352,614 184,778 167,836 -
Ohio 1,491,120 £08,900C 305, gult 503,146 280,909 222,237 -
Pennsylvania 3,732,479 1,420,599 1,238, 644 181,955 21,359 100,596 -
Tisconsin (2) 600, 214 21k, 27¢ 178,127 36,151 27,130 9,021 -

Total -~ 9 17,110,576 11,2u3,442 10,095,641 1,147,801 560,916 580,936 5,949

States limiting branches to counity of head office

Alabama 173,290 30, 70U - 39, 704 38,752 - 952
Indians, 503,969 115,430 100,352 15,078 14,471 607 -
Louisiana 255,973 162,241 146,518 15,72% 13,136 - 2,587
Massachusetts 1,345,284 £83,975 523,003 60,912 57,005 3,907 -
New Jersey 1,339,455 676,o6ﬂ 349,586 326,478 287,240 19,101 20,137
Tennessee 309,879 131,679 72,696 5&,08% 40,077 7,124 11,782

Total - 6 3,927,650 2,009,093 1,492,215 516,878 450,681 30.739 35,458

States limiting branches to citr of head office

Delaware 122,511 5,612 55,202 30,370 2,R”1C 27,8560 -
Georgia 265,598 161,336 10,521 150,615 101,3ks 1,005 47,565

Total - 2 %91, 709 206, 950% bR, 763 151,125 103, 655 59,565 L7,865

Total - 17 21,430,135 13,b499,483 11,653,619 1,845,804 1,115,852 gh1,140 9,272

(Wotes for this table on naze —~viil)
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APPETTDIX IT
TABLE 2. LOATS AVT IIVESTVEITS A'D DEPCSITS OF ALL =

December 31, 1935
(Dollar amounts in thousands of dollars)

BAT¥S ATD OF PAVVS OPYRATING
BRAUCHES OR ADDITICIAL OFFICTS BY STATES 1/(contimucd)

Loans and Investmonts

Banks operating branches or additional offices

A11 ! Confined to‘ Outside heed office city
banks Total head office | fonfined to|Beyond head office |Beyond head office
city Total head of fice lcounty in centigu-|comnty in noncon-
| \ | _county s counties Gtiguous counties
III. States prohibiting branch hanking by statute
Colorado 189,313
Florida 186,422
Illinois 2,595, 4.0
Ksnsas iy L'T
Vinnesota 630 016 191,221 191,221 - - - -
ligsouri 269,355
Hebraska 200, 55 10,597 10,597 - - - - !
Texas 779,659 ‘
Test Virzinia 199, 622 1,520 016 60l 60k - - -
— ————— 1
Total - 9 5,93¢, 733 .20%,3%5 202,734 604 6oL - -
IV. States with no lezislation rosnvyding branch banking
Kentucky (U) 343,257 105,665 93,63 12,027 g,309 3,718 -
Tew Hemvshire 72,341 521 - 521 - 521 -
ﬁorth Dalota 54, 570 68 - 68 ~ - 68
Oklakoma 253%,075
Tyoming 3, U5l
Total - 5 757,527 106,454 93,538 12,616 &,309 4,239 65
Total - All States 35,173,351 15,573,754 13,362,196 3,211,564 1, 600 083 &61,265 2,750,193
(¥otes for this table on vasc xxvii.)
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APPENDIX TT

E 2. LOAFS AUD INVESTIENTS AVD DEPOSITS OF ALL BAVXS AWD OF RAWKS OPERATIVG

BRAFCHES OR ADDITICHNAL CFFICES 3Y STATES 1/(contirued)

December 31, 1935
(Dollar amounts in thousands of dollars)

Loans and Investments

Banks operatinge branches or additioxnsl offices

All Confined tol OQutside head office city
banks Total head office| Confined to]Beyond head officel|Beyond head office
city { Total |head office|county in contigu~|county in noncon-
L county | _ous counties |tiguous counties
Geographic divisions
of United States (Census)
Vew England 2,369,357 1,300, %20 916, 6U9 323,571 18K,7H9 104,179 93,743
i7iddle Atlantic 15,634,158  10,822,%03 9,961, 256 g61,047 493,377 347,533 20,13
East North Central 6,0l49, 729 1,703,014 1,039,979 663,035 420,002 235,813 7,130
Test North Central 2,513,923 271,883 201,318 70,065 39,517 17,146 13,402
South Atlantic 2,142,159 962,065 519, 84% Who,217 139,571 96,129 206,517
East South Central 939, 583 292,635 156,534 126,101 92,524 16,371 17,206 .
TWest South Central 1,7%52,801 164,103 146,518 17,585 14, L2k 159 7,000 L
Hountain Rl45 7i3 106, 668 - 106,668 13,757 14,486 78,425 ¥
Pacific 3,595, 808 2,950, 76% Uog,Rg8 2,541,175 201,070 29,u472 2,310,633
Total-United States 35,17%,351 1%,573,750 13,362,190 5,211,564 1,600,083 861,238 2,750,193

Tvpes of banks

Notional 12,949, 650 8,602,;65 5,582,354 2,020,014  659,L51 151,002 2,209,561
State menmber 10,985,110 g,652, 4o 7,140,526 1,521,923 573,329 513,209 435,325
Honmember 5,238,591 1,308,937 639,310 669,627 367,303 197,077 105,247
Total -~ State %5,17%,3%51 18,573, 754 13,362,130 5,211,56% 1,600,083 861,288 2,750,193
Mutual savings 9,877, Uzl s11,935 4,295,725 116,210 90, 859 25,351 -
Private 528,331 2,684 - 2,68h 2,684 - -
A1l banks - United
States totals U5 575,116 23,082,373 17,757,915 5,33%0,458 1,693,626 886,639 2,750,193
(Yotes for this table on wass xmviil)
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APPENDIX II

TABLE 2. LOJNS AND IWVESTMENTS WD DEPOSITS OF .LL BAWKS AD OF BUNKS OPERATING

BRANCEZS OR ADDITICHAL OFFICES BY STATES 1/(cortinued)

Dccember 31,1935

{Dollar amounts in thousands of dollars)

Denosits

All

banks

Banks operatine bronclecs or additional orfices

Confined to

Qutside hend office city

head office

IConfined to|Bevond head office|Beyond nead office

Total |
|
|

city Totnl hend offico]countf in contigu~|county in noancon-
county z ous counties |tiguous countics

I. States authorizing State—-wide branch banking

Arizona 63,758 Uz, 346 - bp, 346 9,522 3,370 29,454
California 3,5%7,%312 2,967,251 457,651 2,509,63C  2Lo, 065 18,177 2,248,388
Connecticut 508, 722 k2,256 103,220 39,036 - 39,036 -
District of Columbia 292, 354 218,557 218,557 - - - -

Idaho 80,826 42, o5l - Yo, o5l 1,038 - 41,016 |
Vaine 187,006 71,971 7,028 ok, glig 19,133 45, &10 ~ .
laryland 535,443 321,523 271,316 50,207 10,934 33,097 6,176 8
Vichigan 1,192,510 828,833 650, 615 176,216 Y 164 hog 6,016 7,703 “
Hevada 25,813 16,677 16,5717 1426 - 15,251 ‘
Torth Carolina 359,417 161,150 14, gy 146,303 5,913 17,527 122,863
Oregon 2h1, 604 172,397 - 172,397 1,099 - 171, 29¢

Rhode Island 265,102 251,050 10,353 240,597 105,331 21,252 11k, 11k

South Carolina 128,239 58,039 4,909 53,130 1,941 1,033 50,156

South Dakota (3) 8%,829 22,072 - 22,072 - 2,752 19, 320

Utah 136,270 45, 696 - h5,606 12,172 15,860 17,664
Vermont 100,170 18, 060 - 1%, 060 ©,118 g,9k42

Virginia g9, 8l5 200,162 91,346 108,516 21,399 Lo,522 Ll ges
Washington 362,084 239,346 3,792 235,554 15,262 19,609 200, 683

Total - 18 z,6ul, 01k 5,819,470 1,833,634 3,985,836 621,852 275,013 3,088,971

(Wotes for this table on page wwvii.)
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TABLE 2.

