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Hozorandum to the Board. Ra: Proposed Bubstitute for
Section 328 of the Banking
From: Division of Exasminations. Act of 1985,

Reference 1s made to the proposed eubstitute for Section 528 of the
Beniding Aot of 1985, relative to interiocking relstionships of directors,
offieers and euployese wifh aore then one benking institntien, shieh ywo-
posed substitute, ss submitted to the Division of Exsminations, reads s
fallowss

more of
/ 61) A mutual savings bank.
(47 (1) %2) b venk, banking assoeistion, sevings bank, or trush

company, more then 20 per cent of the stock of which iz owned
by the United States or by any corpo-

|
§
s

A

ﬁ:ﬁf /
2 ®(5) 4 bank, benking association, sevings bank or trust
B vn £, company which hes been placed formally in liguidation or whiech
./ 48 in the hends of a recelver; couservator or other official
f/’ exercising similer funetions.
t ]

\ :
\\_,/
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(Q> ®(4) 4 corporstion prineipelly engnged in internstionsl
or foreign or banking in a dopendency or insular rosses-
mwwuumm“m-ummomm
vith the Pederel Reserve Board pursusnt to ssotion 25 of the
Foderal Roscrve Achy

m’ #(5) 4 benk, benking sssociation, savings bunk, or trust

. compeny, more than 50 per sent of the stook of which iz owned

directly or indirectly bLy persons vho owa directly or indiveotly

more then 50 per cent of the elock of sush member bank,

(4) #(6) 4 benk, benkiag assochstion, sevings bank, or trust

sompsny ot losated snd having no brench in the sews cily, towmn

aor village ac thet in which much mewber henk or asny brench there-

of is loceted, or in mny city, towm or village contiguous thereto.

f’»ﬁ“? "(7) 4 bank, benking aseociation, sevings bank, er trust

- conpany not engeged in a class or clasges of uasiness in which

such mesber bank L8 engaged.®
| In an endesvor to determine in & broed wsnd general way the affect
m&m.mmmwmmmmwoﬁmm
suthorized interlocking bank relotionships, the Division of Pxaminstions
hag reviewsd s large mumber of oubstending Clayton Act perult files end
has compiled certuin information vhich 1% is hoped may be of soue value
in this comnooction. This information hes Deen compiled mccording to
Federsl Reserve Distriots. Time hos not permitded an adequate and proper
consolidstion of the informetion obduined nor has it permittad of & stady

safficdent %0 formilate and express st this time any definite conclusiona.
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(L) A bank, benking association, savings bank,
or trust company of which such person is lawfully a

director, officer or employee on the date of the enact-

ment of the Banking Act of 1936: Provided, howgver,

That this exception shall not apply to any person who
5 £ _d;.,,
I esin AL L

ie sarvm;,\mdcr a éo;’;lit of the Federal Reserve Board

which is specificelly limited == to its duration.
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In the preperetion of the Information submitted herewith only ocurrent
Clayton fet filee with respect to which the effeetivenecss of the outetand-
ing permits has been ascertsined recently have been consulted. Generslly
speaking, the files on permits issued prier to sbout Jamery 1, 1034, were
not congulted; this fact should be borme in mind sinee it is possible that
meny of the older relationships may now be prohibited if the proposed sube
stitute 1s enscted into lew, WFurther, the “Ceses Involving Relstionships
¥hich May Not Be Disturbed™ cs indiested in the compilation, include also a
mumber of cases which may invelve "cantigucus territory” but the svailsble
information was not entirely clesr on this point.

