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FEDERAL DEPOSIT INSURANCE CORPORATION 

WASHINGTON 

February 6, 1943 

Dear Mr. Eccles: 

Mr. Crowley has requested me to send you the 
enclosed copy of the le t te r dated February 1, 1943 received by 
him from Mr. A. P. Giannini, Chairman of the Board of Directors 
of the Bank of America N.T. & S.A., relat ive to the action of 
this Corporation on the application of the Bank of Nevada, 
Las Vegas, Nevada, to become an insured bank and correspondence 
relating thereto. 

This is furnished for your information and as, 
soon as a reply has been drafted, a copy of that w i l l likewise 
be sent to you. 

Yours very t ru ly , 

(Signed) Francis C. Brown 

Francis C. Brown 
Solicitor 

The lionorabls Marriner S. Eccles, Chairman 
Board of Governors of the 
Federal Reserve Qystem 
Washington, D. C. 
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BANK OF AMERICA 

Nat iona l Trust & Savings Assoc ia t ion 

A. P. Giann in i Palm Beach, F l o r i d a 
Chairman o f the Board o f D i rec to rs February 1, 1943 

Hon. Leo T. Crowley, Chairman, 
Federal Deposit Insurance Corporat ion, 
Washington, D. C. 

Dear Mr, Crowley: 

My a t t e n t i o n has been c a l l e d t o l e t t e r s which you have recen t l y 
w r i t t e n t o Senators McCarran and Scrugham o f Nevada, dated respec t i ve l y 
December 29, 1942 and January 5> 1943-

I f these l e t t e r s accurate ly express your tnoughts w i t h respect 
t o the subject matter covered, you are ev iden t l y l abo r i ng under a gross 
misapprehension which can very x e a d i l y be cor rected. I n a d d i t i o n t o 
t h i s , however, bo th o f the l e t t e r s conta in imp l i ca t i ons w i t h respect t o 
the Bank o f America which are whol ly unwarranted and which would seem t o 
cons t i t u t e g ra tu i t ous r e f l e c t i o n s upon i t s management. 

They were w r i t t e n tx> exp la in the d isapproval o f the a p p l i c a t i o n 
o f the new l i t t l e Bank o f Nevada a t Las Vegas, Nevada, w i t h deposi ts o f 
some two and a h a l f m i l l i o n do l la rs> t o become an insured bank. I n your 
l e t t e r t o Senator McCarran you say: "Frank ly , the quest ion presented i n 
t h i s instance could not be determined s o l e l y on the bas is o f the e l i g i -
b i l i t y o f t h i s p a r t i c u l a r i n s t i t u t i o n . The quest ion i n e v i t a b l y invo lves 
the broader quest ion o f the a d v i s a b i l i t y o f the f u r t h e r expansion o f the 
Bank o f America." 

I n your l e t t e r t o Senator Scrugham you speak o f the a t t i t u d e o f 
the th ree Federal banking agencies, saying: "They recognize, t o o , f rom 
past experience the great losses su f fe red by deposi tors froin over expan-
s ion o f c r e d i t , and f o r t h a t reason, they are una l t e rab l y opposed t o f u r -
t he r expansion o f the a l ready extensive branch banking conducted by the 
Bank o f America." 

I am advised t h a t the o f f i c e r s o f the Bank o f Nevada a t Las 
Vegas gave- complete i n fo rma t ion as t o the ownership o f the stock i n t h a t 
bank; t h a t the bank was examined by examiners appointed by your Corpora-
t i o n ; and t h a t you were suppl ied w i t h a l l necessary i n fo rma t ion concern-
i n g i t . You should know, t he re fo re , t ha t t h i s bank does not represent 
any expansion whatsoever o f the Bank o f America. You should also know 
t h a t so f a r as extension o f c r e d i t i s concerned the Government o f the 
Uni ted States i s the ch ie f r e c i p i e n t since the bank's assets cons is t over -
whelmingly o f cash and Government bonds. You seem to admit tjhat the bard?' 
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Hon* Leo T. Crowley - 2 - February 1, 1943 

i s e l i g i b l e , but c la im the r i g h t t o r e j e c t i t because you d i s l i k e another 
insured bank. I am advised t h a t you have no such a u t h o r i t y , but t ha t i s 
beside the po in t f o r the present. 