APPENDIX II
LOAMS AND IWVESTIENFTS AND DEPOSITS OF ALL BANWKS AVD OF BANKS OPFRATING
BRATCHES OR ADDITIONAL OFFICES BY STATSS (continued)

Dacember 31,

1935

{Dollar emounts in thousands of dollars)

Denosits

All
banks

" Banks operating branches or additional offices

Confined to
head office
city

Total

Cutside hesd office city

Total

|Confined to
head office
county

Bevond head office
tfcounty in contizu-

ous counties

Beyond head office
county in noncon-
ticuous counties

T
[I. States authorizing branches within lirmited areas

Arkansas (2) 144,959 7,374 - 3,374 2,bl2 194 538
Iowa (2) 526,879 70,846 - 70,546 51,515 19,731 -
Mississipni (3) 156,977 20, 653 - 20,653 6,397 7,648 6,608
Montana 133,170 - - - - - -
Tew iexico (2) 43,967 2,806 - 2,808 1,165 366 1,277 i
New York 13,286,53%3 11,232,324 10,333,633 295,601 207,27C 191,421 - b
Ohio 1,595,012 1,050,119 413,257 636,832 333,556 303,176 - <
Penns lvania 4,187,856 1,717,147 1,461,772 255,375 25,022 230,353 - !
Wisconsin (2) 7hl 172 257,124 25 431 41,693 31, 641 10,052 -

Total ~ 9 21,122,525 14,354,395 12,954,123 1,430,272 659, 306 762,541 5,423

States limiting branches to county of head office

Alabame 24k, oo 52,893 - 52,893 50, 862 - 2,031
Indiana 674,673 160, 362 140,56 19,473 13,766 665 -
Louisiana 37517 oho, 144 216,609 23,535 18,387 - 5,1l
Massachusetts 1,761,533 1,221,932 1,143,704 78,228 74,059 4,169 -
New Jersey 1,594, 3ub ghs, 347 439,531 405,516 360,245 23,046 22,225
Tennessee 432,098 177,355 9¢,510 50,845 55,690 9,3u46 15,509

Total — 6 5,051,407 2,096,033 2,037,543 660,490 575,0%1 37, 2ub U5, 213

tates limiting branches to ciiy of hwcad office

Delaware 131,927 g5, 265 63, 6o 71, 623 2,356 29,265 -
Georgia 352,951 229, 40s 15,555 21%,353 132,372 1,062 79,619

Total - 2 514,576 324,673 79,197 ou5, 475 134,730 31,127 g,619

Total - 17 26,716,510 17,407,101 15,070,863 2,336,238 1,372,069 £30,914 133,255
(otcs for this table on va~e --vii )

States permi

tting branches beyvond

county of head office but not State-wide
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APPENDIX II
TABLE 2. LOATS AVD I VEST 'EITS AUD DBPOSITS OF ALL BAWFS AVD OF RAKS OPTRATIIN
BRAJCPES CR 'DDITICYAL OFFICES RBY STATES l/(oontinﬁéd)
December 31, 1935
(Dollar ~mounts in thousands of dollars)

Deposits
Banks operating branches or additional offices
Confined to Qutside head office city
Total head office |Confined to[Berond head office |Beyond head office
} city Total lhead office {county in contigu-lcounty in noncon-
— e e it - county } ous counties |tiguwous counties
ITI. States prohnibiding branch banking by statute
Colorado 291,535
Florida 269, 530
Illinois 3,541,033
Kenses 337, 62U
Miunnesota 509,503 24g, She ohs, Sup - - - - i
issouri 1,296,163 ‘
Hebraska 310,978 13,017 13,017 - - - -4
Texas 1,171,962 F
West Virginia 245 hg3 1,753 1,064 689 689 - - :
Total - 9 8,325,218 26%, 412 262,723 629 6&9 - -
IV. States with no lesislation resarding branch banking
Keztucky {(4) 407,366 132,335 121, 466 16,869 9,421 7,4khg -
Wew Fampshire 76,124 521 ~ 521 - 521 -
¥orth Dalota 71,655 131 - 131 - - 131
Oklahoma 386,093
Wyoming 57.679
Total - 5 998,927 138,987 121,466 17,521 9,421 7,969 131
Total ~ All States UL4,686,969 23,628,970 17,288,686 6,340,284 2,004,031 1,11%,896 3,222,357

(Fotes for this table on page ~vii.)
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APPENDIX II
TABLE 2. LOAYS A'D IIVEST'TUITS AND DEPOSITS OF ALL RAFTS A™D CF RAKS OPIRATING
BRAFCHES OR ADDITIOVAL OFFICES 3BY STATES 1, {cortimed)
December 31, 1935
(Dollar amounts in ‘thousands of dollars)

Deposits
Banks operating branches or additional offices
A1l Confined to Qutside head office city
banks Total head office Confined to|Rerond head office {Beyond head office
city Total head officelcounty in contigu-icounty in noncon-
{ county | _ous counties tieuous counties
Geographic divisions
of United States (Census)

Yew BEngland 2,922,677 1,705,790 1,264, 305 Uk, bgs 207,641 119,730 114,110
Middle Atlantic 19,068,735 13,794,815 12,735,230 1,089,582 592,537 Ll 820 22,227
East North Ceatral 8,056,400 2,326,432 1,450,222 §76,216 5Ue, sel 319,929 7,70%
Test Horth Central 3,435,941 354,708 261,659 93,0u49 51,515 22,033 19,453
South Atlantic 2,839,2.5 1,285,857 681, 236 ook, 621 175, 606 125,316 303, 699

Bast South Central 1,240,601 359,235 17,97~ 171,250 122,370 oL, o ah, e

Test South Central 2,077,53% 243 s1g 210, 6505 25,909 21, 029 194 5,060

I'cuntain §33,018 1he, 501 1hm, 51 25,323 19,596 104,602
Pacific 4,101, 69C 3,379,024 u61,uu3 2,517,541 259,426 37,700 2,620,359
Total-United Staes B4, 526,959 23,625,970 17,2.2,6c56  6,34%0,284 2,004,031 1,113,896 3,222,357

Tipes of banis
Wational 2k, 001 , 793 11,370,521 7,716,425 3,654,093 902,932 164,533 2,566, 628
State mermber 13, ,L,+56 10, 74,476 C,665,05¢0 1,579,407 669,71¢ 602,600 517,089
Nonmember 5,23%%,720 1,51%,973 707,159 £06, 784 431,31 236,763 136, 640
Total~ State Ul 625,960 23,526,970 17,250,686 6,3k0,28h 2,004,031 1,113,596 3,222,357
Yutual savings 9,955,352 b BHG ho L, Lor, 59 123,409 96,209 25,550 -
Private 462,213 2,746 - 2,74 2,74 - -
All banks-United

States totals 55,110,504 26,160,566 21,71k,345 6,466,521 2,103,588 1,140,576 3,222,357

(1) tutual savinzs and nrivate banks are excluded in State totals.
(2) States anthorizing b statute only the operations of "offices," "agencies," or "stations" for limited
purposes, as distinguished from "branches.!

(3)
()

States authorizing by statute the operation of Woffices," "ascncies® cr "gtations® for limited purposes

and branches with full power.

Statcs permitting b judicial deccision the operation of "offices," "agomcies," or "stations' for limited purpcses.
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APPENDIX II
TABLE 2a. - LOANS AXD INVESTMENTS AND DEPO
BY CLASSZS AND STATES, DE

SITS OF BANKS OFTRATING BRANCHES
CTIBER 31, 1935

(In thousands of dollars)

Loans and Investments Deposits
; i
State | Dotal | Nationsl | State | Non- Total | National | Stabe | Hor-
! member i member | i | member : menber