It should be borne in mind that the present law spplies to services to
a pagionsl benk or & bank orgenized snd operating under the laws of the
United States and any other benk meking losns on stock or bond eollatersl,
while the proposed provision will include servieces to 2 member bank and any
other bank,

The task of reviewing the files snd compiling the informetion upon which
the sumardles with respect to eseh distriot sre based msg distributed among
e number of exeminers snd, since the determination of "eompetitive status®
end ®gualificetions® is quite eften & matier of opinion, minor differences
mmmm@mmmmmmrwammm
of evrors, perticulsrly in view of the limited time evaileble for the study.
However, the statistics furnished sre believed to be substentially correct
and to reflect generelly the reletiive sffect of the proposed substitute upon
those presently existing and suthorized interlocking relstionships whieh have
formed the basis for this study,

Ho sttempt hae been made at this time to appraise the effeet of the
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propoged leglislation upon those cages whigh have been definitely and finale
1y disspproved by the Board within the past year,
The following figures reflect & swmery of the informstion compileds
Casea Involving Relation~ Ceses Involving Relation~

Totel Cases ships ®hich Eay Hot ghips Whieh Apperently
Devigwed i@ Digturbed ikl Bo Prolibited
2580 2008 554

1, Tederal Reserve District No, 1.

Cages Involving lelation- Cases Involving Relation~

Totel Jasas ships Whieh May Net ghips Which Appsrently

Leviewed __..S.nm Hill Be Prohibited
158 850 108

0f the 105 individusls in the First Federal Beserve District whose
mshavabamudeapartarthiuswwm“hum-&mwﬁy
wold be prohibited by the eneetment of the proposal, 80 have served two or
more of the ingtitutions inwolved for five yeears or longer. The qualifications
of 80 of these individusls do not sppear %o be subject to pertieulsr guestion,
while the sttendance 2t diresctors® meetings of nine wes eritieized, the loans
ummm:mwmmmm_mmmumuuem
were eriticised, In P of the 105 cases the banks involved ere not lecated in
the same business commnity,

The following enslysis has been made of the competitive status of the
benks involwed in the 105 osees involving reletlomships which apparently
would be prohibited by the ensetment of this provision:
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(8) Hinor competition for commereisl business end

normel competitien for savings businees 71 %
{b) ¥inor competition for commercisl and sevinge

business 7
(o) Minor sompetition for sewings businssgs 8
{d) Nowymsl competition for comneraizl 2nd uﬂ.ﬁgs

hisiness i
{2) Normsl competition for somsercisl, sevings, snd |

trust busineas 1
{f) Hinor competitieon for commereial, saviaps, and
! trust usineas ' 2
{g) Acute compotition for commercisl, sevinge, end

trust business i
{b) ¥inor competition for commereisl snd sevinge and

norael competition for trust business 1
(1) Yormel competition for savings business a
{4) Winor competition for emmmercisl snd normel competi-

tion for trust businese »
(k) Hinor competition for commercisl snd tyust business 1
(1) Mo competition —

1038

# Horvris Plan beuks inwvaelved,
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£s Federal Reserve District No. 2.
Oases Involving Relation- Cases Invelving Relation-

Total Cases ships Which May Robt ships Which Apperently
Seviewed B - S e did) Bo Probibited
828 £8% 80

0f the 60 cases forming o part of thie study and involving relstion-
ships which apparently would be prohibited by the proposed substitute,
three involve private bunkers, further infermation concerning which has
not beem compdled ot thie time. Forty-four of the remsining 57 inter-
looking relstionships invalved have been in existence for five years or
moves, In 15 of the 57 cases, the banks inwolved sre not situsted in the
same business community. In 47 of the cuses, the gualifiecations of the
indivicusl involved do not appesr to be subjeet to partioular questiong
in alght of the csges information with respect to wuslificctions was not
readily avellsble in the files and the gualifiestions of two individuals
wore apoarently subjset 3o sowe question.