I n both l e t t e r s you speak of a tremendous r i s k concentrat ion 
i n the Bank o f America and of the great concern tha t your agency and the 
other two Federal agencies f e e l over the problem presented by the a p p l i -
ca t ion of t h i s smal l bank i n Nevada on t h i s account. You even go t o the 
extent of assoc ia t ing undue expansion o f c r e d i t w i t h branch banking as 
exempl i f ied i n the Bank o f America, and i n t h i s connection you r e f e r t o 
" loose bank management and bank supervisions." Of course I do not know 
whether i n r e f e r r i n g t o loose supervis ion as bear ing upon the den ia l of 
t h i s app l i ca t i on you in tend any r e f l e c t i o n upon the au tho r i t i e s i n the 
State of Nevada who had prev ious ly approved the charter as w e l l as en-
dorsed the app l i ca t i on f o r insurance, or whether the statement i s a mere 
inadvertent r e f l e c t i o n o f a t t i t u d e by a Federal o f f i c e r accustomed t o ren-
der ing f i n a l judgment i n extending the bene f i t s o f Federal s ta tu tes which 
are requi red t o be extended on a basis of equa l i t y and wi thout d i s c r i m i -
na t ion . I assume tha t the State au tho r i t i es are e n t i r e l y competent i f 
they choose t o deal w i t h t h i s phase. However, i n so f a r a,s your expres-
s ion of an adverse judgment concerns the Bank of America by assoc ia t ing 
w i t h i t s branch banking system the specter o f a dangerous expansion o f 
c r e d i t , I f e e l t ha t my long experience i n banking e n t i t l e s me t o enter a 
vigorous pro tes t and r e j o i n d e r . 

Not on ly t h i s , but I f e e l t ha t i t a lso e n t i t l e s me t o say t o 
you very f r a n k l y t ha t branch banking occupies j u s t as l eg i t ima te a place 
i n the banking system o f t h i s country as u n i t banking. I t i s expressly 
author ized by law and i n my opin ion i t i s the duty o f Federal o f f i c e r s 
charged w i t h admin is ter ing Federal banking s ta tu tes t o administer them 
on a basis o f equa l i t y as between branch banks and u n i t banks. 

As the head o f one of the Federal bank supervisory agencies i n 
the United States, I assume tha t you are aware of the f a c t t ha t the branch 
banking system i s very extens ive ly developed i n a l l o f the Engl ish speak-
i n g wor ld as w e l l as elsewhere. I t i s f i r m l y establ ished i n many states 
of t h i s country and i n many fo re ign countr ies such as England, Scotland, 
I r e l a n d , Canada, A u s t r a l i a , New Zealand, South A f r i c a , I n d i a , Turkey and 
Sweden. Wherever establ ished i t i s serv ing the pub l ic so w e l l t ha t there 
i s no thought of depar t ing from i t . One of the greatest mer i ts o f t h i s 
system i s t ha t i t gives t o such banks the s t rength and s t a b i l i t y which 
come w i t h wide d i v e r s i f i c a t i o n of assets, wh i le g i v i ng t o the communities 
i n which branches are located greater f a c i l i t i e s than they could o therwis^ 
enjoy. 

Another mer i t o f t h i s system l i e s i n i t s ef fect iveness as a de-
t e r r e n t t o the monopol izat ion of c red i t i n f i n a n c i a l centers s i tua ted r e -
mote from1areas i n need of c a p i t a l and c red i t f o r the development of t h e i r 
resources. The decen t ra l i za t ion of c red i t con t ro l was a fundamental con-
s ide ra t ion by President Wilson and Senator Glass when they secured the 
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c rea t ion of the federa l Reserve System. This i s r e f l e c t e d not only i n 
t h e i r una l terab le oppos i t ion to a Qentral bank but also i n the prov is ions 
of the Federal Reserve Act l oca t i ng autonomous Federal Reserve banks i n 
separate d i s t r i c t s throughout the country, thus g i v i ng t o each d i s t r i c t 
a measure of independence. This independence would be l a r g e l y destroyed 
by the impos i t ion of r e s t r a i n t s upon the development of f i n a n c i a l i n s t i -
t u t i ons w i t h i n such d i s t r i c t s which would be capable of supplying the 
c red i t needs of the l o c a l i t i e s w i t h which they are i d e n t i f i e d . Exper-
ience shows tha t branch banking furnishes p r a c t i c a l l y the only a l t e rna -
t i v e t o dependence upon remote sources f o r adequate c red i t supply. 