Alaboma, 39, TO% 38,578 174 952 52,893 50,555 307 2,031
Arizona 25,668 22,250 - 6,418 ho, 3l » 32,5 - 9,798
Arkansas 1,862 - - 1,862 3,374 - - 3,374
California 2,630,576 1,883,470 529,587 217,519 2,967,281 2,116,86 621, 3ug 229,064
Connecticut 106,161 59, 240 -~ u6,901 142,256 81,27 - 60,982
Delaware 85,612 - 55, 2u2 30, 370 95, 265 -~ 63,642 31,623
Dist. of Columbin 158,623 g2, Ulp 51,230 14,651 218,557 132,020 67,862 18,675
Georgia 161,336 148,713 11,823 200 229,408 211,330 17,016 1,062
Idaho %2,103 12,632 17,433 1,988 Uo ok 16,323 23,060 2,671
Indiana 115,430 57,092 25,456 32,882 160, 362 gk, 320 30,828 45, 21k
Iowa 54,787 - - 54,787 70,846 - - 70,846
Kentucky 105, 365 80,308 13,530 12,027 138,335 109, 267 12,199 16,869
Louisiana 162,241 143,953 3,857 14,431 oho, 1 21%,395 6,713 20,036
Maine 67,857 12,064 26,580 29,213 71,971 13,081 27,715 31,175
Maryland 265,151 160, 604 56,311 4g, 236 321,523 195,311 75,734 50,478
Massachusetts 883,975 652,888 197,791 33,296  1,221,9%2 938,431 241,955 h1,546
Michigan 56k, 316 7573, 6l 14g, 878 61,794 828,833 558,178 189, 818 80,837
i‘inncsota 161,221 191,221 - - olg, 642 olig, 642 - -
ississippi 15,387 1,234 - 14,153 20,65% 1,340 - 19,313
Nebraskn 10,597 10,597 - ~ 13,017 13,017 - -
Nevads 11,436 11,426 - - 16,677 16,677 - -
New Hampshire 521 521 - - 521 521 - -
Wew Jersey 676,064 209, 764 g, 576 117,724 ghs, 347 280,592 Up1,716 143,039
New Mexico 1,895 - - 1,899 2,808 - - 2,808
New York g,725,640 2,798,985 5,736,506 190,149 11,232,324 3,826,990 7,195,252 21C, 082
Yorth Carolina 120,452 6,857 55,380 58,221 161,150 10,232 71,551 79,367
North Dakota 68 - - 68 131 - -~ 131
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APPENDIX IT

TABLE 2a. (Continued) LOANS AND INVESTMENTS AND DEPOSITS OF BANKS OPERATING BRANCHES
BY CLASSZS AND STAT=S, DECEMBER 31, 1935

(In thousands of dollars)

Loans and Investments Deposits

State Total National | State Hon- Total | National | State Non-

member member member member
Ohio 208,990 307,590 Us2, 708 4g,692 1,050,119 385,598 613, 740 50, 781
Oregon 135,084 134, 364 - 720 172,397 171,298 - 1,099
Pennsylvania 1,420,799 604, 325 723%,086 9%,188 1,717,1ﬂ7 823,733 200,926 g2,lgg
Rhode Island 223,1ﬁo u3,ogo 113, 4ok 5€,616 251,050 50,539 132,366 65,145
South Carolina 32,925 19,841 4 Lot 9,657 58,039 34, 9L ,909 18,18l
South Dakota 15, 210 15,084 - 126 22,072 21,915 - 157
Tennessee 131,679 106,367 - 25,312 177,355 143,658 - 33,697
Utah 32,562 31,558 - 1,004 un, 696 Ul 636 - 1,060
Vermont 18, 666 1,615 - 17,051 18,060 1,788 - 16,272
Virginia 135, 4o 75,338 38,511 21,”91 200,162 122,528 53, 2l49 o4, 385
Washington 185,10% 171,351 11,153 2,599 239, 346 21%,974 17,199 2,173
West Virginia 1,520 - - 1,520 1,75 - ~ 1,753
Wisconsin 214,278 143, 362 40, 716 30,200 287,12 199,995 52,371 3,758

TOTAL

ALL STATES 18,573,754 8,602,368 &,662,449 1,308,937 23,628,970 11,370,521 10,744,476 1,513,973

- QITAXX -
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TABLE 3.

APPENDIX I1I

TIFTY LARGEST BANKS IN THE UNITED STATES AND THE NUMBER OF THEIR BRANCHES
DECEMBER 31, 1935

Qutside head office city
Outside head
Name of bank Location Loans and De it Num?er ?E?d Head oLiies Coﬁgzz
" “r investments pOSLLS © 0111Ceisffice| Con-
branches| city . o tiguous con-
¢ . tiguous
counties ;
counties
1.Chase National Bank New York City 31,}50,205,&0” $2,006,550,722 38 38
2.National City Bank of New York |New York City 1,112,111,976) 1,417,709,698 73 73
%.Guaranty Trust Company Wew York City 1,112,156,000 l,u35,228,000 2 2
4. Bank of America N.T.& S.A. San Francisco 1,06%,558,6501 1,148,751,997 L0 L3 60 317
5.Continental I11. Nat'l Bk.&Tr.CoChicago 782,115,348 1,007,332,45¢8 - —
6.Bankers Trust Company flew Yorl City 6ok, 635,000 877,536,000 2 2
7.First National Bank Chicago 555,857,201 860,409, 743 —— —_
Z.Central Henover Bk. & Tr. Co. New York City 641,361,000 &21,(20,000 13 13
9.First National Bank Boston 379,437,565 575, 305, 299 ol ol
10.Irving Trust Company Wew York City 423 667,000 591,307,000 & g
11.Manufacturers Trust Company New York City 502,189,000 558,305,000 55 55
12.Chemical Bank & Trust Company New York City 435, 747,000 525,609, 000 13 13
1%.Security-First National Bank Los Angeles u66, 8oL, 668 525,127,111 119 64 29 g 18
14.Bank of the Hanhattan Company New York City 346, 282,000 Lig3,173,000 63 63
15.Firet National Bank of the
City of Wew York New York City Lo, 067,739 479,351,272 - —
16.J.P.liorgan and Company New York City *107, 845 000 U72,757,000 —_— -
17.Fhiladelphia National Bank Philadelphia 267,241,687 403,523,696 2 2
18.The National Bank of Detroit Detroit 241, 246 ,k93 368,059, 814 27 27
19.Wew York Trust Company New York City 314,418,000 365,458,000 2 2
20.Cleveland Trust Gompany Cleveland 223,755,000 30%,176,000 5” Lo 9 3
21l.Northern Trust Company Chicago 250,029,000 294,692,000 - —
22.lMellon National Bank Pittsburgh 268,579,258 300,293,147 —— —_
23.Corn Exchange Bank Trust Company |New York City 203,366,000 28l Uiz 000 73 73
24 . Union Trust Company Pittsburgh 281, 21¢, 000 2&6,198,000 1 1
25.American Trust Company San Francisco 217,783,000 2l2, 652,000 70 25 32 13

¥ Bankers Directory.
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TABLE 3.

ATPENDIX II (Continued)

FIFTY LARGEST BAFKS IN THE UNITED STATES AND THE NUMBER OF THEIR BRANCHES
DECEMBER 31, 1935

Qutside head office city
Qutside head
Number | Head office county
Name of bank Location 'Loang and Deposits of office He?d Non-—
investments br n t office Con- _
ancnes | city . con
cruntr | tiguous .
~lcounties tlguo?s
counties
26.Pennsylvania Co.for Insurancesgrl|Philadelphia $160,596,000 $3%0,353,000 10 g 2
27.Wells Fargo Bk.& Union Tr. Co. |San Francisco 190, 45, 000 22l 531,000 1 1
28,First Entional Bank St.Louis 147,072,914 217,460,073 —_— -
20.4nglo California Fational Bank |Sen Francisco 151,075,9MO 185,170, 764 17 9 1 7
30.Bank of New York & Trust Co. New York City 139,918,000 180,600,000 1 1
31.FPirst Wisconsin National Bank Hilwaukee 1%1,1985,879 179,982,057 13 13
32.Harris Trust & Savings Bank Chicago 146,397,000 188,236,00C - — )
3%, First Iiertional Bank Baltimore 140,998,999 169,289,633 2 2 v
34 . Nationel Shawmut Bank Boston 121, 228,491 169,139,134 16 16 a
35.Commerce Trust Company Kansas City 77,729,000 156, 244, 000 - —_ v
36.S8an Freancisco Bank San Francisco * 153%,183%,000 155,520,000 5 5 !
%7 .Marine Trust Company Buffalo 138,321,000 155,468,000 33 31 2
38.lercantile-Commerce Bk. & Tr.Co.|[St. Louis 105,783,000 18,042,000 - —
%G .Public Fational Bank & Trust Co. |New York City 110,073,301 13&,78u,150 30 30
40 .First National Bank & Trust Co. {Minneaocolis 107,100,350 133%,318,082 3 3
41.Fidelity Union Trust Company Fewark 116,284,000 133,584,000 10 g 2
42 . First ¥ational Bank St . Paul 96,252,273 132,34%, 061 —_— —
Uz central United National Bank Cleveland 116,279,912 131,385,066 10 g 2
Ui Crocker First National Bank San Francisco 112,272,730 125,760,102 - —
Us Seattle~First National Bank Seattle 10%,%0%,3%27 123,490,467 16 7 1 1 7
U6 National City Bk.of Cleveland Cleveland ali, 901,655 122,311,674 1 1
U47.0it: ¥ational Bank & Trust Co. |Chicago 59,683,523 121,480,511 — —_
4g . Farmers & llerchants Nat'l Bk. Los Angeles 107,473,147 117,112,536 — -
4o, First National Bank Kansas City,HMo. 69, 546, g9k 117,041,013 — -
50.%Northwsstern Mat'l Bk, & Tr.Co. |[ilinncapolis 8M,166,250 115,323,775 3 3
Total 50 banks 15,941,990, 634 | 20,462,339,055| 1,230 716 BLS 107 362
Total banks operating branches 1%,573,754,0001 23,628,970,00C| 3,114 | 1,617 617 34g K32
Total ~11 banks in United States 45, 477,697,000| 55,170,781,000| 3,247 | 1,728 635 352 532