The compstitive stetus of the banks involved in the 57 euses (does
not include those involving private bunkers) involving relationships which
spparently would be prohibited has been asnelyzed as Tollows:

(s} Minor competition Tor savings Muasinese 6@
(b) Acute competition for both commersial and savings
tusiness i

{¢) Minor competition for both commercial snd savings
mginess and normel competition for trust

business 1
{¢) Normsl compotition for comwerclal tusiness snd minor
competition for trust business 2

() Hinor competition for commercisl buasiness snd normal
competition for savings Musiness 1
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(f) Normel competition for commercisl snd savings
tusiness

(g) Normal competition for commereicl, sevings and
trust busineass

{(h) Hormel competition for commercisl znd trust
Wuzineas

(1} Minor competition for commercinl and savings
businaess 10

(3) Normel competition for savings business

(k) HMinor coupetition lor comserclsl and trust businces
and normel competition for savings business

(1) Hiner competition for commercizl, savings and trust
businese

{m) Sormal competition for commercisl and trust business
and winor sompetition for savings business

{n) Acute competition for commereisal, sewings and trust
buainess

(o) Acute competition for commercisl tusincss

{p) Aecute competition for commercisl msiness and minor
competition for scvinge business

(q) Competitive stobus not determined i%

# In twelve of these ooses Sorris Plan bunks vere involved.
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%, Vederal Rezevve District No. 8.
Casgs Involving Relation- Cases Involving Relation-

Total Gases ships Widch May Bot ships Which Apjarently
Jeviewed et Bl st bod Jiill Be Prohibited

ias 35 83

O0f the 58 individualz in the Third Federnl Reserve District whose casss
hove been made o partd of this shudy and wvhose relationships sppurentiy would
bo prohibited by the ensotment of the yroposed mibstituts, 44 have served
o or more of the isstitutions involved for five years or more. The guali-
fieations of 28 of these individusls do nobt appesr to be subjeet to particu-
ler question, while informstion relotive to 28 of the individunls waz not
readily svailable. In 8 of the enses the benke invelved are not located in
the sems business commmitye. |

The following anzlysis has been nede of the coupetitive status of the
bunks involved in the 55 cases involving relationships whieh sppurently
weuld be prohibited by the ensetment of tho proposed substituter

(&) Minor competition for ssvings business 1
{b) Hormal competition for both commercial and ssvings business 23
(e) Bormal competition for ccmmercisl, savings end truet business 12

(d) Hinor compedition for scmwereial smd seavings business 5
(@) Hormsl competition for commercisl and saving: business snd
minor sompetition for trust business 4

(£) Einor competition for commercial, savin:a end trust business 3§
{g) Hinor competition for comsercial end normsl scompetition for

trust businesas . _ L
(h) Minor competition for commercisl snd asvings sud normal
competition for trust msinees i

{1) ¥o compatition involved
{3) Cases invelving & Borris Plsn benk é

e
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4. Pederal Reserve District Ho. 4.
Cuses Involving Felation- Cases Involving Relation-

Totul Casean ships Which Apsarently ships Which Apparently
184 137 47

OF the 47 coses foraing s perd of this study snd involving relstion~
ghipa which would spparently be prohibited under the proposed substitute,
26 involve interlocking reletionships which hove been in exdstence for §
years or more. In 17 of the 47 cases the banks involved sre not aiﬁahﬁ
in the ssue lusiness commmity. mwimumafwarmmm
flovolved do not supesr to be subject to Mwlw gueation; two appesr to
ba involved and informetion wos mot sveilsble concaruing five.

The competitive status of the banks involved in the 47 cascs irwolving
relationships whieh apparently would be probibited has besn apalysed as
followss:

{a) Normul competition for both commereisl and savings tusiness 13

{b) Minor competition for commercizl and normal coupetition for
savin ‘s businegs 2

{e) Mivor competition for both commercicl and savings business iz
(¢} Acute competition for both mmvl&l and sevings businose 6
{e) keute competition for commercisl, savings end trust business 4
(£) Hinor compotition for commercisl, savings and trust business &
{z) Normel competition for coumercial and savings business and

uinor competition for trust husiness 8
{h) Minor eompetition for ssvings only £
{1) NHormal competition for commereiel, savin:s and trust

tueineas ﬁ
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5. Federsl Reserve Digtriet Mo, 5.

