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T he leading public p o licy  is s u e  re la tin g  to the o p era tio n  of tr u s t  
departm ents by c o m m e r c ia l  banks co n ce rn s  th at co n ju n ctio n  i t s e l f .  V o c a l 
c r it ic s  of bank tr u s t  o p eratio n s have g en era ted  a r is in g  ch oru s of dem ands 
that tru s t  a c tiv ity  be d iv ested  co m p le te ly  fro m  the c o m m e rc ia l banking 
ind ustry. T h is  is  not a new ch a lle n g e , c e r ta in ly , but i t  m u st be view ed by 
us fro m  the- new p e rsp e c tiv e s  th at have b een  c re a te d  by a public w hich has 
becom e m uch m o re  a n a ly tic a l in  i t s  ap p ro ach  to pur in s titu tio n s . I t  is  no 
longer an a ca d e m ic  e x e r c i s e j  i t  is  a se r io u s  th r e a t .  T h e r e fo r e , we m u st 
face th is is s u e  sq u a re ly .

We beg in  w ith the o b se rv a tio n  th at the re la tio n sh ip  betw een  banks and 
th eir t r u s t  d ep artm en ts  is  one w hich has endured fo r m any g e n e ra tio n s . I t  
should be se v e re d  only i f  th e re  develop  d e m o n stra ted  a b u ses  w hich  can  t 
o therw ise be d e a lt w ith . The d isad v an tag es to the public w hich would r e s u lt  
from  s e p a ra tio n  a r e  m ap y. L e t m e touch upon som e of th e s e .

The f i r s t  r e la te s  to the nu m ber of t r u s t  s e r v ic e s  a v a ila b le  to the p u b lic . 
At th is t im e , c o m m e r c ia l  banks re p r e s e n t  the m o st im p o rtan t c o rp o ra te  
fid u ciary . T h e re  a r e  some 3800 banks w ith  tr u s t  p o w ers. W^ere public p o licy  
to re q u ire  c o m m e r c ia l  banks to le a v e  the t r u s t  f ie ld , the nu m ber of c o rp o ra te  
fid u c ia r ie s  would d e clin e  d r a s t ic a l ly  as  th is  p o licy  w as e ffe c tu a te d . T h e tr u s t  
bu sin ess would be handled e n tire ly  by ind ivid u als and by n on -ban k  co rp o ra te  
f id u c ia r ie s .

The in h e re n t p ro b lem s a s s o c ia te d  w ith ind ivid u als actin g  in  a fid u c ia ry  
cap acity  a r e  w e ll known. No ind ivid ual en jo ys the p erp etu al l i fe  of a c o r p o r a ­
tion. No ind ivid ual can  p o ss ib ly  p o sse ss  the co m p re h e n siv e  in v estin g  and 
m anagem ent s k il ls  a v a ila b le  in  a la rg e  t r u s t  d ep artm en t. T h ey  a r e  not su b je c t

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



- 2 -

to any co u n te rp a rt of bank tr u s t  d ep artm en t regulation» As to n on -ban k  
corporate f id u c ia r ie s ,  i t  a p p ears  not u n likely  th at, over tim e , w ith the 
d isappearance of banks fro m  the fid u cia ry  a r e a ,  the to ta l nu m ber of 
corporate f id u c ia r ie s  o fferin g  tr u s t  s e r v ic e s  would d eclin e  su bstan tia lly»
For i t  is  u n r e a lis t ic  to a ssu m e  th at one independent tr u s t  com pany would 
replace e a ch  bank d ep artm en t w hich is  divested» An ag g reg atio n  or c o n ­
glom eration of s e v e r a l  su ch  units is  m uch m o re  apt to r e s u lt ,  b e ca u se  of 
capital re q u ire m e n ts  and the e co n o m ies  of s c a le  th at a r e  in h e re n t in  the 
investm ent fu nction  of t r u s t  d ep artm ents»  Thus we se e  th at the public would 
suffer a d e c lin e  in  the nu m ber of a lte rn a tiv e  so u rc e s  of tr u s t  s e r v ic e s ,  a 
probable d eclin e  in  the a v e ra g e  q u ality  of s e r v ic e s  a v a ila b le , and a p robable  
decline in  co m p etitio n  in  the o fferin g  of tr u s t  se rv ic e s »