* Barlrers TDirnchtor-,
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APPENDIX ITT

RATIO OF LOANS TO DEPOSITS OF UNIT BAWKS AND BRAIICH BANKS
BY COUNTIES IN CALIFORNIA
December 321

County

Unit banks

Branch banks

1933 | 193% | 1939 1933 | 1934 | 197%
Alameda 71.7 59.8 60.0 H9.8 47.6 h1.7
Amador - - - 34,1 26.2 24,3
Butte Up,1 35.8 8.5 70.7 U6.3 ho,2
Calaveras 779 58.3 5.1 2.3 21.7 20.9
Colusa 217.1 70.7 h9.1 1.0 23,7 29.6
Contra Costa 69.0 5546 52.2 59 Le.g 46,7
Del Norte -— -— - 54,8 32.9 8.7
El Dorado - - - 39,8 18.7 27.6
Fresno 50.2 32,8 38,7 32,0 25,6 oh.g
Glenn 69.3 46.0 L6.9 59,4 6.1 39,8
Humboldt 5l.2 42.6 36.9 Lg.5 33,1 32.9
Imperial 61.9 b1.9 3h.5 103.0 70.4 69 .4
Inyo - - —-— 7.8 5.4 6.7
Kern 54,6 3.7 37.2 60.7 bz.5 39.0
Kings 59.6 Ly i 38.0 33.9 19.8 29.1
Lake 69.7 z,2 3,2 60.8 bl .6 45,0
Tassen 11.3 7.1 13.6 78.7 ho.2 7.2
Los Angeles 65.5 40,0 36.9 SN 52.4 16.6
Madera - 28.6 63.6 52.2 3249 hi.5
Marin 7047 67.0 66.1 68.7 55.5 Lg,5
Mendocino 47.6 £7.2 29.0 55.9 34,8 35.5
Merced h5.5 61.8 67.8 65.1 37.6 2.4
Modoc -— - - 1034 35,3 L0o.9
Monterey 77.6 8.1 5649 72.0 4g.g Lhg.1
Napa. 50,2 42.9 35.9 56.8 h3.8 hz,5
Nevada - — - 16.7 13.5 14,6
Orange gh,2 5h.9 51.8 69.6 31.5 2.0
Placer 47.5 35.2 30.8 63.2 36.5 38.5
Plumas 1374 8343 52.9 - 51.1 52.6
Riverside £9.8 5,7 ATt 69.7 51.5 he.7
Sacramento 49,3 46,2 Lg.2 294 17.5 21.7
San Benito 67.6 ho b 59.4 104.1 62.2 60.2
San Bernardins 5h.3 37.6 hao.s 7541 45,6 40,6
San Diego 77.1 64,6 58,4 58.7 TN 39.0
San Francisco 43,2 40,6 b1, 69.9 71.3 65 .1t
San Joaguin 72.1 53,4 53,1 67.6 2 43,6
San Mateo 73.2 60.5 55.0 89.9 £9.6 o, %
San Luis Obispo 69.h 52.9 501 56,2 h1i.5 3643
Santa Barbara h7.3 37.6 33,5 52.8 hg.3 h1.7
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APPENDIX III (Continued)

RATIO OF LOANS TO DEPOSITS OF UNIT BANKS AND BRANCH BANKS

December 31

BY COUNTIES IN CaLIFORNIA

County

Unit bhanks

Branch banks

Santa Clara
Santa Cruz
Shasta
Sierra
Siskiyou
Solano
Sonoma
Stanislaus
Sutter
Tehama
Tulare
Tuclumne
Ventura
Yola

Yuba

California

1933 [ 1934 [ 1939 1933 | 1934 | 1975
61.5 hr.2 u3.9 80.2 593 i3
73.1 56.6 5h L 51.6 33,9 35.§
52.9 - - 31,9 26.6 25,0
12%.1 70.8 50.6 - - -
2545 19 .4 30,0 s 1.9 33,8
28.0 53,1 bhg,1 31l.1 90.6 29,8
67.8 65.0 76.4 59,1 2.3 IS
72.8 52.5 52.8 60.9 30.5 29.%

- - - 80.5 F2.8 hg.u
g3.1 52.8 Lg.5 36,2 32,8 %0.6
79.8 49,73 51.9 51.9 25 . 32.9

~ -~ -~ 753 B7.7 3h.2
716 51.7 BHNS 78.1 59.8 52.b
79.2 504 b6, g 5,73 2.3 31.6
P%.9 19.3% 22,0 81.7 Lg.7 Ll 5
61.5 Lo o1 65.3 56.6 51.3
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APPENDIX IV

TABLE 1. BRANCHES OR ADDITIONAL OFFICES OF BANKS OPERATING BRANCHES
SUSPENDED 1921-1936, BY THE SIZE OF TOWN OR CITY
IN WHICH BRANCHES WERE OPERATED

Branches or offices Number of branches or additional offices
located in cities Head Outside head office city
Tuiavion - 3 .

Per city county counties coun%?es
Under 250 61 - L5 12 4
250 - 499 g6 - 63 9 1k
50C - 939 113 - 68 21 2l
1,000 - 2,499 110 1 L5 36 ol
2,500 - 2,999 20 1 7 7 5
3,000 - 4,999 38 2 14 8 1L
5,000 - 5,9¢9 6 1 1 1 3
6,000 - 9,999 21 3 4 8 6
10,000 - 24,939 33 13 5 2 13
25,000 - 49,999 39 31 3 - 5
50,000 ~ 99,999 &5 79 3 - 3
10C,000 - 493,599 219 217 2 - ~
500,000 and over 456 sk 1 1 ~

Total 1,287 802 265 105 115

NOTE: Mutual savings and private banksnot included in this tabulation.
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APPENDIX IV,

TABLE 2. BRANCH-OPERATING BANKS, SUSPENDED 1921-1936, BY NUMBER OF TOWNS
OR CITIES; AND COUNTIES IN WHICH BRANCHES OR ADDITIONAL
OFFICES WERE OPERATED AT DATE OF SUSPENSICN

Number of Total banks Total number INurber |Total banks |Total number
cities or operating of branches of operating !of branches
towns branches or offices counties| branches or offices
1 300 g5k 1 3U5 1,009
2 37 78 2 17 57
3 20 79 3 9 Lg
4 g 35 L L 29
5 4 L9 5 2 17
6 1 6 9 1 15
7 2 18 10 2 33
g 1 g 12 1 15
9 1 g9 20 1 20
11 1 11 26 1 il

12 1 12
13 1 13
15 2 30
20 2 Lo
Yo 1 Ly
383 1,287 383 1,287

NOTE: Mutual savings and private banks not included in this tabulation,
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TABLE 3

BANKS OPERATING

APPENDIX 1V

(Dollar amounts in thousands)

BRAVCHES, ACTIVE DECEMBER 31, 1935, AND SUSPEVDED 1921-19%5,
BY SIZE OF LOANS AND INVESTLENTS

Size of hanks Banks Suspensions of banks Ratio of suspended banks operating
operating branches operating branches branches to all banks with branches
Baks ¢ i~ n anp] - &
(..,a.}k; clas,jl ecember 31, 193? 1921-19% Amount
fied sccording Anount I Amount Number | Tumber |of loans Amount
to amount of |Wumber| umber |of loans| Amount |Number| Wumber |of loans| Amount | oo - o T
- S . of of and in- of
loans and of of and in- ! of of of and in- of banks |branches| vest- devosits
investients) |banks |branches|vesti- }dﬂposits banks ibranches| vest— |deposits & & . T
- e ! ments
(D00 omitted) ments | ments
(Pcrcont)

