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GENERAL, LETTER OF TRANSMITTAL
{To beo inserted in Volume I)
To the Federal Reserve Board:

The Federal Reserve Committee on Branch, Group, agd Chain
Banking was appointed on February 26, 1930, by the Federal Reserve

Board

Y. . » to assemble and digest information on branch bank-
ing as practiced in the United States, group and chain
banking systems as developed in the United States and else-
where, the unit banking system of the country, and the ef-
fect of owmership of bank stocks by investment trustas and
holding corporations.”

Under the terms of its reference the Committee has prepared

and is submitting reports on the following topics: (1) Branch Bank-

ing in the United States; (2) Branch Banking in California; (3) Branch
Banking in England; (4) Branch Bankding iz Ganada; (5) Baucing Groups
and Chains; (6) Chanses in the Number and Size of Banks in the United
States, 1834~1931; (7) Bank Suspensions in the United States, 1892~
1931; (8) 225 Bank Suspensions, Case Histories from Examiners! Re-
ports; (9) Banking Profits, 1890-1931: (10) The Dual Banking System
in the United States.

The appolntment of the Committee was prompted by the bank-
ing difficulties during the preceding ten years, which had resulted
in a large nurber of bank suspensions, and by the growing trend towards
concentration through branches, chains, and groups. When the Committee
began its work, speculative activity in the securities market and in

other fields had recently culminated in a collapse of security prices,
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but the extent and scope of the decline in economlc activity that
had begun in the summer of 1929 was not then clearly defined, The
d.écade Just concluded had witnessed extraordinary activity in con-
struction and rapid oxpansion of industrial plants, particularly
the rapid growth of the amtomobile industry which has had profound
effects on many phases of the country's life, Installment selling
had developed on a large scale and had stimulated buying by the con-
suming publics

The decade was characterized by an abundance of credit, to
which an inflow of gold from abroad greatly contributed, and by an
extraordinarily large volume of security flotations, both demestlc
and foreign. It witnessed gpeculation in real estate, in securities,
end In businegs enterprise. Tarcughout the periced, however, commodity
prices after a procipitous decline in 1920 and 1921 remained relative-
ly stable arommd a level somewhat higher than the low point ‘reached
early in 1922,

Broadly spealting, the decade was one in which industrial
and city populations were prosperous, while agriculture was going
through 2 difficult adjustment.

Phile the Committee was conducting its investigation, there
developed an economic depression of unprecedented depth and duration
which has affected every part of the world, This subjected the banks
of the country to new destructive forcess The impaot of the depression

on the banking system was severe by the end of 1930 and became more
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serious in 1931, the last year covered by the organized material ace
cumlated by the Committee, Its studies of bank esarnings and expenses
cover the five year period 1926-1930; its studies of failures are car-
ried through 1931, but do not include the year 1932 &uring which the
establishment of remedial agencies, such as the Reconstruction Finance
Corporation, introduced entirely new elements into the situation,
Developments during 1932 are reflected in tho study only in a gen-
eral way and in particular cases where ‘information was availeble and
appeared to be essential for completeness.

The Committeels investigations were organized and directed
by J. H. Riddle, the Executive Secretary and Director of Researchs The
various reports were written under hig supervision, and the major part
of the editorial work was done by hime Mr. G. W. Blattner, of the
Board's Division of Research and Statistics, prepared Bankine Profits,
1890~1931 and collaborated in two other reports: Branch Banking in
England and Bankine Groups snd Chains. He also assisted in the edit-
ing of other reports aond was frequently consulied as to methods and
procedure in other research projecis.

Other members of the research staff participated in one or

more projectss Mr. Guy Greer prepared Branch Banldng in Conada and

Branch Bankine in California, He elso collaborated in the prepara-

tion of The Dusl Bankdins System in the United States. Mr. Oliver S.

Powell, of the Federsl Reserve Bank of Minneapolis, prepared 226

Baonk Suspensions, $ase Eistories from Examiners' Reports. Mr. Clarence
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Hanmond prepared Branch Banking in the United States, and collabo-

rated in the preparation of Jhanges in the Number and Size of Banks

in the United States, 1834-1931, Mr. Clark Warburton collaborated

in the preparation of Bank Suspengions in the United States, 1892-

1931, Changes in the Number and Size of Banls in the United States,

1834-1931, and The Dual Banking System in the United States. Mr.