The secon d  m a jo r  d isad van tage fo r the public in  the se p a ra tio n  of tr u s t  
operations fro m  c o m m e r c ia l  banks r e la te s  to cap ita liza tio n »  C u rre n tly , 
total bank c a p ita l of about $50 b illio n  is  a v a ila b le  as  a p ro te ctio n  o r cu sh ion  
for tru s t b e n e fic ia r ie s »  N on-bank co rp o ra te  f id u c ia r ie s  have a m uch s m a lle r  
ratio of ca p ita l to the to ta l t r u s t  a s s e ts  m anaged» H ow ever a sp in off of t r u s t  
operations fro m  c o m m e r c ia l  banks w e re  to be handled , th e re  does not ap p ear 
to be a co n ce iv a b le  w ay, le t  a lon e a p r a c t ic a l  w ay, of m ain ta in in g  a ca p ita l 
cushion of the sa m e  m agnitude now enjoyed  by tr u s t  accou nts»

The th ird  d isad van tage to the public is  a n o n -q u an tifiab le  one»  ̂ It  r e la te s  
to the u tility , th at i s ,  the d e g ree  of s a t is fa c t io n , enjoyed by an ind ivid ual e s ta b ­
lishing a t r u s t  when he is  a b le , i f  he w is h e s , to u tiliz e  the s e r v ic e s  of one of 
many of w e ll e s ta b lish e d  c o m m e r c ia l  banks th at en joy  a rep u tation  fo r  s ta b ility , 
continuity, and f in a n c ia l e x p e r t is e . To rem o v e  the option of e s ta b lish in g  a 
trust under the a e g is  of one of th e se  in stitu tio n s  would ap p ear to c r e a te  a d is ­
utility th at m any c r i t i c s  of bank tr u s t  o p era tio n s fa i l  co m p lete ly  to take into
con sid eration .

On the o th er s id e  of the co in , I think, a bank b e n e fits  fro m  having a t r u s t  
departm ent, in  a n o n -m a te r ia l but v e ry  r e a l  m a n n er. T he tr u s t  d ep artm en t, 
with its  s t r i c t  ad h erence to sound fid u c ia ry  p r in c ip le s  co n stitu te s  the pu lse 
beat of c o n s c ie n c e  fo r  a bank. B y  its  v e ry  e x is te n c e  w ithin  the c o rp o ra te  s tru c  
ture of a bank, i t  ra d ia te s  r e s p o n s ib i l i ty - -a  stan d ard  of duty fo r  the e n tire  
operation to fo llow . T h is  pulse b e a t hopefu lly  re s o n a te s  even through the 
Chinese W all w hich now m u st e x is t  betw een  c o m m e r c ia l  and tr u s t  d e p a rtm e n ts .

