
(Clayt ' -* r e - w r i t • o* 
Cagli r a f t ) 

DRAFT OF SPQGBSTEP LITTER TO MR. A. P. QIAMNIMI 

This i s i n rep ly to your l e t t e r of August 17, 1942, with 

refersnee to the notion of the Boerd of Governors i n denying the a p p l i -

cat ion f o r the establishment of branches e t Ttapis C i t y and Alhaabra 

by the F i r e t Trust and Savings Bank of Pasadsoa, whleh i s control led by 

Trsnssswrlea Corporation through the ownership of a major i ty of the 

c a p i t a l stopk, Tour l e t t e r was acknowledged/fft«r I had l e f t f o r a 

wi«l f4Ml U4/1I*. n • trf An M4 

stock, lour l e 

i* W M r , d a y t o i vacat ion, as/Mr, Clayton advised ysm wider date of August 21, 1942. 

Since returning from my vacation, a number o f pressing matters, 

including war f inancing, have had f i r e t claim upon my time* Consequently, 

I have ec&ly recent ly had an opportunity to consider with Governor MsKee 

and the other Members of the Board and cer ta in of i t s s t a f f the s t a t e -

ments emd charges contained i n your l e t t e r , with whish wo f l a t l y d i s -

agree. 

I o n w i l l r e s e l l that i n Jeouary, 1942, ths F i r s t Trust and 

Savings Bsak o f Fasadsna wrote a l e t t e r to ths Fsdsral Reserve Bank o f 

San Franclseo s t a t i n g , among other things, tha t i t had "wider considera-

t i o n the sstablishment of several branch banks," Temple C i t y sad Alhaabra 
\ 

being aentisasd s p e c i f i c a l l y . This was short ly a f t e r Treassasrisa Cor-

porat isa obtained oontrol o f the bsak* For soas t i a s p r i o r thereto , the 

Comptroller o f the Currency had repeatedly refused to permit sapsasioa 

l a t h , " # w , f o f ^ ^ ^ ^ ^ T " " 1 " 

Corporation group. On February 14* 1942, ths Board requeeted ths Federal 

Reserve Beak, as w e l l as T r i as tas r lca Corporatioa, tha t the bsak bs 
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advlsed, before i t took any further stops to coneummats i t s plans, 

that ths Board had given careful consideration to ths information sub-

mitted and to other pertinent information in i t s f i l e s and had reached 

the conclusion that i t should not approre the eetabliehaent of the pro-

posed branches on the basis of the information before i t * 

l a r i e v of previous discussions and undsrstandings, the Board 

waa aomewhat eurprised to learn of theee plane for expansion. Accord-

ing ly , i t mas considered deeirable for the Board to express again i t s 

• 

views i n the matter. This was dons i n i t s l e t t e r of February 14, 1942, 

in which the Board advised Tranaoaerlca Corporation of the action takea 

and stated! 
"Should your Corporation have say plans for the 

fur ther expansion of i t s interacts i n beake, e i ther 
d i r e c t l y or i n d i r e c t l y , through the mechanism of ex-
tending loans to others for ths purposs of acquiring 
beak stock, or in say other manner, you are requested 
to advise ths Board through the Federal Reeerve Bsak 
of Sen Francieoo before any such plans are cons isaii ted. 

"Ths Board* s posit ion i n th is aa t te r i s i n aoeord 
with ths po l icy , upon whleh there i s unanimous agree-
ment by the Board, the Comptroller of the Currency, aad 
the Federal Deposit Insurance Corporation, that the 
Federal bask supervisory ageaeise should, wider coded, ag 
s i i nsastsnass, decline permission fo r the acquisit ion 
d i r e c t l y or ind i rec t l y of say addit ional bmklng of f ices 
or say substantial in terest therein by Trents—rice Cor-
poration, Bsak s f Aaerisa I . T . It S,A«, or say other s a l t 
o f ths Trsasssarioa group." 

Ververtheleee, ths F i r s t Trust aad Savings Beak of Fasedsai 

• continued i t s plaaa sad on Fekaaary 28, 1942, satered into a 

soatrust to aeeame dspoelts sad tske over assets of the Teaple C i t y 

Kat ieaal Baak with a Titer to operating a breach a t that locat ioa . Oa 
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Juae 10, 1942, the bank f i l e d a formal application for tha establishment 

of branehee a t Temple Ci ty and Alhambra. On July 10, 1942, the Board 

declined th is application and requested that the bank and Tranaamarica 

Corporation be advised accordingly. 

For some time the Comptroller of the Currency has been un-

w i l l i n g to approve fur ther expansion through the establishment of 

addit ional branehee, by the Bank of America N. T, & S. A* and other 

important national banks i n \ h e Trsneameriea system. Ve are advieed 

that the Federal Depoelt Insurance Corporation haa indicated i t e 

unwillingness to insure eny newly organized State nonmember bank i n 

which Tranaamerica Corporation wuS^»^nt«*est or any bank in the group 
A 

which may withdraw from the Federal Reserve System. As for the Board1 • 

posit ion, so long ae Tranaamerica Corporation snd i t s a f f i l i a t e d l a * 

st i t u t ions pursue t h e i r preeent f inancia l pol ic ies and^aethoda of 

expansion, i t w i l l oonslder as unsound the e f for ts of Tranaamerica 

Corporation to continue i t e expeneion program through the organisation 

of new State banks, ths asquisit lon of oontrol of exist ing State benks, 

s r ths conversion of nat ional bsnks to State banks and the ectahliahsNnt 

of brenohes thereof* This i s par t icu la r ly true i f the ehenge or con-

ereion from one Jurisdict ion to another i e for the purpose of avoiding $ ^ 

•s t r i c t ions or requirements of other Governmental agencies, charged 

i t h the responsibi l i ty of supssTislny mask beaks. Ths Board also fee ls 

that ths sstafellshmeat o f a State breach baaking organisation in an area 
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already covered by a nat ional branch banking organisation conaected 

wi th i t l a unsound sad could e a s i l y losd to a repe t i t ion of the 

unhealthy type o f expansion used i n the twenties* 

I t i a understood that both the Comptroller of the Currency 

end the F*D*I*C* are i n coaplete agreement wi th t h i s view. Accordingly, 

the Board does not propose to be used as a means of avoiding tha 
— - — — 

considered by the Board to fce J u s t i f i e d under ex is t ing circumstances. 

The foregoing w i l l indicate some o f the more important 

considerations underlying the Board* s posi t ion i n t h i s matter. I a 

view o f our previous discussions with you and other representstlvea 

of your organisations, i t i s f e l t unnecessary to go in to fur ther d e t a i l * 

Tours s incerely , 

M. S. Bccloe, 
Chairman. 
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