Richard Garlock collaborated in the preparation of Bank Suspensions

in the United States, 1892~193%1; Mr. Cyril B. Uphom in Banking Groups

and Chains; Mre Jott Leack in The Dual Basmking System in the United
States; and Mrs. Louise Sissman in Branch Bankine in Zngland. Mr. J. E.
Horbett, of the Federal Reserve Board!s Division of Bank Operations,
helped in the preparation of much of the statistical data used in
some of the reports and has participoted in the planning and execu~
tion of several of the statistical projects. The Committee is indebted
to Mr. Carl E, Parry, Assistant Director of the Division of Research
and Statistics of the Federal Reserve Board, for having read most of
the reports and for many valuable suggestions, The Committee is aleo
indebted to the counsel of the Federal Reserve Board for the prepara~
tion of digests of various laws and to members of the Boardls staff
for criticisms and suggestions,

The Committee expresses its approciation to the various
Federal reserve banks, the Comptroller of the Currency, and the
various State banking departmenﬁs for the assistance they have
rendered in this investigation. Some of the projects entailed

the collection of n vast amount of statistical and other factual
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data, and much of these were supplied by the Federal reserve banks,
or through them by the State banking departments. Without this
agslstance some of the projects could not have been carried out
successfullys.

To the various public officials, bankers, economists,
and others in this country, Canada, and England, who have sup-
plied information, given the benefit of their counsel, or ren-

dered other assistance, the Committee expresses its thonksd

Respectfully,

E. A. Goldenweisser, Chalrman
Ira Clerk

M- Jt Fleming

L. R« Rounds

Ec L. Smead-
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LETTER OF TRANSMITTAL

To the Federal Reserve Board:

The Committee on Branch, Group, and Chain Banking trans-
mits herewith a history and statistical analysis of group and chain
banking in the United States. The statistical series in this vol-
ume in most instances end with the year 1931.

Respectfully,

E. A. Goldenweiger
Chairman
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CHAPTER I

Le7]

BANKING CONCENTRATION THROUGE GROUPS AND CHAIN

Public policy in the United States has been opposed to centrali-
zation of the control of banking resources. With banking corporations
limited to one office, as has been the tendency since the passage of the
National Bank Act in 1863, concentration bullt on branch offices covering
a wide territory has been barred. Concentration, however, has proceeded
through other instrumentalities, Banking offices having scparate corporate
charters have been in many cases identlcally owned and controlled. In re-
cen' years such arrengements in the banking structure of this couniry have
come to be referred to as group and chain banking.

While students of banking ever since the Civil War have realized
that commmities of interest existed in chains of banks, systematic effort
to measure the extent of banking concentration represented by chain and
group banking has been undertaken only in recent years. The amount of
concentration existing in America through chain and group banking as
shom by official tsbulations is smaller, however, than mizht have been
expecteds In other fislds of American business——public utilities, rail-
roads, and various industries--concentration of control has developed

maeh further than in the banking business.

Chain Bankins

The characteristic form of chain banking 1s owmnership of stock
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in a number of banks by one individual. or one family, or by a small
group of persons, such as the officers of a particular banke The inter-
relationship msy be tenuocus, such as an interlocking of directorates,
with no real attempt to control, ownership belng a matter of investment
only, or ;t moy be a majority or complete ownership of stock, with the
purpose of control of operationss The usually accepted distinctlon
betwoen chain banking asnd group banking, as more recently developed,
is that of personal ownership of stock as opposed to corporate owmer—
shipe Several of the present group bank organizations had thelr origin
in chains. Groups and chains, however, merge into one another, in a
manner that makes absolute distinctions difficult to establish,
According to the organized statistics of the Federal Reserve
Board there were approximately 176(1) personal chain bank systems ex-
istent in the country at the end of 1931, each having three or more
bankse. They included 908 individual banks and most of them were small
chains of small banks. The aggregatec loons and investmeonts of all

these banks were about $927,000,000.

