
DRAFT 
February 15, 1945* 

CONFIDENTIAL 

The Board's; p o l i c y i s not the r e s u l t o f one inc iden t and i s 

not based.on one reason. I t r e s u l t s f rom the cumulative e f f e c t of a l l 

o f i t s experience. I n the l a s t ana lys is i t represents a lack o f con-

f idence i n the management which l ack o f confidence has been expressed 

as d i s s a t i s f a c t i o n w i t h the " f i n a n c i a l po l ic ies 1 * . The management's 

conduct persona l l y , as the dominating in f l uence i n the Bank of -America, 

and as the dominating in f l uence i n Transamerica, i s a l l pe r t i nen t i n 

any issue i n which the Board exercises i t s d i s c r e t i o n whether exercised 

i n the mat ter o f membership, branches, ho ld ing companies or any other 

mat ter f o r which i t has any pub l i c r e s p o n s i b i l i t y • Ne i ther Bank of 

America, Transamerica, or any o f i t s a f f i l i a t e d i n s t i t u t i o n s nor 

G iann in i h imsel f should be dea l t w i t h as though they were who l ly unre-

l a t e d . For ins tance, i t i s not f o r G iann in i i n one breath to say tha t 

Transamerica has on ly an i n s i g n i f i c a n t amount o f stock i n Bank of 

America or some other i n s t i t u t i o n and i n the next b reath t o speak f o r 

them. The f a c t i s t h a t he speaks f o r each of them whenever the occasion 

requ i r es , and he i s the r e a l issue* 

/ f 

'/ I n shor t , here i s the dominating i n f l uence and p o l i c y maker 

o f i n s t i t u t i o n s which have: 

1* Pursued a p o l i c y o f expansion w i thout corresponding or 

adequate increase i n c a p i t a l s t r u c t u r e . 
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2. Financed expansion by loans w i t h i n the group. 

Res is ted e f f o r t s o f superv iso ry a u t h o r i t i e s t o ob ta in 

adequate cap i ta l , and then proceeded to r e t i r e i t a t a 

quest ionab le r a t e o f speed. 

4* Pursued an extravagant d iv idend, p o l i c y made poss ib le i n 

p a r t by the w r i t e - u p o f assets* 

5 . Absorbed losses "by w r i t e - u p o f asse ts . 

S. Supported t he market f o r t h e i r own s tock . 

7 . Main ta ined an unnecessar i l y complex corporate s t r u c t u r e 

and s h i f t e d substandard assets f rom the bank t o one o r more 

o f such co rpora t ions and back again* 

8 . Had t o r e s o r t t o Government on tin occasions f o r f i n a n c i a l 

a i d . 

9 . D i v e r t e d f rom the banking business by a c q u i r i n g l a r g e i n v e s t -

ments i n un re la ted businesses and i n d u s t r i e s . 

10. Used the corpora te device to engage i n businesses i n 7/hich 

the banks could not engage. 

Here i s a management which: 

1 . From the beg inn ing o f i t s r e l a t i o n s w i t h Federa l superv isory 

agencies and i r r e s p e c t i v e o f t h e p e r s o n a l i t i e s who composed 

such bodies has been engaged i n almost cont inuous cont roversy 

w i t h them and has s tubborn l y r e s i s t e d a l l superv isory e f f o r t s . 

2 . Has committed i t s e l f i n f o r m a l l y to members o f such bodies and 

proceeded t o do the oppos i te* 

Has pursued ques t ionab le methods i n a c q u i r i n g competing e n t e r -

p r i s e s - bo th as to p r i c e s and methods. 
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The cumulat ive e f f e c t o f a l l o f t h i s leads t o the conclusion 

t ha t the management has a tendency to he more i n te res ted i n c reat ing an 

empire than operat ing a banking i n s t i t u t i o n and more i n te res ted i n the 

market p r i c e than the spundness of the bank stock. Notwi thstanding, i t 

wishes to expand ad i n f i n i t u m w i t h i n i t s d i s c r e t i o n wh i le i t i s s t i l l 

i n a controversy w i t h the^S. E. C. and when f u r t h e r expansion, aside f rom 

a l l o ther problems, w i l l "add to a managerial problem and add to the 

problem of p u b l i c superv is ion . I t i s wor th remembering t ha t superv is ion 

i s a pa r t o f the pub l i c p o l i c y and superv is ion o f these i n s t i t u t i o n s i s 

a l ready an almost impossible task . 

I n conclusion, the f o l l o w i n g quo ta t ion from a lead ing Federal 

case may be appropr ia te : 

" I t i s i ncons is ten t w i t h the purpose and p o l i c y of the banking 
act t ha t i t s v i t a l i n t e r e s t s should be committed t o one man, 
w i thou t overs igh t and con t ro l 

Charters f o r banks, permits f o r branches, insurance of depos i ts , 

membership i n the Federal Reserve System, and vo t i ng permi ts f o r ho ld ing 

companies are not r i g h t s f r e e l y obta inab le by any one. They are p r i v i l e g e s 

granted by superv isory agencies when, ac t i ng under lav; and i n the proper 

exerc ise of t h e i r d i s c r e t i o n , i t appears t ha t those seeking the p r i v i l e g e 

are q u a l i f i e d and the p u b l i c i n t e r e s t -w i l l be served. 
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