
B O A R D OF G O V E R N O R S 

F E D E R A L R E S E R V E S Y S T E M 

O f f i c e C o r r e s p o n d e n c e Date March 6 , 1 9 4 3 

Chairman Eccles Subject : 

Frnm M r - M o r r i l l 

There i s a t tached a c o n f i d e n t i a l d r a f t o f a r e p o r t o f the i n f o r m a l 
conference w i t h Mr . A. P. G i a n n i n i on February 18, 1943* As now drawn up, 
Mr . McKee i s s a t i s f i e d w i t h i t as a reco rd o f t he conference. He has asked 
me t o c l e a r i t w i t h you and each o f the o the r Board Members. I t w i l l be 
apprec ia ted i f you w i l l l e t me know whether i t i s s a t i s f a c t o r y t o you, o r 
i f n o t , what changes you d e s i r e made i n i t . 

Chester ^ ^ ^ y ^ U e e c r e t a r y 
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CONFIDENTIAL 

3 / u - j t , 
/ / • / / 

D r a f t of Report of Informal Conference with 
A. P. Giannini on February 18, 1943* 

I n accordance ?/ith a request which had been made i n a l e t t e r 

from Mr. A. P. Giannini to Chairman Eccles, there was an informal conference 

of the members of. the Board end Mr. Giannini on Thursday, February 18, 1943, 

beginning at 10:30 a.m. and l a s t i n g u n t i l 3 except fo r a recess f o r 

lunch. I n a d d i t i o n * t o Mr. G iannin i , those present were Messrs. Eccles, 

Ransom, Szvmczak, Evans and McKee, except t h a t . M r . Szymczak, by reason of a 

previous engagement, was not a p a r t i c i p a n t i n the luncheon. 

Aside from having ind ica ted i n a general way t h a t lie wanted i n -

formation about the Board1s po l icy i n r e l a t i o n to the expansion of Transamerica*s 

banking i n t e r e s t s , Mr. u iann in i had not stated s p e c i f i c a l l y or i n d e t a i l 
« 

what p a r t i c u l a r phases of the general question he wished to discuss and i t 

was understood tha t the conference was to be on a purely informal bas is . I n 

h is opening statement, he took the pos i t ion t h a t he could not understand why 

the Federal supervisory agencies had made decisions against expansion o f 

Transamerica1s banking i n t e r e s t s and he showed t h a t he was e n t i r e l y ou t o f 

sympathy wi th t h e i r point o f v iew. His discussion had the tone of one who 

f e l t tha t he was "boxed" at every turn of the road. I t seemed t o h im t h a t 

the supervisory a u t h o r i t i e s must have l i t t l e or no confidence i n the manage-

ment of the Bank of America or Transamerica. I n t y p i c a l nA. P." fashion he 

wanted to know why, under such circumstances, we d i d n ' t take over the banks 

and run the o u t f i t . He accepted, apparent ly without reservat ion , the idea 

tha t he was the dominant or c o n t r o l l i n g f i g u r e i n the Transamerica group and 
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i t s banking i n t e r e s t s , regardless of any techn ica l or l e g a l question of 

con t ro l , end t h a t when he spoke, he representea any or a l l of them to which 

he might be r e f e r r i n g . He had l o s t none of his desire f o r freedom to expand 

i n the banking or any other f i e l d wherever he thought i t would be b e n e f i c i a l 

to do so. He contended t h a t he had been discr iminated against , but main-

ta ined tha t he was w i l l i n g to operate under any laws or regulat ions that 

were appl ied to a l l bankholcdng companies a l i k e . He had nothing to say, how-
* • i 

ever , by way of explanat ion when f igures as to branch bank exoansion i n the 

t e r r i t o r y of the Transamerica group fo r the oeriod from 1933 to 194^ were 

c a l l e d t o h is a t t e n t i o n , fie r e f e r r e d a number of times to what he regarded 

as the c r i t i c a l character of l e t t e r s emanating from the o f f i c e of the 

Comptroller of the Currency, the F . D. I . C . , ana the Board as appl ied t o 

the management of the Giannini i n t e r e s t s , which he saia had been harmful to 

h is i n t e r e s t s . However, when h is a t t e n t i o n was d i rec ted to the f a c t s of the 

Board's p a r t i c i p a t i o n i n the negot ia t ions leading up to the 1939-1940 agree-

ment and t o the promises of the Giannini i n t e r e s t s i n that connection he had 

l i t t l e t o say. 

I t was maae p l a i n to him t h a t the members of the Board were 

unanimous i n the pos i t ion which had been taken i n each case where the Board 

had been c a l l e d upon to act w i th r e l a t i o n to Transamerica and tha t there was 

f u l l accord among the three supervisory agencies on the pos i t ion they had 

taken wi th respect t o expansion of the Transamerica group i n the banking 

f i e l d . I t was also made c lear t h a t the Board would favor l e g i s l a t i o n 

f r e e z i n g the s i t u a t i o n of bankholding companies, w i th the exception of instances 

where they might be requested by the anpropr iate supervisory a u t h o r i t i e s t o 

save or protect p a r t i c u l a r s i t u a t i o n s . I n t h a t connection Mr. Ransom said 
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t h a t he had been i n favor of something along the l i n e s of the "death sen-

tence" l e g i s l a t i o n proposed i n 1938. Mr. Giannini said tha t he haa been 

i n favor of t h a t p a r t i c u l a r proposal, and i n f a c t that i t s in t roduct ion was 

at h is suggestion through the in f luence of ex-Senator McAdoo wi th Senator 

Glass. He d id not argue f o r the cont inuat ion of bankholding companies but 

would l i k e to see branch banking'permitted throughout a Federal Reserve 

d i s t r i c t . I n any event, he would l i k e to be f r e e to have a branch banking 