Group Banling

The movement toward group banking cannot be fully understood

(1) A listing of each of these appears in the appendix, Table II. In

compiling these statistics mutusl savings and private banks were
excluded.
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without background knowledge concerning unit banking, branch tanking,
and chain banking., Perhaps the most valid concept is that expressed by

John Pole, former Comptroller of the Currency, which is based primarily

on corporate ownership of stock as contrasted with personal ownership,
characteristic of chain banling., Group banking, in his opinion, refers
to "the ownership and some element of operating control of several banks
tarough the medium of a bank holding company."(l)

Some persons make a distinction between minority interest, ma-
Jority control, and complete ownership of bank stock as a basis for de-
termination of whether a particular arrangement constitutes group banking
or nots. Mr, Frank W, Blair, chairman of the board of the Guardian Detroit
Union Group, made this distinction in an address on April 28, 1930, before
tne Reserve City Bankers Association in Memphis, Tennessee,

Perhops = good a stetement defining tle group bank concept as
any is that of Lymen B, Wakefield, vice president of the First Bank Stock
Corporation of Mimnmeapolis, In his testimony before the House Banking and
Currency Committee on April 16, 1930, ne said: "Essentially group banking
is the control through majority stock ownership of a nmumber of banks through

a holding company, patterned corporately after the modern investment trust,

(1) United States Congress, 71lst, 2nd Session, House Committee on Banking
and Currency, Hearings on Branch, Chain, and Group Benking, under H.
Res. 141, February 25, 1930, p. 26,
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but operated as a central management institution.! Mr. Wekefield filed

a statement with the committee outlining the operations of the First Bank

Stock Corporation, which contained the following statement on group bank-

ing:(l)

"Group banking is the name that has come into common
usage for this step in the evolution of the American banking
system, which has developed extensively in the Northwest,
prompted by a need to meet a definite change in economic con-
ditions. Group banking is not simply chain banking wnder
another name, Chaing of banks under common ownership or com~
mon control, usually of a single individual, have exlsted for
generations, the majority stockholder or stockholders simply
exercising that natural right to supervise the operations of
all the corporations in which thelr holdings represented con-
trolling interests. Chain manegement generally reflected a
single dominsnt individuale Group banking, on the other hand,
is the association of a number of corporately independent in-
stitutions within a single holding company for rmtual advantages,
the group being built around one or more large banlks of a terri-
torial nature and its management resting in the hands of the
banlcing Interests of the territory served."

The years 1927-1929 witnessed a rapid growth of "group banking,"

The designation of the new development was brought into use partly to

escape the odium that had come to be attached in the public mind to rmch

of the so-called Ychain banking! of an earlier day; emd partly to charac—

terize and distinguish on essentlally new type of banking structure-——the

managerent holding corporation, not itself engaged in banking, dut owming

the stock of banks, and directing, or at least coordinating, their opera-

tions.

From the incorporation of the Marine Bancorporation of Seattle,

Washington, on September 10, 1927, until the end of 1931 the group bank-.

ing movement developed in every section of the country and in nearly

every city of any considerable sime,

(1) Ibid., pe 904,
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Distinctive Teatures of Group Banking. - The banking groups which

have taken shape in the past half decade have followed no standard pattern.
Their structurs and organization are exceedingly diverse. Certain featuresg
more or less common to them all, although not necessarily found in each of
them, are (1} a holding commany which owns the stock of a number of indi-
vidual banks; (2) some centralized unification or direction of the loans,
invegtments, trust functions, and operating metheds and policies of the
banks in the group; (3) an exchange of stock, whereby the shareholders of
the banks in the group surrender their bank stock for shares in the holding
company; and (%) announcement to the public of the existence of the group
and of the nameg of the banks belonging to it.

The holding company may be a subsidiary of one of the banks in the
group, usually regarded as the head of or motivating ferce in the group, own-
ing in its turn the stock of other banks; or it may be, so far as its corpo-
rate structure is concerned, the head of the whole group, owning a control-
ling share of all of the banks which are asscciated together.