I m u st point out h e re  th at I a lso  do not find any com p ellin g  m e r it  in  the 
suggestions th at t r u s t  d ep artm en ts  should be spun out as a f f i l ia te s  m  a bank 
holding com p an y. T he change e ffe c te d  by a sp in off to an a f f i l ia te  would be 
slight in d e e d --o n ly  c o s m e tic  a t b e s t .  T h is  is  not to say  th at I  o b je c t  to spm of 
of a tru s t  d ep artm en t if  a bank finds valid  b u sin e ss  re a so n s  fo r  su ch  c o rp o ra te  
re s tru c tu rin g . T h at is  a m a tte r  of the b an k 's  m an agem en t ju d g m e n t. B u t do 
not exp ect th at su ch  a se p a ra tio n  w ill an sw er the c a ll  fo r  d iv e s titu re .
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Let m e em p h asize that our O ffice is aw are  of the n e ce s s ity  of v igilan t 
L aulation of t r u s t  d ep artm en ts of N ational banks, so that we a r e  able to give 
L o ro p ria te  and soundly b ased  reb u ttals to the argu m en ts of bank tru s t  c r i t i c s .
I  i b  also incum bent upon a ll of you, as t ru s t  o f f ic e rs , and upon u s, as re g u -  
L o r y  o ffic ia ls , to provide g r e a te r  publicity con cern in g  the co m p reh en siv en ess  
L  bank reg u la to ry  p ro ced u res  in the tr u s t  a r e a .  Too often we h e a r s ta tem en ts  
I and o ccasio n ally  th ese  even em anate fro m  C o n g re s s -- th a t  would lead the 
¡listener to b elieve that t r u s t  d ep artm en ts a re  to tally  un regu lated . You obviously  
L o w  b e tte r , but we m u st s tr iv e  to m ake the public a w are  of this situ ation . We 
teed  to point out, o v er and o ver again if n e c e s s a r y , the advantages that we see  
for the public in the continued op eration  of tr u s t  d ep artm en ts by c o m m e rc ia l  
banks At the sam e tim e we m u st reco g n ize  that if banks a re  to continue to
Lave tru s t d e p a rtm e n ts , sev eral p rin c ip le s  m u st be o b serv e d , som e old, som e

Lew» L e t m e f i r s t  d eal w ith  the old„

It is  no s u r p r is e  to  us th at th e re  a r e  c o n flic ts  of in te r e s t  betw een  a b a n k 's  
com m ercial o p era tio n s and its  tr u s t  d ep a rtm en t. It is  a fa c t  of l i fe  w ith w hich  

Lou have liv ed  fo r y e a r s .  In the p r o c e s s , banks have a cq u ired  a v e ry  r e a l  aw are- 
Uess of the p recau tio n s w hich m u st be tak en  so as to p rev en t the c o n flic t  fro m  
prejudicing the in te r e s ts  of the t r u s t  d ep artm en t c u s to m e r s , the c o m m e rc ia  
cu stom ers! the p u blic , or the bank. T h u s, i t  is  not new s to a b an k er th at th e 
business of the bank cannot be m ixed  w ith th at of the t r u s t  d e p a r tm e n t-- th a t 
one cannot be u sed  to s e r v e  the o th er to  the d isad van tage of the f i r s t .

In ad d ition , the m o n ito rin g  of th e se  c o n flic ts  of in te r e s t  h as been  the . - 
prim ary ta r g e t  of t r u s t  d ep artm en t su p erv is io n  by the banking a g e n c ie s . T h is  
has been w hat the t r u s t  d ep artm en t e x a m in er looks fo r .  T h s  is  the Pr ™ a ^  
concern of th e re g u la tio n s  co n ce rn in g  t r u s t  d e p a rtm e n ts . W hile  th e se  thing 
are old hat to  you and m e , they a r e  not alw ays a p p re c ia te d  by the o u ts id e r .

Y e t we cann ot re m a in  s ta t ic  in  our m utual a w a re n e ss  of the p ro b lem s 
which the c o n flic ts  of in t e r e s t  betw een  a bank and i t s  tr u s t  d ep artm en t p o se .
This is  b e c a u se  w e do not liv e  in  a s ta t ic  s o c ie ty  o r econ om y. As v ario u s 
types of t r u s t  a c tiv ity  expand, as  new ad ap tations of tra d itio n a l tr u s t  s e r v ic e  
are adopted, as  banks th e m se lv e s  s im ila r ly  adapt to the em erg in g  H » »  
and f in a n c ia l n eed s of our n ation , i t  is  in e v ita b le  th at th e re  w ill r e s u lt  the need 
to apply e s ta b lish e d  fid u c ia ry  and re g u la to ry  p rin c ip le s  in  new c o n te x ts . You 
as b an k ers  have b een  doing th is ,  as  have we re g u la to rs  One exam p le is  our 
in creased  a w a re n e ss  of the p ro b le m s in h e re n t m  the s e le c t io n  of b r o k e r s , 
another is  the need  to in su la te  tr u s t  in v e stm e n t d e c is io n s  fro m  n on -p u b lic  
inform ation p o s s e s s e d  by the c o m m e r c ia l  s id e . E an ks have_ estab U sh e  
policies and p ro ce d u re s  to d eal w ith th e se  m a t te r s ,  and we W f f i W W  
a su b ject of s c ru tin y  in  e x a m in a tio n s . We a r e  now co n sid e rin g  the adoption 
of am endm ents to R eg u la tio n  9 and to our in s tru c tio n s  to e x a m in e rs  w hich 
will fu rth e r  s tre n g th e n  our in q u iry  h e r e ,  and p erhaps add so m e c la r ity  to the 
legal fra m e w o rk  in  the p ro ce ss«
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T h e se  would deny a c c e s s  to c o m m e r c ia l  c r e d it  f i le s  to t r u s t  d ep artm en t 
investm ent d e c is io n  m a k e r s . A lso, the changes would a r t ic u la te  the n e c e s s ­
ity that t r u s t  d ep artm en t in v e stm e n t d e c is io n s  cannot be b ased  upon n on ­
public in fo rm a tio n  th at is  obtained even by a cc id e n t, fro m  any s o u rc e .
E xam in ers w ould m ak e s p e c if ic  ch e ck s  to v e r ify  th a t th e s e  lim ita tio n s  a r e