Ceses Invalving Helation~ Capes Involving Relations
Totel Cases Whieh Hay Not ships #hich ipparmatly
Sevigeed P41 Be Prohibited

174 28 78

Of the 78 individuale in the Fifth FPedersl Regerve District whose cases
have boen made a purt of this study and whose relstionships spparently would
be proiibited by the ensctmaent of the proposal, 6l heve served two or more of
the institutions involved for five yesrs or more. ihe gualifiestions of 78
of these individusls do not appesr to be subject to partieulsr question, while
two sppeer % be involvsd finencially and ome spparently wes regerded 25 more
or less vesponsible for the condition of one or more of the banks involved.
In 2 of the 7€ eases, the banks invelved are not loeated in the seme business
commnity.

So~called "Industrial banks® wers involved in 23 cases and Horris Plan
banks were involved in 5 cases.

The following snalysis hss been mede of the competitive status of the
bans involved in the 76 cases invelving relationships whish apperently
would be probliblted by the encetment of thie provislons

(2) Normel esmpetition for commercial businese 3
(b) Minor competition for commercisl business R
(e¢) Hormel competition for ssvings business 10
(d) Acute compstition for sevings businese 4
{e) Minor competition for savings business 25

{£) Normel competition for both commerelsl snd sevings
business :
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(2) Normsl competitien for both sevings snd trust
usiness

(b) Hormel competition for sommsrclsl, ssvings, and
trust tusiness 8

(i) Minor competitien for commercisl mnd sevings
uginess

b

{3) Competition for loans only

S
*
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6+ Fedar:l Reserve District Ho. 6.
Cones Iavolving Helatlione Cagos Involviag Reletion-

Total Qases _ srips Thioh Hay Hot Ships Phich Ap erently
M .—-M.”
i8e 150 8

Of the & individucls in {he Bixth Fedor:l Recerve Distedct mhose cuses
have been mede & pert of tale study wnd whose relatiocnefips a pareatly .would
be prohibited by the ensctment of the propesal, 13 have served ten or more
of the institutions imvolved for five yeirs or longer. In soven coses the
buaks lavolved in ihe valsitlonshi. wileh apperentiy 9411 be prohibitsd sre not
located o the zame businegs muizity. The gusiificctime of &9 of these ine
dividuals do mot appecr to be subject to particuler gquestion, while the gualie
fioutioza of two appewre uvafevor:ble becouse of thelr wwiue use of the hunke!
oredit foet Atdes, nd the quelificstions of wmoiler sppecred guestionsble
becauss of his fiasaelsl comdition,

e following saslysis has besn mmce of the ccapetitive statu: of the
bunks iwvolved in the 37 cese: lavelving relationshipe whiie socarently ml.d
be pronibited by the epscment of this wovisions

{a) Acute competitiosn fur comsereia., savia e, =ad trugt

buainess 2
{b) heute competitio: for comwercicl = gvvings business .
(e) ¥inor cow ctition for commercisl, sevin g, sad
trust busiaess 4
(a) Minor competition for commercisl sad acviags busginess 17
(@) Minor competition for comserel:l «nd seviags sné normal
- competitioa for truci business : 5
{f) Acute comretition for commercisl and norssl competition
for tru2-t business S
{g) Miuor eompetition for commercisl .ud normel cumpetition
for savings busizesa : -
Digitized for FRASER 52

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



w 15 -

Ta ?ﬁdﬂ'ﬁl Reserve Digtrict Hoe e
Cases Invelving Relation- Cases Involving Relation-

Total Csses shipe Whieh Mey Not ships Whieh ipparently
Sevigwed i Db 880 DOG
281 28 68

Of the 66 individusls in the Seventh Pedersl Reserve District whose cases
heve been made o pert of this study ed whose relstionships spparently would
be probibited by the ensctment of the proposed substibute, 52 have served two
or more of the institutions inwolved for five years or meres The gualifies-
tiong of 58 individuels do not asppesr to be subject Lo pertieular question,
while £ asppeer to be subject to severe ecriticism and informetion reletive to
§ of the individuala wez not readily evalleble, In 24 of the 66 cases, the
banks invelved were not loeated in the same business commnity while in § of
the czses two out of three institutions iuvolved in each cuse were so located.