Under 10C 6 6 $507 $887 . S 9 $6606 $837 15C.0  150.C  131.k 4.
100 - 1he 13 13 1, Bl 2, usl 9 9 1,202 886 65,2 63.2 73.1 36,1
150 - 2lug 65 72 12,474 12,073 14 15 2,758 2,276 21.5 20.2 22.1 1g.6
250 — hgo 122 14g Uz gans 57,827 37 56 17,522 15,552 38.5 37.8 39.5 25.9
00U - 999 116 189 27,831 105,273 b2 &5 4o,B37 58,402 H3 ot 4h,0 hE4h 30.5

1,000 - 1,533 75 168 103,949 125,121 50 85 7H,C04 03,609 667 8.7 T1.2 5048
2,000 - #,099 125 22k Lo6, 382 Log,1lg 68 180 217,920 182,714 sk 50.4 53,6 3647
5,000 - 9,999 gh an3 6hl, #19  fo7, 2l Rl 143 378,294 328,576 64,3 70.4 56.5 4o.7

10,000 = 46,939 137 536 3,071,174 3,500, 148 62 372 1,218,521 9£0,587 b5.3 63.4 39.7 25.1

50,000 and over 61 1,555 14185,08518113,797 8 327 1,192,595 L077,620  13.1 21.0 gt 5.9

Total go4 3,114 18,573, 754%,628,970 383 1,287 3,150,519 2,691,059 L7.6 h1.3 17.0 11.k

)
H

Note:—--ltual savings and private banks not included in this tabulation.

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



- XXXV -

APPENDIX IV

TABLE 4. SUSPENSIONS OF BANWKS OPZRaTING BRANCHES OR DDITIONAL OFFICES
1921-1936, ACCORDING TO NUKEER OF BR4NCHES OPZRATED
Dollar zmounts in thousands)
Furber of Amount of
branches Wumber of Number of loans Amount of
por bank banks branches and deposits
investments
1 209 209 $ 574,204 $ L71,8%6
2 65 130 255, 680 199,557
3 30 106 21k, 729 18l olib
4 27 108 271,238 192,430
5 8 4o 95,226 76,650
6 i ol 6l,972 51,096
7 4 2% 91,91k 67,529
g 3 el 34,51k 28,194
9 5 U5 106,100 91,586
10 1 10 23,553 20,156
11 3 33 54,691 54,203
12 1 12 14,571 12,596
13 1 13 3,509 3,676
15 2 30 23,042 22,483
16 2 32 55,210 4o 167
17 1 17 57,832 30, 642
18 2 30 170,186 155,007
15 1 13 47,932 b, g7
20 3 6C 78,10k 74,000
21 1 21 169,503 194,906
39 1 39 109, 856 106,103
Ll 1 Ll 17,000 23,139
58 1 5¢ 213,403 161,000
147 1 147 379,768 373,360
Total 3853 1,267 3,150,519 2,691,059

NOTE: Mutual savings and private banks not included in this tabulation.
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APPENDIX IV

TABLE 5. SUSPENSIONS OF BAWKS OPERATING BRANCHES OR ADDITIONAL OX¥FICES
1921-1936, BY SIZE OF TOWN OF LOCATION OF HEAD OFFICE

Size of town (Dollar amounts in thousands of dollars)
Amount "
Towns clagssified Nuiger Nugger of loans Amg?nt
according to popula-| 5 branches . and deposits
tion 193%0 census investments

Uader 250 9 11 $ 2,007 $ 1,087
250 - U499 7 9 2,633 2,020
500 ~ 939 30 33 14, 683 10,634
1,c00 - 2,499 4o 63 31,4290 27,491
2,500 - 2,999 g 11 7,031 5,343
3,000 - 4,999 34 52 30,353 26,216
5,000 = 5,999 15 21 2k, e50 2c, 226
6,000 - 9,939 16 52 35,841 31,354
10,000 -~ 24,999 35 104 117,048 101,398
25,0CC - 49,959 22 43 10¢,271 77,718
50,00¢ - 99,999 52 171 423,429 349,158
100,06C - 499,959 51 246 8¢9, 126 670,035
500,000 and over 62 466 1,551,759 1,367,475
Total 383 1,287 3,150,519 2,691,059

NOTE: Mutual savings and private banks not included in this tabulation.
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APPEIDIX IV

TARBLE 6, SUSPENSIONS OF BANKS OPERATING BRANCHES OR ADLITIONAL OFFICES
1921-1936, BY STATES

States classified according Number Number
to law (June 1, 1936) regarding of of
branch banking banks branches

I States authorigzing State-wide branch banking

Arizona 10 21
California 19 38
Connecticut -- -
District of Columbia 3 7
Idaho - -
Maine 11 L6
Maryland 18 97
Michigan 31 2685
Nevada - -
North Carolina 30 76
Oregon 1 1
Rhode Island 1 3
South Carolina 16 79
South Dakota 1/ - —
Utah - -~
Vermont - —
Virginia 12 23
Washington 2 2

Total (18) 154 658

I7 States authorizing branches within limited areas

States permitting branches beyond county of
head office but not State-wide

Arkansas 2/ 3 5
Iowa 2/ 23 32
Mississippi 1/ 5 6
Montana - -
New Mexico 2/ - -
New York 20 107
Ohio 21 149
Pennsylvania 37 95
Wisconsin 2/ 5 _6

Total (9) 124 400
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TABLE 6. SUSPENSIONS OF BANKS OPZRATING BRANCHES OR ADDITIONAL OFFICES

1921-1936, BY STATES (Continued)

States classificd according Humber ¥umber
to law (June 1, 1936) regarding of of
branch banking banks tranches
States limiting branches to county of head office
Alabama I 18
Indiana 6 £
Louisiana 33 g6
Massachusetts 17 37
New Jersey 17 29
Tennessoe x g
Total (6) 34 182
States limiting branches to city of head office
Delaware _— —
Georgia i7 38
Total (2) 17 38
Total (17) 205 620
I1I States prohibiting branch banking by statute
Colorado -- -~
Florida - -
Illinois - —
Kansas - -
Minnesota - -
Missouri - -
Nebraska —— ——
Texas — -
West Virginia == —-—
Total (9) — -
IV  States with no legislation regarding branch banking
Kentucky 3/ Iy 9
New Hampshire —_— —
North Dakota - -
QOklahoma - -
Wyoming == -
Total (5) b 9
United States Total (L49) 383 1,287

1l/ See note 3, Appendix II, Table 1,
2/ See note 2, Appendix II, Table 1,
3/ Sec note 4, Appendix II, Table 1,

NOTE: Mutual savings and private banks not includer in this tabulation.
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Opinions of bankers z2nd Others hesarding Extension of
Branch Bankin:

Central heserve Citv Bankers

Naw York City

Georre L, Harrison, President, Federal Reserve Bank of New York.

"This...implies the necessity of imnroving the general
character of bank management througzh ths development of some
mors liberal system of branch banking within apnropriate areas.”

Address, ieeting of American Academy of Political Science, April, 1930,

James H., Perkins, Chairman, National Cilty Hank.

"in my own mind, I don't belicve t! our country sver
will be prepared to spread branch bvan'iing over a large area,
but I do think that an unnrejudiced study brings one to the
opinion thret it should be nermitted withip restricted areas.

"It seeme to me that devolopaent along these lines would
be boneficial in various ways., 1t wonld »nrovide gre at
diversification of risks, and, by roducing the nunbe of
indenendent units, facilitots coonerative action in onnrgcn01,”.
seonomies would be accomplishad in smelil localities whers a
bank ig needed for accormmcdation, but wherc the busincss is noi
arest cnough to support an indepcndent bank, Also, the lsrger
unite that result from Lranch brnkine would be in a better
position to give bank officers broud trainings and to reward
ability than in the case with the averags bank today, thus
tending to improve the general standard of bank management,

Addrzss hefore the Texas Banksrs Assoclation's Convention, 1936,
Publishad in Americen Banker, Juns 2, 19356

Picrrs: Joy, Chzirman, Fidelity Trust Company.