observed.

H ow ever, i t  is  now ap p aren t th at we a r e  in  an e ra  w hen the adap tation  
of p re ex istin g  re g u la to ry  p r in c ip le s  and p ro ce d u re s  is  not su ff ic ie n t. New 
princip les and p ro ce d u re s  a re  re q u ire d  in  som e a r e a s .  T h is , I  th ink, re s u lts  
p rim arily  fro m  the fa c t  th at th e re  have o c c u rre d  som e s tr ik in g  changes m  the 
ch aracter of the A m e ric a n  p u blic . T hey no lo n g er a c c e p t th ings on fa ith , but 
demand to  b e  in fo r m e d -- to  m ake th e ir  own ju d g m e n ts . And, as  m uch as 
possib le , i t  is  n e c e s s a r y , th e r e fo r e , th at th ey  be in fo rm e d  as  to the o p era tio n  
of bank t r u s t  d e p a rtm e n ts , and the exten t of the re la tio n sh ip s  w ith the b an k 's  
co m m ercia l c u s to m e r s . D is c lo s u re  of the s to ck  h o ld in g s--in d e e d , of a l l  the 
assets h e ld - - in  tr u s t  d e p a rtm e n ts  is  e s s e n t ia l  to en able  banks to continue to 
hold the co n fid en ce  of th e p u b lic . Knowing w hat a s s e ts  an in stitu tio n  p o s s e s s e s , 
and w hat i t  h as done w ith th o se  a s s e t s  by way of p u rch a se s  and s a le s ,  m ay w ell 
counter m uch of the c r i t i c i s m  w hich h as been  m ade of bank t r u s t  d e p a rtm e n ts . 
For few a c tu a l a b u ses  of the b a n k -tru s t  d ep artm en t re la tio n sh ip  have o c c u rre d ; 
most of the c r i t i c i s m  is  b ased  upon su p p osition , upon c o n je c tu re  m  a w ord, 
upon ig n o ra n c e . D isp ellin g  th is  ig n o ra n c e , even if  i t  d o e n 't end the c r i t i c i s m , 
may m ake i t  m o re  c o n s tru c tiv e , and lesson the op p ortu n ities fo r o th er in te r e s ts  
to play upon i t  fo r  th e ir  own s e lf is h  o b je c t iv e s . I  note th at Ja y  H am bleton  
and I a r e  in  a g re e m e n t h e r e .