The sompatitive status of the banks invelved in these 66 cases hes been
malysed as followss

{a) Acute competition for sommereial, sevings snd trust
business

{b) Acute competition for commereisl snd sevings business

(e¢) Acute competition for savings business

{d) Normel competition for commercial, sevings, =nd trust
business

e

{e) Hormal competition for commereisl snd sevings business
(ﬂﬁmalmuﬁeufwmnmmtmu
{g) Normsl competition for ssvings business

(h) Hormel competition for commereisl business and minor
competition for savings business

o = B w

P
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(1) dinor competition for gommereisl, sevings, and
trust business :

(3) Minmor competition for sommerclial and sevings
buginess

(k) Hinor competition for commereisl business
(1) Minor competition for savinge business
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8¢ Yederel Reserve District No. 8,
{ases Involving Relatione Cases Involving Relation-

Total Cages Which MHey Not ghips ¥hieh Appavently
Loviewed el B Prohibited
100 8l 2

0f the nine individusls in the Eighth Fadevel Reserve Distriet whose
gages hove been made & part of thia study and whose velationships would be
prohibited by the ensctment of the propossl, four have served two or more
of the inmstitutions involved for five yeers or more. Ihe qualifications of
these nine individusle do not appear %0 be subject to pertiouler question,
The following snelysis has been sade of the competitive status of the
benks invelved in the nine csses invelving relationships which apparently -
wgald be prohibited by the ensctment of this provision:
(a) Normel eompetition for comsereisl business 3
{b) Hormsl competition for both commerelsl and ssvings
Settisss ;
(e) Hormsl competitdon for commerelsl, sevings, sad
trust business 1

{2) Zcute sompotition for commerciel and ssvings
83

Qi
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8, Pederzl Reserve Bletrict Ho. 9.

Cases Involv.ng Relatlon- Cepes Involving Relation-
Total Case=p ghips which Hay Wot shipe Whieh Apjperently
o4 198 z8

Of the %8 individusle in the Winth Fedsral Reserve Distriet whose csses
bave been mude ¢ part of this study end shose reloticoships spperently would
be problbdied by the ensciment of the wropossl, 20 have serveld twe or more of
the iagiitutions invelved for five yesro or more. The quslificctions of 76 eof
‘these ladividusls do not appear to be subjeet to crticular question, while £
appesr to e involved fineselsally. Ia 7 of the &8 caves, the bunks lavolved
ere not l@ﬂﬁw in the seme busines: community.

The followming unslyeis hup besn mode of thée comgatitdve statue of the
beukg invelvad in the 28 cases involving relstlonsniy s vhich appereatly would
be osrohibited b the eoseotment of this wovisiong

(a) Hormol competition for commercinl wnd savings
busincss |

(b) Minor competition for commercicl snd ssvinge
buginesc '

(e) Misor comostition for commerelel business

{d) Miaor ecmpetitios for ssvings business

w ¢t W 0

(o) Bormsl compotition for sevin o busi.ness

{f) Acute competition for commercisl snd saviags
huginess

ot

(g) Acute competition for eavinge en: trusi business
and pinor competition for commerel:zl business

(k) Ho competition

2] S
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10, PFadercl Reacyve District Ho. 10,

Cases Invoiving fel tlon~ Ceses Tavolving Halstion-

Totul Coaes ships Bhlci May Nob ships Waleh Apparently
~Agrieued, B 75 D575 S—
383 354 45

Of the 49 cases forming v part of thie study aud invelving wolstionships
wileh spparently -wgt_zlzﬂ be proaiblisd under the proposed substiiule, 53 lavoive
interlockin, relationships which have been in exisience for O years or uore,

In 35 of the 49 cases twe or mers of the banks involved sre situcted in the
suus businese comsunity. In 48 of the coces the gualiflections of the individuel
Lav ivml do not appscr to be subfeet €4 urticulsr questicn.