Furthermore, w e l l developed branch banks are not suscept ib le 
t o the in f luence of la rge correspondent banks i n Eastern money centers, 
and the experience of the past t en or f i f t e e n years i n banking, as w e l l 
as t ha t o f the present war emergency, should impress p r a c t i c a l men w i t h 
the value of t h i s feature of independence. I have no way o f knowing 
whether your apprec ia t ion of the value of independence continues t o be as 
marked as i t was several years ago, when d i r e c t i n g the a f f a i r s of your 
Corporat ion was a f u l l - t i m e job . l o u r references then t o the re l a t i ons 
between the metropo l i tan banks and t h e i r 11 count l y cousins" and your com-
ments upon the "we l l -de f ined path of f a i l u r e s from r u r a l areas t o Wal l 
S t reet " st ruck a responsive chord. We do not propose t o t read t ha t path. 

You know as w e l l as I t ha t those who l o s t the f i g h t they made 
f o r the cen t ra l bank idea have never become reconc i led t o reg iona l inde-
pendence, and I have no doubt t ha t they applaud evey move to obstruct 
i t . I t r u s t t ha t the connections you have made i n f i n a n c i a l c i r c l e s 
since going t o Washington do not cause you t o overlook these f a c t s . At 
any r a t e , the l a w under which your Corporat ion operates furn ishes a c lear 
guide by which t o determine the app l i ca t i on o f a bank i n Nevada f o r i n -
surance. Why resurrect the ghosts t ha t have been exposed i n the past? 
Why not f o l l o w the law? 

The a b i l i t y o f banks i n t h i s area t o f inance the unprecedented 
expansion w i t h i n i t of war i ndus t r i es such as a i rp lane const ruc t ion, 
sh ipbu i ld ing , magnesium, s t e e l , power, lumber, food, e t c . , i s an ample 
demonstration of the mer i ts of branch banking. No s i m i l a r area i n the 
United States has so great an economic d i v e r s i f i c a t i o n as has C a l i f o r n i a 
and branch banking, i f not s t rangled by Washington bureaucracy, w i l l not 
only g rea t l y a i d i n the development of i t s great resources but w i l l help 
t o mainta in t ha t degree of r e g i o n a l independence which i s so essent ia l t o 
soc ia l and economic s o l i d a r i t y . 

A branch banking system such as the Bank of America, large 
enough t o enjoy the heal thy d i v e r s i f i c a t i o n of assets which character-
izes an economy as diverse as tha t of C a l i f o r n i a , does not r i s e and f a l l 
w i t h the a l t e r n a t i n g t i des t h a t may ser ious ly a f f e c t one l o c a l i t y or a 
number of l o c a l i t i e s i n which a s ing le i ndus t ry may be predominant. 
Nevertheless, you Would seem t o regard the i nsu r i ng of such a bank as i n -
vo lv ing a "concentrat ion of r i s k . " As a matter o f f a c t , i t would be more 
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accurate t o say tha t i n i nsu r i ng i t your Corporat ion automat ica l ly ac-
quires an advantage (which i s essent ia l t o the soundness of any insurance)— 
tha t of spreading the r i s k over a id.de base. Your Corporat ion i t s e l f i s 
a device f o r spreading the r i s k of deposit loss over the banks as a whole. 
Therefore, the greater d i v e r s i t y o f assets i n a p a r t i c u l a r bank the more 
near ly does i t conform t o the p r i n c i p l e upon which your Corporation i s 
founded. From the viewpoint of deposit insurance r i s k your Corporat ion 
i n i nsu r i ng a bank covering a broad and d i v e r s i f i e d area i s much b e t t e r 
protected than i n i nsu r ing a la rge number o f smal l banks, the loans and 
investments of which are less d i v e r s i f i e d . Furthermore, i n view of the 
p o l i c y of your Corporat ion t o aver t loss i n la rge banks by p ro tec t i ng de-
pos i to rs t o the f u l l extent of t h e i r deposi ts , I cannot understand why 
you would speak of concentrat ion of r i s k i n a bank as though i t pa ra l -
l e l e d a la rge volume of deposits or loans or as though one bank was pecul -
i a r i n t h i s respect. Other banks also have la rge deposits and loans and 
I have heard of no e f f o r t s on the par t of the Federal Deposit Insurance 
Corporat ion t o c u r t a i l t h e i r business. A l together , your references t o 
c red i t expansion and concentrat ion of r i s k seem t o me t o be e n t i r e l y i n -
appropr iate and so u t t e r l y inadequate as an explanat ion of the ac t i on of 
your Corporation i n t h i s instance t ha t instead of j u s t i f y i n g i t they 
would seem to reveal i t s character as a r b i t r a r y o f f i c i a l ac t ion . 

