
S t r i c t l y Con f iden t ia l 
Not f o r release 

August 31, 1945 

MEMORANDUM: 

Approximately twen ty -s ix (26) app l i ca t ions f o r branches f o r 

Bank o f America Nat iona l Trust and Savings Associat ion are now pending, 

r as i s i ng once more the quest ion of pe rm i t t i ng f u r the r expansion of t h i s 

branch system i n C a l i f o r n i a . 

Fol lowing the p o l i c y formulated by the l a t e President Roosevelt, 

i t has been the p rac t i ce of t h i s o f f i c e dur ing the past s i x years t o 

r e s t r a i n as much as possib le the growth of monopoly i n Ifcest Coast banking 

and c red i t f a c i l i t i e s i«hich seems inherent i n the expansionist program 

o f the Bank o f America and Transamerica, both o f inhich are dominated by 

the so-ca l led Giannin i i n t e r e s t s . This po l i cy of r e s t r a i n t has received 

the ac t i ve support and cooperation of both the Board of Governors of the 

Federal Reserve System and the Federal Deposit Insurance Corporat ion. 

I t i s deemed appropr iate t o set f o r t h very b r i e f l y the bases of t h i s 

general p o l i c y , wi thout spec i fy ing i n d e t a i l the supervisory problems which 

have been encountered i n car ry ing i t ou t . 

Bank o f America operates through two so-ca l led main o f f i c e s and 

almost f i v e hundred branches throughout the State of C a l i f o r n i a - many 

t imes more branches than any other bank i n the Uni ted States. For some 

years, i t s deposits have grovm more r a p i d l y than those of any other bank 

i n the country. I n t o t a l resources, i t i s the second la rges t bank i n the 

wor ld , and i s r a p i d l y overtaking the Chase Nat iona l Bank o f New York, the 

only l a rge r bank i n existence. I n f a c t , i t already has several times as 

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



many depositors as Chase or any other bank; i t has more business loans 

outstanding than any other bank; and whereas Chase i s one of a number of 

huge "corporat ion" banks i n the nat ion 's f i n a n c i a l center, iflhich could 

be replaced by the numerous other large banks located there, Bank of 

America i s a T i tan whose a c t i v i t i e s oover an immense state and a f fec t 

the whole West Coast, and whose collapse and replacement would involve 

an economically destruct ive upheaval. 

The fo l low ing f igures br ing out the s i t ua t i on c lea r l y : Bank of 

America's deposits on June 30, 1945 were 44*500,000,000, cons t i tu t ing 

approximately 40$ of a l l deposits i n Ca l i f o rn ia banks. I t s approximately 

f i v e hundred branches amount t o almost ha l f of the banking o f f i ces of 

the s ta te , and are located i n over 300 communities. There v^ere 595 banks 

and branches i n the Transamerica bank group on June 30, 1945* located i n 

Arizona, Ca l i f o rn ia , Nevada, Oregon and Washington, out of a t o t a l of 

1,461 banks arid branches i n those f i v e states. The Transamerica banks 

and branches const i tu ted approximately 50$ of a l l banking o f f i ces i n 

Ca l i f o rn ia , 60$ i n Nevada, and 34$ i n Oregon. They held approximately 

41$ of a l l bank deposits i n Ca l i fo rn ia , 79$ of a l l deposits i n Nevada, 

and 41$ i n Oregon. 

Throughout t h e i r h i s t o r y , Bank of America and Transamerica 

Corporation have been dominated by a small group of men #10 have pursued 

an aggressive and ruth less po l i cy of expansion, and have engaged i n a 

va r ie ty of banking and non-banking a c t i v i t i e s , some being of a h igh ly 

speculative character. The management of the bank has been of the pro-

motional type, end the resu l ts of i t s lack of conservatism became apparent 

i n the ear ly 1930 fs, when i t s condi t ion was such as t o create considerable 
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doubt as t o whether i t should be permitted t o resume operations a f t e r 

the banking ho l iday. I t was only consideration of the serious e f fec t 

on the whole West Coast which forced a re luctant decision t o permit the 

Bank of America t o reopen at tha t t ime. Today i t s condi t ion i s very much 

improved - by v i r t u e of general economic and war condi t ions, not by 

v i r t u e of management. A study of the development of the Giannini empire 

even during the l as t twelve years w i l l disclose that the promotional a t -

t i t u d e s t i l l predominates. 

I n the l i g h t of t h i s b r i e f descr ip t ion, i t w i l l not be d i f f i c u l t 

t o see the app l ica t ion of cer ta in basic p r inc ip les and po l i c ies which 

render i t inappropr iate, except t o meet compelling l o c a l need, f o r the 

Comptroller to authorize Bank of America t o establ ish add i t iona l branch 

o f f i c e s . F i r s t of these pr inc ip les i s the American government po l icy 

against monopoly, un fa i r competit ion, and absentee ownership, and i n favor 

of small businesses, f ree competit ion, and l o c a l ownership and cont ro l . 

The Ccanptroller i s not charged wi th the enforcement of the a n t i - t r u s t laws, 

but he should and does exercise h is d iscret ionary power i n the l i g h t of 

the purposes which the statutes i n t h i s f i e l d were designed to achieve. 