Tho competitive staius of tho banks lmwclved in ihe 49 cases involving
reletionsaipe which epparently sould be prohibitel hes been snslyzec ss followss

{s) Bormsl oompetition for boih commercicl and soviags

ousinese bs)
{t) Binor competition for commercisl business 5
{c) Horacl cumpetition for comsercial business mnd simr

competition for suvia.a business i
{d) Wimor cowpetition for boilh comsereisl and savings

busineas RE
(e} Acute coupstiiios for bath commorcisl and savings

businces 8
(£) Acut: compotition for comsereicsl, zevings, mé

trus buslness 3
(g) Binor competition for comsercial business sud normel

comnetition for trust business i
{n) Coopetition for losms only # 3

‘ : 49

# Involve coses where there ;;‘.Q;“:&!:,rié to be no caepstition for
deposita or frust bueinesa butl whers there sppecrs o be
gome compeblition for loanse
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' Cases Invelving Relaticn~ Cages Involviag Relutione
Total Cusve ghips sdich ¥uy Not ships ¥hich Apperently
M % y

igs 183 18

Of the 13 csses in the Eleventh Federszli Resorve Disirici forming & part
of thils gludy and lavolving reicileasnhlps whien apperestly would be prohibited,
11 lavoive relstfons ips thot have been in existencs for five ysurg or Pore.
The qwlifiaa—:tiaﬁs af the ladividusls involwes crs spparently notl subjsetl o
partieul r quastion.

The comootiilve slatis of the beaks lavolvec in these 10 cuses have
been saulysed as followss

{a) Horzal competition for boith somsercisl snd suvings
buginess . 9

(b) Minor com etition for bota comsercisl snd suviags business &

{e) Hiaor compeiition for srvings buniness - ¥
: 13

# JIavolves Morvis Plsn bankge
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«lf e
12, Federsl Reserve District No. 12,
Cases Involving Relution- Ceges Involviang Relation-~

Total Cases - ghipe ¥oicn Hay Not ships ¥hich Appareatly
P T T i BARESNERGE

92 174 13

Of the 16 individwle in the Twellth Pedsral Reccrve District whose cases
have been made ¢ part of thie study wad whose relstioushlps epparenily would
be pro:ibited by the ensctumsnl of the _ru-osel, 1% have served two or more of
the lastitudlons iavelved for five yeurs o more. The quelifications of 16
of thess individuals do not appesr to be subject 1o sarticular question,
wiile one apperently was regoyded sa sores or lees respoasible for the ocondition
of cus or more of the bauks lavolved, and there wes no laiormation sveilsble
conceriing the guelifications of one. In & of the 18 cesesa ihe benke involved

~are aot located n the same husinecs eoumuniitye

The following anslysis heo teen nede of the compeiitive status of the
buuks iovelvec In the 18 cages L volving voloitloanships whdch s parently would

be prodibited by the ensctmout of the vovisivap

{a) Hormel competition for commsrcisl snd sevings business 1
(b) hcute competition for commercicl snc scvings lusiness 3
(c) Minor competiticn for commerclal tnd eawings businees 1

(¢) seute competition for commereicl, savings :nd trust
business

() Minor com etition Sor comsercicl snd coute competition
for sevinge and trust business

o8

{f) Hinor comgetition for commercisl smd sevings and mormsl
for truet buslases

(g) Hormel competiiion fur trust busiaess
(h) feute comyetition for truet business
(1) Minor competition for ssvia s businese

g‘\awuw
7

# These ecages nvolve an ¥industrlel Bunk" and a
Morris Plsn Bank, resjeciively,
Digitized for FRASER -
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