So f a r as the Bank of America and i t s ma,nagement are concerned, 
the bank has had an ext raord inary experience which i n i t s e l f i s a t e s t i -
monial bo th t o branch banking and to the competency of i t s management. 
I t has survived earthquakes, f i r e , panics, depressions, the moratorium, 
conspiracies, and a b i t t e r proxy b a t t l e ; i t has stood up under constant 
harassment on the par t of bank supervisory au tho r i t i e s and other Federal 
agencies; i t has saved many thousands of bank depositors i n the area 
where i t does business the misfortune tha t overtook depositors i n other 
par ts o f the country. Aside from a few l o c a l i t i e s where needed f a c i l i -
t i e s have been a r b i t r a r i l y denied, there i s no general area i n the United 
States t h a t i s b e t t e r served bankingwise than the area served by the Bank 
of America. Today the bank's c a p i t a l funds are the greatest i n i t s h i s -
t o r y . I t has been able t o u t i l i z e i t s earnings t o o f f s e t losses o r i g i n a t -
i n g p r i m a r i l y i n banks which were taken over, many at the urgent request 
of supervisory a u t h o r i t i e s , and which were i n c i d e n t a l t o the greatest 
banking catastrophe i n the h i s t o r y of our country. I t continues t o main-
t a i n an earning capaci ty second to no bank i n the United States. A bank 
and a management wi th such a record should, i n my opin ion, be e n t i r e l y 
d isassociated i n the minds of responsible Federal supervisory au tho r i t i e s 
when dwe l l ing on loose bank management. Why would they not t h ink of ex-
periences w i t h which they have had closer contact? Our correspondent 
banks and large commercial c l i e n t s , as w e l l as our m i l l i o n s of customers 
who appreciate the q u a l i t y of our serv ice, w i l l t e s t i f y tha t t h e i r exper-
ience i n doing business w i t h us has demonstrated t o t h e i r s a t i s f a c t i o n 
t ha t there i s not a more sound bank or one t ha t i s more competently man-
aged than Bank of America. I n many respects i t has furn ished a pa t te rn 
t o be fo l lowed by others. 
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I t has always been the p o l i c y of t h i s bank t o welcome competi-
t i o n . We be l ieve i n compet i t ion. I note t ha t Congress has authorized 
your Corporation t o loan i t s fundg, which are der ived from the assess-
ments on a l l banks, t o f a c i l i t a t e mergers and conso l idat ion of banks. 
Th is , o f course, does not help t o mainta in competi t ive condi t ions. I 
note, too , tha t t h i s au tho r i t y haa been ra ther l i b e r a l l y exercised. A l -
together i t appears t ha t there has been an increase i n the number of 
branches operated by other banks and a decrease i n the number of u n i t 
banks dur ing the past several years. I t wouM seem from t h i s t ha t your 
Corporat ion does not shr ink from car ry ing out t j ie po l i c i es establ ished 
by law where other banks are concerned, nor does i t hes i ta te apparent ly 
t o lend i t s weight i n support of d isc r im ina to ry ac t i on of other super-
v i so ry au tho r i t i e s where the Bank o f America i s concerned. 

Refer r ing again t o your statement concerning "expansion of 
c r e d i t " I wonder i f you rea l i ze the u t t e r baselessness o f any express 
or imp l ied charge against the Bank o f America. I do not know whether 
you have seen the l a s t annual repor t of President L. M. Giannin i t o the 
stockholders of the bank, but l e t me c a l l your a t t e n t i o n t o a few of 
the i tems. The increase i n deposits dur ing 1942 amounted to $677*756,778; 
investments increased $572,635,534; loans decreased $74,099,592. The i n -
vestment i n the ob l iga t ions of the Federal Government and i t s agencies 
increased $549,353,356. I t s l i q u i d i t y i s even greater than would be e v i -
denced by t h i s f i g u r e alone f o r out o f the t o t a l investment i n Government 
secu r i t i es of $1,043,061,518.77 at December 31, 1942, $510,563,000 or ap-
proximately ha l f o f the investment was i n ma tu r i t i es o f f i v e years or 
less and more than one- th i rd of the account represents ma tu r i t i es of one 
year or less , aftd added to t h i s i s t o t a l cash o f $605,041,384.74* The 
loans and commitments f o r war product ion purposes f o r the twelve months 
ended September 30, 1942, t o t a l e d $409,631,000 and many of the loans mak-
i n g up the t o t a l o f the bank's loans are "V" loans. Besides, the bank 
dur ing the l a s t calendar year sold t o the pub l ic $160,218,000 war saving 
bonds. I know you do not mean t o c r i t i c i z e the bank on account o f i t s 
p a r t i c i p a t i o n i n the f i n a n c i a l program of the Government i n connection 
w i t h the war, but v&y do you t a l k o f c red i t expansion at a l l i n connec-
t i o n w i th the Bank of America? Your Corporat ion reviews the repor ts of 
i t s examination. You have the fac ts and you know tha t there i s not a 
bank i n the United States o f comparable size which "has a more favorable 
loan experience or a f i n e r loan p o r t f o l i o than the Bank of America. 