W ith th e se  ends in  m ind, th is  O ffice  is  co n sid e rin g  the is s u a n c e  of 
regu lations re q u ir in g  n a tio n a l banks to d is c lo s e  th e ir  a s s e t  h o ld in g s, and 
their tra n s a c tio n s  in  s e c u r i t ie s  to  th is  O ffice  and to the p u b lic . I  hope th a t we 
may be a b le  to pu blish  th e se  p ro p o sa ls  fo r  com m en t in  the n e a r  fu tu re . We 
would hope to be a b le  to  d evelop  re g u la tio n s  w hich would apply to a l l  n a tion al 
banks of a s ig n if ic a n t s i z e - - s a y  w ith tr u s t  a s s e ts  of ov er $100 m illio n , and 
all tra n s a c tio n s  ov er a c e r ta in  a g g re g a te  a m o u n t--p o ss ib ly  $ 5 0 0 , 000 , w hich  
have o c c u rre d  in  a q u a r te r  would be d is c lo s e d . W e s h a ll  a lso  se e k  a u n i­
form ity  of re g u la tio n  am ong the th re e  banking a g e n c ie s . They now have a 
uniform  annual r e p o r t .  The p rop osed  re p o rts  could be adopted in  lie u  of the 
p resen t re p o r ts  fo r  banks above the re q u is ite  s iz e  fo r ex a m p le . A ccord in g  
to our f ig u r e s , i f  the $100 m illio n  cu to ff is  u sed , i t  would a f fe c t  som e 200 
N ational banks and 100 S ta te  b an k s. I  am  s a t is f ie d  th at we have the sta tu to ry  
authority  to r e q u ire  re p o r ts  of th is  n a tu re . I  would hope th at any le g is la tio n  
which m igh t be co n sid e re d  in  th is  a r e a  would be d ra fted  so as not to r e s t r i c t  
the f le x ib il ity  of p re s e n t au th o rity . It is  v e ry  im p o rta n t th at we b e  m  a 
position to resp on d  to changing c ir c u m s ta n c e s . It  m ay be th a t th e re  is  no 
need fo r  a s ta tu to ry  re q u ire m e n t. P o ss ib ly  the ap p ro p ria te  re g u la to ry  a g e n c ie s
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including the So E» C. , m igh t ca u se  the in stitu tio n s  under th e ir  ju r is d ic t io n  
in this m an n er to re p o r t  the in fo rm a tio n  n e c e s s a r y  fo r  e a ch  agen cy  to c a r r y  
out its  fu n ctio n s, and m ake th at in fo rm a tio n  a v a ila b le  to each  o th e r , and to 
the publico T h u s, X hope the S . E , Co and a ll  o th er a ffe c te d  re g u la to ry  bod ies 
w ill view  th is  p ro p o sa l w ith fa v o r 0 We w ill w ork  w ith th em  to m e e t any 
problem s w hich  they m igh t have w ith our p ro p o sa ls . Knowing the c h a r a c te r  
and a b ility  of the C o m m iss io n e rs  and the s ta ff  of the S . E .  C . as  I do, I am  
o p tim istic  th at we can  ach iev e  a m u tually  s a t is fa c to r y  r e s u lt  to the b e n e fit 
of a ll co n ce rn e d , includ ing the p u blic .

T h e re  a r e  o th er a r e a s  of r e fo r m  w hich we m u st re c o g n iz e . I t  co m es 
as no s u r p r is e  to tru stm e n  that the bo ttom  lin e  of m o st tr u s t  o p eratio n s 
appears in  re d . F e e  sch ed u les often  ap p ear d esigned  only to co v e r  e x p e n se s , 
and even then  l ib e r a l  excep tio n s a r e  m ade w hen a com m unity  need or a 
co m m ercia l cu s to m e r is  to be s e r v e d - -p a r t ic u la r ly  the la t te r .  N eith er is  i t  
su rp ris in g , as h as b een  re c e n tly  re p o rte d , th at som e bank c r i t i c s  have co n ­
cluded th at s in c e  bank fid u c ia ry  o p eratio n s a r e  not p ro fita b le , c o r n e r s  have 
been cut in the s e r v ic e s  provided in  o rd er  to e ffe c t  e c o n o m ie s . I  fe e l  that 
banks have le f t  th e m se lv e s  open to the c r i t i c i s m  that s in c e  th e ir  fid u cia ry  
fees do not produ ce a p ro fit, th e ir  s e r v ic e s  m u st be in fe r io r .  T h is , I 
understand, is  one b a s is  of the re p o rte d  co n clu sio n  of R alp h  N a d e r 's  C en te r 
for C o rp o ra te  R e sp o n s ib ility  in  its  study of the tr u s t  o p eratio n  of F i r s t  
N ational C ity  B an k, th at b an k s, in  g e n e ra l, do not provide ind ivid ual s e r v ic e ,  
as they c la im , but u se  the a sse m b ly  lin e  ap p ro ach . No so p h is tica te d  tru stm a n  
would deny th at u n ifo rm  a g re e m e n ts  a r e  p rom oted  and c o lle c tiv e  in v estm en t 
funds a re  u tiliz e d  in  our b a n k s. H ow ever, the u se  of th e se  to o ls  is  e a s ily  I  
defended, and cann ot fa ir ly  be c h a r a c te r iz e d  as "a s s e m b ly  lin e . " E co n o m ie s  
of s c a le  m ay be a m o re  d e sc r ip tiv e  and m o re  r e a l i s t i c  d e fin itio n .