"Likse many other sunnorters of unit banking, I have been
forced by recent svents to changs wy vicws, and I now regard
branch banking az the only fundanmental romedy for the demon-
st”ﬂtwd wenknesses of unit boanking, verticulsriy in the
amallsr places. But to bacornn en affective instrument of
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nationsl policy brunei banking should bo permitted to devolop
under conditions nost favorahle to ites success. These con-
ditions involve guestions of (1 area; (2) supsrvision;
(%) competition with unit banks,"
Prper neesented ot the mesting of the scademy of Politiecal Selenco,
January, 1932,
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moras banking offices arce reouired in tho Stat: they
should be eatablished not throu;h tna chartering of
banks, put rother by cxigting banks toking advan-
of luws which permit branch Lonking within sneci-
districts of tha Stato "
Now York State bonkers Convontion, Juns, 1936,

Addr.

as
2858,

Francis M, Sisson, Viecy Pregident, Gusranty Trast Co.
...l thoroughls believe in & rveasonatls oxtensioun

Addr.

Suo-
ploce
fecilitics... "
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of branca buanking end I boelieve that rany places wita
betterad
city banking throuvgh branch

by siving those

Convention, Septombor 23,

Szorge V. Mclesughlin, President, Brocklyn Trust Co.
"Or. the coutroversisi subjzct of branch banking, I
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chaotic conditions. Yet, the urgent need for new banking
facilities in many communities, coupled with ths fact

that present bonking conditions ore not attractive to

new capital, suggests ths nacessity for extension of branch
banking in certain localities,”

Bankers Association Convention, Sentember 23, 1935,
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Thomas V. Lamont, J. P. Morgzan & Comnsny.

"Almost 21l the failures early this year of small
suburban banks around Chicego, and almost all the resultant
throats to the general banking situation, could havs been
avoided if it had not been for ths Tact that the Illinois
statutes permit no branch banking of any kind within the
limits of the State. It was quite impossible undser the law
for thes larges Chicago banks to attempt to serve, througnh
branches, the important suburbks arcund the city. The
lessons of such a situation must be gloringly obvious to ths
whols country...there is no »nresent effective mothod under the
law by uhivh the strong institutions in ocur leading finsncial

centers can 2xtend the benefit of their ample reserves, their
experlmnce and ordinsrily corveful managenent to weather bunks
in the outlying districts.”

Address, HMeoting of the Acadermy of Political Science, January, 1933,

Albert H. Viggin, Former Chairman, The Chase Nstional Bank.
"Zvery comminity in this country that will support
a bank is mell carad for slrzady. Ths cormunities that ars
not provided with bankins facilitiss are communities that
cannot support a bank, We huve had a wery long experience
in acting as correaspondont of banks throughout the country,
and wa do not know of a cass whaers o solvant bank has boen
parmnittoed te fail from lack of accommodation from its
covragnondoent,

"Our own preference would be not to see any extension
o brench banking If hranch banking were limited to trade
areas or to Fa dwrgl reecrve districts, it would cause, in
the Hew York district, z comnstition in the buying of other
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banks in other citics, which we would dislikoe to see.
"...Ws act as the correspondent of banks from all over
tha country ~nd we lend thoss banks from all over the
country and if there was any suzgestion of branch banking
to the oxtont of the wholc country we would consider it

sxeacdingly inadvisable, bocause of the difficulty and
impossibility of sorving branchas at such a2 distance, in
a satisfactory way...."

~

Tastinony-~Hoarings, S. hes., 71, Jdanuary, 1931,

Banjamin M, Andarson, Jr., meonomist of the Chase Netionrsl Bank.

"The Glass Bill, with 1ts deposit guesranty provisions,

18 sindoubiaedly necessitated a zreat modification of V1>ML
with respect to the desirability 2und cven the necassity of
& vary widss wrmad extengion of branch tanking in the Unitaed
Stutecs., It ean bo urged with great fores thet, if the

harnks in thu :luunCldl canhers arz to te IV\nonvihlﬁ for tho
deposite of banks ail ovoer tihe country, ther zhould also bo
responsible for mansgeient and noliclies, =nd this considera-
tion would involve a vory widespraad application of branch
banking indeced. On the othar hand, the dosirability of
proserving locel finsncinl independencs in o country as
great as ours is very roeal, Llorcover, it i3 cerisin thst a
suduun, sweeping transforaction of our systen would involve
o great many difficultics and undesirsbls conszquences,”

As a typo of branch banking for New York, ho cxprassed his opinions
zg followe:

"ily should permit banks of certoin nininmum capital to
agtablish branches in any mart of the State, in citios of
a certaln meximim pormletion, the maximum baing set low
<nongh to provent = competition of Mow York lev banks for
control of other impoertant finsncinl centers in the State.

"I thaink 1t would bhe desirable to nornit hanks of

allor, but still subﬂtprflwl canitalizatlion to take over,
18 bz,ncnos other banks witain their own county or within
two adioining countiss....”

Address, 40th Arnunl Convention, New
Juna, 1930,

ceintion,

C’i
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George

m

v, Davison, President, Central idsnover Bank and Trust Co.
YMr. Davison: No; I am not ovposed to branch banking
within definitve limits. L think T =m opnosed to chnin

banking of any %ing.,"

"The Chairman: And group bonking?”

"hir, Davison: I think it is bad and irresponsible,
Brench banking within definitc limits, where your hend
office can know the needs of 5 community and whoere the

branch is in
to be a sati

close touch with the head officc, hus proven
sfactory form of banking,"

"Tha Cheirman:  Vould State-wide branch bonkins aspeal to
vour judgment?"
"Mr, Davison: It would not. It would bhe very unfortunate,

I think it would mean o remobte control, which ig
Toreiszn to all our ideas

entirely
and the theory and practice upon

which this country has been bWuilt un....”
Testimony - Hoearinee 8. Res. 71, Jamu oy, 1931, p. 287

Chicago

Melvin W,

Testimony,
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http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

Traylor, Formoer Cheirmen, Ti Nrticnal fenk,

"I believe in the depondent unit ayvstem of banking
whicx this country hzs alwzy: enjoyad, ... My conviction
ig that if we were to nationzlize...our banking structure,
that the extension of branch bankingz would be inevitable
and that thoe inevitable deveolooment of thot systom would

DCeee very small number of largs units whieh would corntrol
omnlztely the credit facilitics of this country, which I

ot &

hink would bo extremely unfortunate,”

Hearings, S. Reg, 71, Fobroser, 19341, ». 297,
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Appondix ¥

Waltor Lichisnstein, Vice President, First Nationsl Bank.
"...Thoere 13 no suggestion in any of this that unit banks
shonld be forbidden and branch banking systems imposaed
from abvove, nor would I nropose that we should go from
ons extrone to snother and nermit immediately nation-wide
branch banking., Such developments should bz gradual and
ir = conmntry as large ~nd as diversified ss ours, it mey
be that we ousht nevser to have o notion-widz branch bank-
ing system. Pogsibly branch banks should bse confinped to
the Fadernl ressrve districts in which the nzrent bank
is locuted; possibly oven confinwd to a sincle stata,

Unpit banks whoere such are cconomicslly justified will
alwnys be able to meet ths compétltiou of a branch bank,"

Address before National Association of Bank Auditors and Comptrollers,
Louisville, he:tunkyy lay 8, 1936, n, 22,

¥W. F. Gophart, Vicc President, First Lotional Bank.,

"inother thing that would heln the commreial banking
situation in the United Ststes is 2 pronorly delimited
systom of brench banking which would, crp the ons hand,
supnly adequate banking facilitics for cach community
and, on the other hend, raduce the vresent rather hish
expunse of commerciosl banls olerution.

"o nrobably still have too many individual banks
in the United States, vut in reducing them we should not
adopt o nation-wide system of branch banking, but limit
it to the industrial areas...."

Addroess, 40th Annurl Convention, Indianz Benkors Associlation, Moy, 1936,

B
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Priladsliph

0. vavrd tolfa, Cﬂshia",
Pennsylvania Barnkers Association, 19335,

"My own feeling is thet neither unit banking ror
bronch bapking chould bs sut up as o zolden calf for us
to worship., DPorsonnlly...l am ngainst cven State-wide
branch banking, let olonc branch banking thet would ex-

Phil&delphia Foyional Benk apd President,

tend over the entire countrv. ...moditfied branch bankiug

sueh & wos proposed and stricken out of the Pennsylvanic

Banring Code, will, given gzood managoment, solvo many of

our nrobloms,”

Sneech - fAnmual Convention of Pennsylvania Bankors Association, May

Published 1n Financial Agoe, May, 1933,
> I3
Holtimore
Howard fruce, Chairman, Baltimors Trust Co,

YSenator Glass: The Comntrollor of the Currency, for
example, thinks the adoption of brarch brnkinge would do
som=thing.™

"Wr. Bruce: That is nll right. I huve uwo objection to

that

Tegtimony, Lenarings, 8. 4115, darch, 1938, p. 477.