The opportuni ty t o monopolize the f i e l d and prevent the develop-

ment of new competit ion i s greater i n banking than i n most i n d u s t r i a l and 

commercial f i e l d s , furthermore, monopoly i n banking i s s ingu lar ly dangerous 

because of the inf luence banks exercise over the en t i re economy through 

cont ro l of c red i t and l i q u i d funds. 

Even apart from the foregoing, the po ten t ia l disastrous e f fec ts 

of a f a i l u r e o f a branch-bank system of such magnitude render inadvisable 
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the author izat ion of f u r the r expansion of i t s branch network. Bank of 

America i s i n r e l a t i v e l y sound condi t ion today and i t s f a i l u r e w i th in the 

foreseeable fu ture i s improbable. However, supervisory au thor i t i es must 

always bear In mind the p o s s i b i l i t y of bank f a i l u r e s due t o rap id changes 

i n economic condit ions or t o unsound and speculative management, and 

po l i c ies should be adopted which w i l l minimize the harm resu l t i ng from the 

collapse of any one i n s t i t u t i o n . The primary ob l iga t ion of the Comptrol ler, 

i n exercis ing h is d isc re t ion regarding the charter ing of new banks, the 

grant ing of branch permits, e t c . , i s the maintenance of a safe and sound 

banking system. Any fu r the r growth of Bank of America - and consequent 

increased dominance i n Ca l i fo rn ia banking - i s undesirable from t h i s point 

of view. 

The enormous importance of banks t o modern i n d u s t r i a l l i f e gives 

r i se t o another danger i m p l i c i t i n the existence of a banking i n s t i t u t i o n 

of the unparal le led power and extent of Bank of America. Banking has long 

been recognized as a matter requ i r ing governmental supervision and con t ro l , 

and the federa l statutes provide general sanctions designed t o enable the 

supervisory au thor i t i es t o maintain safe and sound banking pract ices and 

t o prevent v io la t i ons of the banking laws. Unfortunately, these sanctions -

f o r example, the f o r f e i t u r e of a bank's charter - are extremely d ras t i c . 

Miere a s ing le bank i s badly manage, or res is tant t o proper supervisory 

requirements, these sanctions can be brought t o bear, and t h i s p o s s i b i l i t y 

alone i s s u f f i c i e n t to make the vast major i ty of banks receptive to c r i t -

ic isms, correct ions, and recommendations. But any responsible o f f i c i a l 

hesi tates t o invoke such sanctions where the offending bank furnishes a 

major par t of the banking f a c i l i t i e s of a great State; the hazards i n -

volved i n mere unfavorable rumors regarding a bank make bank supervisors 
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aware of t h i s s i t ua t i on , the management of a mammoth, many-branched i n -

s t i t u t i o n can sometimes defy governmental regu la t ion, and v i o l a te almost 

w i th impunity the laws enacted by Congress f o r i t s cont ro l and the pro-

t e c t i o n of the pub l i c . The h i s to ry o f Bank of America reveals j us t such 

a s i t ua t i on and a t t i t u d e . 

Even i n the case of a branch bank system of comparable size wi th 

an outstanding record of safe, sound and conservative management, the 

foregoing p r inc ip les would d ic ta te the greatest caution i n the handling 

of appl icat ions f o r new branches. The fac t tha t the record of Bank of 

America cannot be so characterized simply renders more imperative the 

po l icy which the Comptroller has fol lowed i n t h i s case. 

I n regard t o the twenty-s ix (26) appl icat ions f o r branches wi th 

which we are present ly confronted, no departure i s contemplated from the 

basic po l i cy of res t ra in ing a l l possible any fu r the r expansion of the 

Giannini banking i n te res ts . Some twenty (20) of these appl icat ions can 

and should be re jected. However, i n approximately a h a l f dozen cases 

the communities involved are e n t i t l e d t o more adequate banking accommoda-

t i o n , and care fu l inves t iga t ion f a i l s t o reveal any p rac t i ca l method of 

securing such add i t iona l accommodation save through grant ing to the Bank 

o f America permission t o establ ish branches at these po in ts . 

There i s considerable pressure from these communities and from 

t h e i r representat ives i n Congress. For s i x years there has been no i n -

crease i n the number of branches of the Bank of America, although during 

t ha t per iod t h i s s ta te , which permits branch banking, has grown enormously 

i n populat ion and f i n a n c i a l resources and permits i n considerable number 
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have been granted t o competing i n s t i t u t i o n s . 

I n the l i g h t of these facts i t would seem jud ic ious t o authorize 

branches of the Bank of America i n the few exceptional cases mentioned. 

To refuse would penalize the l o c a l communities involved and might give some 

weight t o the charge of a rb i t r a r y and p r e j u d i c i a l conduct of t h i s o f f i c e . 

A b r i e f resume of t h i r t e e n ( l 3 ) of the pending appl icat ions i s 

attached hereto, ^he balance are s t i l l under inves t iga t ion by f i e l d 

representat ives. 

(Signed) Preston Delano 

Preston Delano 
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