Not only have m o st tr u s t  d ep artm en ts b een  u n p ro fitab le  in  the p a st, 
but m an agem en t in  a nu m ber of banks se e m s to be con ten t to le t  th em  re m a in  
so in the fu tu re . A s in is te r  co n clu sio n  m igh t be draw n fro m  th is , th at banks 
are  w illin g  to o p e ra te  an ap p aren tly  u n p ro fitab le  tr u s t  d ep artm en t b e ca u se  
th eir g r e a te s t  rew ard s e x is t  in  u n d isc lo se d  fo rm . W hat w e re  a c ce p ta b le  
p ra c tic e s  in  the p a st m ay be view ed w ith th e su sp ic io n  th at they a r e  lu rkin g  
e v ils . Indeed , the v e ry  fa c t  th at banks hold a v a s t am ount of s to ck s  of 
c e r ta in  co rp o ra tio n s  is  being  q u estion ed  th is  v e ry  day b e fo re  a su b co m m ittee  
of the U nited S ta te s  S e n a te . In p rev iou s h e a rin g s  b e fo re  th is sam e su b co m m it 
tee , i t  w as su gg ested  th at banks w e re  w reck in g  the s to ck  m a rk e t and m ay even 
be guilty of m an ip u lation  of the m a r k e t - - th e  rew ard  h e re  being  the c o n c e n tr a ­
tion of e co n o m ic pow er th at banks c o n tro l through th e ir  tr u s t  d e p a rtm e n ts . 
O thers have pointed an a ccu sin g  fin g e r a t banks fo r ab u ses m  the a u th o riz e  
p ra c tic e  of m ain ta in in g  u ninvested  tr u s t  c a sh  b a la n ce s  m  the b a n k 's  c o m ­
m e rc ia l d e p a rtm e n t. The c la im  is  m ade th at th e se  b a la n ce s  a r e  e x c e s s iv e ,  
resu ltin g  in  u n ju stifie d  p ro fits  fo r  the bank. T h is  c la im  is  given m o re
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cred itab ility , in  the eyes of the p u b lic , by s ta te m e n ts  of tr u s t  o f f ic e r s  th at 
their d ep artm en t would only be p ro fita b le  if  c r e d it  is  given fo r  tr u s t  b a la n c e s . 
Checking fo r e x c e s s iv e  tr u s t  c a sh  b a la n c e s  has b een  given high p r io r ity  by 
our tru s t  e x a m in e rs  fo r m any y e a r s .  It  has b een  our e x p e rie n ce  th at th e re  
are v ery  few ab u ses in th is a r e a  in  n ation al b a n k s. In re c e n t  y e a rs  tr u s t  
balances have b een  s ig n ific a n tly  red u ced  through the u se  of s h o r t - te r m  
collective in v e stm e n t funds and v a r ia b le  am ount notes w hich provide fo r  
investm ent of c a s h  fo r  p erio d s as sh o rt as  one day. Bu t the q u estio n s w ill 
continue to a r is e  as long as  tr u s t  d ep artm en ts a re  not p ro fita b le  on the 
basis of fe e  in co m e .