Cherles B, Heiman, Presidsnt, Western Mationnl Banle,

"If it is decirable thet nationsal banks can have
state-wide brench brnking in one State, it sapplies to
all Stetes, and 1f thoere ovoer was o nued for brench
benking it is now, wiich should be developed undor
Faedoral laws and not under State laws...."

Lotter subnitted s testimony, Hearings, S. 4115, ilsrch 22, 1932, n,
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Fudolf 8. Heeht, Cheirwnrn, Hiberni

Nev: Orlesns

o Hation 1 Banlt,

ig doserived ns follows:

an extineion of branch banyins

algo advoecated
svetems to cnable stromg local

in Lotio stote and nationsl

finaneial contar banks o extend suppsirt to commmunitiss
facilitics, but vigorously

now lacking adequate banxing

(opposed granting) nation:l banks, regardless of state
M . < b ol

bonk laws, stute-wide branch powers in #ll statoes ond

lirdted inter-stote branches in cortiirn locnlitizs....

"

RS Ir A

Article, Tho Mississippi Barker, Juno, 1932,

s

Bimainghsnm

Oscur Wells, Choirmon, First Netional drnk,

"oo.l am rathoer in Tevor of the development of indepondent
bonks rathoer than thoe development of branch banks, but I

recosnize tiat that is not arn answer tc niesent conditions.
-

I reanlize the contflict of irnterest thnt has arisen by

oo
development of branch benking in some States, and by
TG

the
of group banking in others.

the devalopment

Denkels will ndmit theat they

oo D thindk that most sroup
o a: ogzainst group banking.”

think branch banking ig dneis

Se kos. 7L, Tebruary, 1931, pp. 421-4272.

m, O - ¥ s e
Testimony, Hearinegs, 3. kos. 71,

Jacksonvillo

BAwerd Ball, Atlontic National Lank,

¥in would be & zood thing, «ither
zhout the Tnited Stateas."

"

N
R RAAY]

withirn

2 3 nep 3 Y e
balieve branch Lo
-
v

<
hay Stats or thiro

Hearingz, 8. 4115, March, 1932, »n. 298,
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Gordon L. Greover, Vice Presidont, Citizaens Southern Nationnl Bank,
Savannah,

"I d» not nmind telling yvou that L am in favor of
hranch banking, under certain restrictions. I think
it ousht to bo worked out very cerefully, hovever.”

Testimony, Hearings, H. K. (10241) 11362, iarch and April, 1932,

Gyoup bankors

John K. Ottley, President, First Hrtional Bank, Atlanta
"As bhotwesn groun banking and branch banking undesr
proper regulations, I nsve no hesitation in saying that
I advocate the latter.”

Testimony, Hearing, S. 4115, March, 1932, ». 317

- r——

Robart O, Lord, President, Guardisn Detroit Union Grouyn,

"Sznator Couzens: Would you e willins o abandon sroup
brnking if branch banking was parmitted throughout the
State?"

"Wr. Lord: Yes, sir, sand we would put our banks into
one institution, a nationol bank.®

Testimony, Hearings, S. 41195, Jderch, 193%Z, », 131,

3 A

W, K, Mcewuaid, President, Bsrnett National Benk, Jacksonvillsz,

"Holding companies wers created because
law did not, and many states do not, permit
branch banking,

"As a bank hoving affilicted benks in our Stats wo
would welcome the opportunity to convert these senarate
affilisted banks into branchss ard fesl that other banks
having afflllﬁtﬁd banks would do likawisz.
"o,y preference...would he to eonfine it (branch
brnking) to Stato limits,"

Testimony, Hearings S. 4115, kMarch, 1932, n. 290,

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



Thonwes R, Preston, President, dnamilton Notions1l Brank, Chrttunosgn
czpressed the opinion that it will be

"511 right to abolish grourn banking” sltopetner if
it ware nosaible to turn to branch brnking,

Tistimony, Hecrings S. 41195, dMarch, 1932, p. 327,

George F, Rand, Preoeicdent, Marine Trust Company, Buffrlo,

cxprecsed the opinien thot the record meds by group
banks throughout the countey has demonstrated the
geonomic soundness of the principle upon which thoey

\_

haove been organized ayd that it is doubtful if branch
banking would b a satisfactory alternative,

dearings, S. 4119, March, 1932, pp. 480-484,

L. E, ¥Wakefield, Presidont, First Rotiopsi Bapk of Himneanclie.

"I recoznize that in ndvoenting state-wids branch
banking at this timo, I am departing from opinions I
axpressed 1n wy btestimony defore the subeommities a yoear
ago. I a 2 learnsd by our
cxpevihnCﬂ how much more effective
braneh barking v u]d be than anking, I do not

think that o ve ago the neonle in Te country districts
were resdy to accapt branch banking, btut this sarvldont
has undergone & great clnngu, and I am certain that the
majority of thesc poople ars not only no longer opnosed
to branuch banking but anxiocusly hope that it will be
sceumplished with tho least nosnible aeley.”

i, Wakeficld also impliad 2t the same time that he

mado this statement that the groun banking organization
with which ho is connected would be willing 9 convert
the bauks of its groun into branches if auuﬁlutnﬂ by law,

Testimony, Hearings, S. 4115, March, 193, p. 941,

e sp———
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T

B, Y. Trafford, Vicoe Chzlrrwn, First Nationsl Bank of Boston.

"ir, Trafford: ,..I ﬂn not think it is opoportune 1o
anan the country o branch banking on 2 large scale,
=%t the nressnt tima.... I 4o not ses any need for

branch banking in New Enodond

"The Acting Chaimann: MHe (Comptroilsr of the Currency)
specks of trads areas which...is a pretty indefinite
torra, It wisht bte o radiue of 100 miles in the East
=nd o thougand miles in the West. But whatever that
micht nean, branch boanking somewhit nlong the English
line, perhaps.”

"ir, Trafford: Ve would like that.... Yos, in tradc

TS c e e

"I, personally would prefer the branch-banking
! of banking). It scons to me the responsinility
is more centralizmed {th&n in groun or choin baAking)."

«
IR
[¢]
:._".
g
Q
pol)
——

9y

Tostimony, Hanrinee, 8. Reo, 71, Jnnuory, 1931, op. 243, 245,

J. Canmeron Thomscn, Vics Proesideny, MHNorthwest bnncorporastinn,
Minnaapolis.

"iIr, Theomson: I think aroun bonking, owned by the
public and operated by b loe2l noopls, 1s vory ruch
proferabls $o a branch...systorm owned by sn individusl
or controllad by ~ne intorest, without that local
interest and mdnwrﬁ::nt.”

"Seuator Norback: You Toel that fhe bronch-bank systen
wonld nave too mueh of o tendasncey 0 cantrulxzc?"

"iir, Thomsoi:  There ~g-in it deponds upon WANAEEENT...

"Iin our seection of the country...w2 think that
group banking is prefurcile to genercl branch benking
in that territory.”

Teztimony, Heurings, 8. kRes. 71, p. 582,

———_ny e
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tl. A. Bryant, Prosident, Xansis hapkers Ascocliation, Addross deliverad
=t tho anpusl meoting hedld in Veongas Cidvy, Uo., May 5-C, 1936,

Ye..ftlong thie same line thore 1s onother mattor th

2t
sankers should be studyin: and thinking =btout. In othar
states nnd pogsibly in th*s state, ths county-seat banks,
or lorger banks in the othior towns, huve been gnniln“ an

wmpiloyoss o neilshboring towns two or throe times o wesk
to rake -han:c, ¢nsh chockes and accopt deposits. whlle
ghis may be quite an accommodation to the small comnunity
without banking facilities, »t the sanc tlaa this practicc
involves meny dangerous Teaturss, To nme ths first dangor
would be that such acflon mi ht bo the onenirs wadge for
branch banking in Xansaos. i 3 mengive oneration,
ond, first of all, 1f nract: be only on &
proritabls bosis. Thon the 1oﬂb vy hazard is iwnvolved;
tha quaestion os to which baunks should oporate in certain
tocalitizss would enter into %tz plon. IY iz not oy in-
Teption to cndorse or opnos: this issus at this time, tut
it is one of those thin_e thet will ve coming up in the
near future and should receive cereful study from o1l

Go M, Williwms, President, missisasiponi barkoers Convention.