system i n each state' i n which Transamerica now has* banks. He-would be ready 

to l i q u i d a t e the bankholdings of Transamerica, saying tha t i t could be done 

through the d i s t r i b u t i o n of i t s stockholdings among i t s stockholders, t h a t 

he would l i k e t o see t h i s done, and t h a t , given a reasonable per iod, say 

f i v e years, the l i q u i d a t i o n could be completed and Transamerica e l iminated 

as a bankholding comoany. I t was ind ica ted , however, t h a t a holding company 

which was not involved i n other businesses or ventures and was merely f o r 

the purpose of holding a group of banks together would not necessar i ly be 

object ionable t o the Boara, but t h a t there was opposit ion to the continued 

a c q u i s i t i o n of var ied i n t e r e s t s by Transamerica, tha t the complicated 

corporate r e l a t i o n s were a matter of r e a l concern to the Board, and tha t the 

use of the holding company a f f i l i a t i o n s as an i n d i r e c t means of circumventing 

the supervisory p o l i c i e s of the Federal agencies was h ighly ob ject ionable . 

Whatever p lan might be adopted, he would l i k e to be permit ted t o 

car ry out commitments i n two s i tua t ions which had not been Drought t o t h e 

a t t e n t i o n o f t h e Board, one apparent ly i n w r i t t e n form invo lv ing an exchange 

o f Na t iona l C i t y stock now held by Transamerica and another not i n w r i t i n g , 
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where, he f e l t , nevertheless, a moral ob l iga t ion which he thought was f u l l y 

as binding as a w r i t t e n commitment. I f he could have ^11 the banking un i ts 

i n C a l i f o r n i a which are a f f i l i a t e d w i th Transamerica converted to branches 

of the Bank of America and could fo l low a s imi la r course i n other states 

where he had banks, inc lud ing the two s i tua t ions where he f e l t he had out -

standing commitments, he would be 100 per cent i n favor of a plan which 

would not >ermit any f u r t h e r expansion except when requested by the supervisory 

a u t h o r i t i e s . He would have to "c lear i t wi th my boys f i r s t " , "put he was so 

enthusiast ic about i t t h a t he wanted to fo l low UD t h i s l i n e of thought im-

mediately wi th the other supervisory a u t h o r i t i e s i n Washington. At the same 

time he said t h a t he personal ly couldn' t approach Morgenthau or Crowley i n 

view of his l e t t e r of February 1 , 1943* to Mr. Crowley, a copy of which i s 

i n our f i l e s . At one moment he thought that his son "L. M.n might come on 

and work out such an arrangement and a t another t ime he wanted the Board or 

a Board committee to undertake the task . At the conclusion of the conference 

i t was understood t h a t he expected to discuss the p o s s i b i l i t i e s of the 

s i t u a t i o n wi th his son and others to whom he r e f e r r e d as "his boys". I t 

was also understood t h a t the Board or some of i t s members would advise u r . 

Crowley and Mr. Delano regarding the discussions at t h i s meeting, and t h a t 

i f these agencies could agree upon a plan t h a t would be feas ib le , , the board 

would be glad t o act as the medium through which Mr. Giajfinini would be i n -

formed. 

I t appeared t o the Board members who had known Mr. Giannini i n 

the past t h a t he re ta ined much of h is o ld v igor and aggressiveness, but on 
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the other hand, t h a t there was something of a tendency towards r e l a x a t i o n 

and a desire to be c o n c i l i a t o r y , even a t the s a c r i f i c e of his ideas of 

f u r t h e r expansion. He-was concerned about the burden t h a t "L. M." was 

car ry ing and would l i k e to f i n d some r e l i e f f o r him. 

The fo l lowing seemed to the members of the Board to be substan-

t i a l l y the conclusions tha t coula be drawn from the discussions during the 

conference: 

( 1 ) That Mr. "Giannini1 s underly ing desire was f o r untrammeled 
# 4 

freedom of expansion; 

( 2 ) That i t was made c lea r t o Mr. Giannini tha t the Federal super-

v isory a u t h o r i t i e s were i n accord against expansion 01 Transamerica i n -

t e r e s t s i n the banking f i e l d ; 

( 3 ) That i t had become apoarent to him t h a t he ana "his boys11 

had no place e lse t o go; 

(4 ) - h a t , confronted w i th the p o s s i b i l i t y of "freezing11 or a 

"death sentence" f o r bankholding companies, he was w i l l i n g to accept some 

sort of arrangement which would r e s t r i c t f u r t h e r expansion of the Trans-

america group unless requested by the Federa l supervisory a u t h o r i t i e s , pro-

vided a l l the banks which they now have could be re ta ined , together wi th 

the two regarding which Mr. Giannini said he had outstanding commitments; 

( 5 ) That such an arrangement was contingent i n h is mind upon a l l 

other bankholaing companies being subject to corresponding r e s t r i c t i o n s . 

The conference ended without any d i r e c t i v e s , as Mr. Giannini 

s ta ted t h a t he wanted to repor t the conversations to h is associates ana i t 
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was understood t h a t the Board or a committee of Board members would l i k e -

wise report the discussions to the other Federal supervisory agencies. 

Aside from reoor t ing t o the other Federal agencies the substance 

of these conversations, the Board f e l t t h a t the matter should r e s t , unless 

there i s a f u r t h e r i n d i c a t i o n from Mr. Giannini tha t he would be w i l l i n g 

to carry out a plan by which Transamerica would divest i t s e l f of i t s non-

banking i n t e r e s t s and be nothing more than a bankholding company. 
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