The continu ation  of an u n p ro fitab le  t r u s t  d ep artm en t is  s u b je c t  to even 
more le g itim a te  c r i t i c i s m , I b e lie v e . P ro b ab ly  m o st dam ning is  the 
attitude tow ard the d ep artm en t th at th is n a tu ra lly  tends to c r e a te  on the p a rt 
of a b an k 's  m an ag em en t. New r e s o u r c e s ,  both hum an and m a te r ia l ,  m ay 
appear b e tte r  a llo ca te d  to the p ro fit c e n te r s .  The r e s u lt  w ill be a d e c lin e  in 
the e ffic ie n cy  of the d ep artm en t and of the q u ality  of its  p rod u ct, w hich only 
tends to h eig h ten  its  u n p rofitab ility»  The p e rso n n e l of the tr u s t  d ep artm en t 
may be le s s  apt to be p rom oted  w ithin  the b a n k -- th e ir  m o tivatio n  s u ffe r s ,  
and once ag ain  the q u ality  of th e ir  p rodu ct.

If n e c e s s a r y  to provide a re a so n a b le  m a rg in  of p ro fit, banks should 
give s e r io u s  c o n s id e ra tio n  to re v is in g  th e ir  fe e  sch ed u les to r e f le c t  the tru e  
value of the s e r v ic e s  w hich they  a r e  provid ing . F u r th e rm o re , the e s ta b lish e d  
fee sch ed u le  should be fo llow ed even if  the p ro sp e ctiv e  cu s to m e r has a su b ­
stantial c o m m e r ic a l  re la tio n sh ip  w ith the bank. I su g g est th at i f  the se p a ra te  
identities of c o m m e r ic a l  and tr u s t  d ep artm en ts a r e  not o b serv ed  by bank 
m anagem ents in  the p ric in g  of th e ir  p ro d u cts , they a r e  p erm ittin g  a group 
of p o ten tia lly  dam aging c o n flic ts  of in te r e s t  to c o n tin u e --c o n flic ts  w hich  we 
may no lo n g er be a b le  to to le r a te .  T h is  m ay be view ed as an ex te n sio n  of 
the "C h in e se  W a ll" ;  I  fe e l  i t  is  n e c e s s a r y  if  b an k s ' m an agem en ts a r e  to m ake 
a se rio u s  co m m itm en t to th e ir  continu ation  of the tr u s t  b u s in e s s .

Ju s t  as  we tend to blunt the in stru m e n t w ith w hich we w r ite , so a lso  
can we dull and b lu r the tru e  m ean in gs of our m o st fa m ilia r  w ord s w ith 
constant re p e titio n .

R e f le c t ,  i f  you w ill , on w hat the w ords " f id u c ia ry "  and " t r u s t "  re a lly
mean.

If  "d u ty " is  the m o st su b lim e  w ord in  the E n g lish  la n g u a g e --a n d  m any 
have liv ed  and died in  th a t b e l ie f - - th e n  the assu m p tio n  of a fid u c ia ry  duty 
must be the h ig h e s t ca llin g  to w hich a co n sc ie n tio u s  b an k er can  resp on d .
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If " t r u s t "  is  th at d e g ree  of earn ed  r e s p e c t  and co n fid en ce  w ithout 
which no bank can  ad equ ately  s e rv e  its  c u s to m e rs , then no e ffo r t should 
be sp ared  to keep  i t  in v io la te .

If p e rio d ic  d is c lo s u re  of a g g re g a te  holdings and tra n s a c tio n s  m ade 
in bank tr u s t  d ep artm en ts can  stre n g th en  public co n fid en ce  in the soundness 
of a sy s te m  w orking fo r  the g e n e ra l good, we should w e lco m e  it ,

I have fu ll co n fid en ce  in  the high e th ic a l stan d ard s th at c h a r a c te r iz e  
bank tr u s t  a c t iv i t ie s .  G iven  a fu lle r  u n d erstan d in g , I  am  su re  th at the 
public w ill sh a re  th at co n fid e n ce , I count on the banking in d u stry  fo r  fu ll 
coop eration  to th at end.
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