"I advoecnte branch banking liaited to trade arcas
hetween ifty to onu hundred miles as o maans of moking
safe ond ndegquate banking fzeilities ovallable to
comrmunities unablo to profitably support an indopcudent
ban¥, If such a system hac been suthorized in Mississipni
four yeers aco, much off our bhanking difficultiozs since

-

1929 could have been avoided.”
President's Annucl Address, May 20, 1933, Published in the
Migsigsippl Benker, Juno, 1933, nn, 3-8,
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Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



1iil -

Digitized for FRASER
http://fraser.stlouisfed.org/

Hlesouri
Chazyles B, Mudd, President, Hissouri bankers Associstion, 1942,

"The question at iszue is sinnly vheother bankino
{iz}) %o be left to state amutonomy or {is) to ba co
ir one larre national orzenization of standardized units, I
fryor 2 stets resulation btut would not be opnosad to placing
notionsl banks on & Har with state banks by giving national
: such branch privi a5 stete banks enjoy in rny

Lay braneh hapkin s would romain

banks
siven commonmwoalth.,  In
actor within cach statoe "

ocontrelisble T

.o

neentrataed

President's Annusi Address, oy, 52952, Publisasd in nroccedin-s

Jissouri bay Asaocin Tlvn.

Progident-2lo s Association, 1933,

Misgonri

secothins on s meot guesstion,
never S5oeen in

nover becn in

"Prcehaps vou
wnd I hove the
favor of sroun

nrve

or chain bont

fnvor of state-wids brench bonainz. T should he very
rogrettul if cnything ever o thig st=%c to stifls
nergonsl initistive or hanpsT ng hunkino,.. "

inrks by inconing Presidont, kny, 1932, Published in procasdings
‘,;soarl Bankors Associntion.

viillis ¥, Alexsnder, Prasident, :lssourl Bankers Azsocirtion.

"I want to g0 on rocord hers ond now o8 buins uneguivocally

opnosed to...btranch bapkin -,
"aioal American banks are commnitr-ownad instituticns. The

men who mide tho 011(183 D tha banks "
citizens, For this roason walfeor.
their naranount interost,  As = rosult of this loenl ovmorshis
1 ]>u:¢ of the bauls, our country hag dovelonsd

indust othar countrizs wiich do not have this

al'e nornene
of the community is

Y}

By 0o O.f‘ nking,
"The indesendent uuit benk is throstoncd by sttomnts to extond
branch bankins, Shell we it bhe systom which s =nd is

aowr contrituting so laroy of our country

Federal Reserve Bank of St. Louis
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to boe gtrongled and smotk tencs? Personnlly,

my answer is no. aAnd I oo : »=: incesesant warfars for

the preservation of our 1nd“1,u(’Pt urit bavkin? system."
sident's Annual Addross, Published in nroceedings, dissouri Bankers

Asgociation., i@y 19385.

Pornsvlvania

Chevles F. Zimmerman, President, First 1

"With regard to this
simnly
consider the

ban¥. tC C¢ross
I bove 2 wide
only
ous

guestion
o
iv

e
ashin

thi

-0

nd

)

oronogal to
Stats linss
ac,uaintane
throut
the nation,
geoncaic ne axis
nny bronch
autonory -

joss
Foder
wiich
laws

snd I =m 8t o
5 for the
snxing privilege
our State banking

e
v(
u

~E

R
"The branch-banking privilegs acco
should be on # parity with that ac
bank without sinzlz excention or

P
[

&

"I feel that the mero me

in that clausc (3. 41L5) is ~ thre

future of unit bankin-. I do net

branch bankingo has proved its cnse
Testimony, Hearings, S. 4113, ilnrch, 19

South Dakota

Arndt E., Dahl, Viee President, Citizens

"Persorally I zm not opposed to -l

astounded to think thot Cong

ith
hout the Stzte of Penusy

Nationsl Bank of Huntincdon.

ri‘hte, I an
ss would scriously
ri-ht for o notional
iled trade aress....
msry bankers, not
lynnin but,.,throu n-
to discover whore any
nl Government orant
controvenas

to
the

ey

rdzd o national bank
corded to tha Stato

dovi~tion of any kind....

tolo-widse breanch bankKing
at rore or less io the

fecl that sta t wide
in America.®

32, pp. 305, 308, 309.
State bank, Castlewood.

1 breanch bankins

believe that limited branch bankins within = larse city
is desirable., I believo thot limitea branch banking
withirn the county would not bs sgo bad, ag it would

probably be bstter than ¢
had a few years ago in South
is that if branch vanking io
will gradually increnss,"

“iven

Lotter
kHas,

to Senator Norbeck =nd included
71, February 1931, n. 638,

[
[N

Federal Reserve Bank of St. Louis

2 cut-throat comnetition we
Urkots

&. The only bad featurc
o start thaot the arcas

in testimony, Hosrings,
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Doz ¥, De Vew, Farmers dtate eztport.

"o provision in the Glass bill restrictins breuch
mit Stote branch benking

bhupkine to thoss Stetos that oo
;

ghould be gustsined,...

"States rights should b beld invielats; the pecpls
in each State should have tus power to say whother they

vant branch banking....”

Lottoer to Scnetor Horbeck and included in testinony, Hesrincs

$. 4115, Havch 1932, p. %58,

Ny .

Banking pross

Erxrmnles of the Journals snd cditors that hove besn norticularly
o1. tho question of branch hanpkin: rocontiz e the Amorican Benkor

Editor, Clinton B, Axford, tho "Hoouier Bapker" of tho Indione Bonkors Associ-

vooal

it

ation snd the Northwestern Bankar, Mo, Agford and the Amerienn Borker ore

suirzosting

for the rragorvation of inde

banking"., In an address at the rccont convoention of Indexandant

St. Paul, Septembor o, 1956, dr, AxTor’ stroassod the nesd 210 such

zotion and saild,

"a independent Bank DlViSiOH of the fmerican Bankaers
claflﬁn would be a good idan,”

Contiruing, he pointed out that,

an it ppoarsd before the rullic, the
Division could Muk: it nl=in b it was speaking
local banks, and local communitics,” 1/

(\
L
=
c
fakd
oy
Q)
]
[
&
2

1/ Americen Banker, Septerbor 8, 1986,

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

tion ol ths independsnt boankers

ar 15,000

"on a
ocnt
Renkors at

organi-



At th

Bank of la

He nlsc »no
Simile
ventbions

convention of American

In ad

organization to opnose

Association

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

1

¢ sama convention W. J. Lrysn, Assisiont Cashier of the Third Nations
shville, Tennsssse, urged the sume thing, saying

zotion of indenondent Yankers is

in the

"thaot
necdsd to comhat the
national field.”

national orgnnil
gnread of branck bankin:

-
[

inted out

the winnin: of thelr
branch bankers won
Tor nationnl
issue to

"that Tennossee bankers renlized tbdb
loec=l fight might be fruitless if
on the issue of State-widoe branch hankln'
to meast thoe

IJA

fes)

ue

i3

banks. He urged that the way 5

adont the methods of I than Bedlford Forrsst of the Con-

federate Cavalry, 'Geu thore fusteost with the mostest

nen, "

ar ideas are raported to have besn counsidered 2t other Western con-

enrlicr in the Sumacr and Sprinz =nd thsy weire discussed nat the snnual
sankors in San Francisco in Seoptamber.

dition to discussing the plans =8 thusz described for expanding its
the oxtsnsion of branch bankin:, the Indenendcent Bankere

2t its meeting in St. Paul =dopted the following rosolution:
"WHEREAS, The In pvndcnt Ernlrers dAssociztion upon
organization declared 113 aims and purposes to be, snmons
other thingzs, to promeote the gonersl welfare and useLuln@su

of th:e unit banks, to vigorously onpos:e the cnactiment of

any laws, State or national, noermitting the establishment

of branch bankings in rural communities and to foster lacis-~
lation for supervision of Zroup harks, and whereas the
mambers of this Asscciction snad its officers and dirsctors
have censistently since ovosnization worked to carry out such
aime and purnosss,

MI0W THRRFEFORE, BE IT HESOLVID, That the Executive
Council to bae elected at this moetin. is horeby ingtructed
to continunc tihs efforts and work alon: such lines by oll
bonorublo means during the coming year in such wmRnncr as

thay may decide is for the hest intercsts o this Assccei-

ation and its mombers,”
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