You also have the fac t s w i t h reference t o banks other than 
Bank of Nevada tha t are under the same ma jo r i t y ownership as tha t bank. 
(This bank i s not i n tha t category, f o r less than IQpf of the common stock 
of Bank of America i s owned by any one stockholder . ) I know tha t t ha t 
ownership would i n v i t e any comparison you may be i n c l i n e d t o make between 
the management of such banks and the former management of them, or be-
tween the present management and the management o f other insured banks. 
I am conf ident t ha t any such comparison w i l l r e s u l t most favorab ly . I f 
you c la im f o r your Corporat ion the r i g h t t o d iscr iminate between apply ing 
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banks on the basis of the absolute o r r e l a t i v e quan t i t y of bank stock 
owned by a p a r t i c u l a r stockholder, would you be good enough to advise me 
of the l e g a l p rov is ion au thor i z ing such d iscr iminat ion? Where does the 
law draw the l i ne -as t o quant i ty? Po you c la im the r i g h t t o deny a p p l i -
cat ions of q u a l i f i e d banks which are subs tan t i a l l y under the same type 
or q u a l i t y o f ownership as other insured banks? Upon what l e g a l or other 
basis do you d iscr iminate against e i t he r ma jo r i t y or m ino r i t y stock-
holders or both? I should appreciate any in fo rmat ion you might be able 
t o -g i ve me along t h i s l i n e . 

Your l e t t e r s suggest another quest ion tha t i s perhaps more 
d i r e c t and per t inent than any o f the above. Under what p rov i s ion does 
your Corporation or the other Federal banking agencies determine the ad-
v i s a b i l i t y of any banking corporat ion increas ing i t s l eg i t ima te business 
along sound l i ^ e s and under what law can i t or they determine whether i t 
i s advisable f o r one bank t o extend i t s l eg i t ima te business and f o r 
another bank, equal ly equipped, not t o do so? 

I l i k e t o be f rank i n s t a t i n g my p o s i t i o n or i n discussing the 
a f f a i r s o f i n s t i t u t i o n s i n ?Mch I am i n te res ted w i th those vested w i t h 
supervisory au tho r i t y . You may r e c a l l t ha t X wrote you qu i te f u l l y on 
June 2, 1938, concerning your address t o the C a l i f o r n i a Bankers Associa-
t i o n . I n t ha t address you had incorporated what seemed to me t o be an 
unwarranted assaul t upon the branch banking systep. of the State, which 
you deleted dur ing ac tua l de l i very - Subsequent events showed tha t t h i s 
address corresponded somewhat i n po in t o f t ime w i th the work of the con-
sp i ra to rs who were then endeavoring e i the r t o wreck or gain con t ro l of 
the Bank of America. 

I have always earnest ly and cons is ten t l y endeavored t o promote 
a b e t t e r understanding of the i n s t i t u t i o n s w i th which I have been asso-
c ia ted f o r the major par t of my l i f e , and I have p a r t i c u l a r l y endeavored 
to en l ighten those i n h igh places who have the r e s p o n s i b i l i t y of bank 
supervis ion i n the pub l ic i n t e r e s t . I know tha t the measure of pub l i c 
serv ice any f i n a n c i a l organizat ion can render i s dependent l a r g e l y upon 
confidence—confidence born of honesty and understanding. I t i s a t 
t imes d isheartening to f i n d h igh l y placed persons who have access t o ac-
curate sources of in fo rmat ion s u b s t i t u t i n g grossly erroneous assumptions 
f o r f ac t s and using them i n an attempt t o j u s t i f y unwarranted o f f i c i a l 
ac t ion , but I s h a l l continue to consider i t my duty nevertheless t o set 
them r i g h t . 

Sincerely yours, 

(Signed) A. P, Giannin i 

Chairman of the Board 
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