It is perhaps only natural that a corporate organization device
widely used in other fields, particularly in the fipancial stracturs of
public utilities, should have found its way into banking. Invesiment
trusts had acquired substantial holdings of bank stocks, and relationships
of more or less invelved and intricate character had sprung up between the
various trusts and financial instifutions with which some of them were
affiliated and allied. The bank merger or consolidation movement, pro—
nounced in some of the larger cities, could be gpproximated in the rural
arcas only by a device like a holding company. Where branch banking
was permitted, eapecially in the State of Celiformia, the holding company

served the purpose of a temporary repository for the shares of
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banks to be later absorbed intc 2 branch bankt organization,

Diversity of Groups and Thelr Activities. ~ Many variations in

structure, in the degree of centralization of operationsg and control, and

in the unification of the units are found among the group bank organizom
tions. In some the holding company is dominant, in some one bank, 1n others
a small group of banks, The investment trust, the investnent company affil..
lated with a bank, and the trust company affillate are all used as neans of
control. The bhanks vhich comprise the group organizations are both national
and State, members of the Federal Reserve Systen and nomenbers, banks with
branches and banks without, city banks and country banlks, banks with nillions
of dollars of resources and barks with only a few thousand,

Bueiness units, other than cormercial banks and trust cormpanies
which are included in or affiliated wita the group bank organigzations, are
equally diverse, although they are anet accounted for in the statistice. They
include private banking houses, rmtual savings banks, 1nvestment houses, in-
vestnent trusts, insurance companies, realty firms, safe deposit companies,
building and loan associations, industrial banks, joint stocl: land banks, and
other types of business enterprise,

Statistics indicate that there were at the ond of 1931, 97 groups
in the country coutrolling 978 banks. Table 1 presents a list of 3L of the
leading examples of group banking. Al) those having 6 or more banks and
$25,000,000 or more of loans and investments are included. A list of the
63 other groups appears in the Appendix, Tgpble I. For conparative purposes

Table 2 gives a list of leading chains,

http://fraser.stlouisfed.org/
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Table 1 - leading Groups,(l) December 31, 1931

Number  Number
Total {Total lcans| Mumber {,f Statesi|of towns
Name of group and location of head office number [and invest- of in which;in which
of ments {000 |oranches| oper- oper-
banks(2)} omitted) ating |ating(3)
Hew Englaand
Financial Institutions, Inc., Augusta, ke. 12 $ 79,871 31 1 7
First Nationmal Bank of Boston, Boston, Mass. 20 480, 434 36 1 18
ational Shawmut Bank, Boston, Hass. 6 W2,h17 12 1 6
Worcester County Bank & Trust Company, Worcester, Mass. 7 69,326 5 1 5
Bartford Connecticut Trust Company, Hartford, Conn. 9 38,347 - 1 7
hiddle Atlantic
First Trust & Deposit Company, Syracuse, N. Y. 15 97,145 13 1 15
Marine Midland Group Inc., Buffalo, i. Y. 19 41,6563 55 1 19
Union Trust Company & Melbank Corp., Pittsburgh, Pa. 26 582,76% - 1 16
Horth Central
Dotroit Bamkers Inc., Detroit, Mich. g(1) 513,572| 188 i 8
Guardian Detroit Union Group Inc., Detroit, Mich, 27 333,769 I 1 23
Wisconsin Bankshares Corxporation, iilwaukee, Wis. ug 231,394 6 1 26
Central Republic Bank & Trust Company, Chicago, Ill. 10 183,602 - 1 3
First National Bank, Chicago, Ill. 10 596,290 - 1 1
National Hepublic Bancorporation, Chicago, Ill. & 25,273 - 1 2
BancChie Corporation, Columbus, Ohio 1l 61,306 11 1 9
Southern Mountain
Americen National Bank, Nashville, Tenn. 18 62,602 15 1 15
Hamilton National Associates Inc., Chattanooga, Tenn. 17 34,932 5 2 17
First Netional Bank Trustees, Louisville, Ky. 6 45,672 8 1 5
Southeastern
First National Bank of Atlanta, Atlanta, Ga. 7 gl 723 g 1 6
Citizens and Southern Hational Bank, Savannah, Ga. 7 57,136 11 2 6
First National Bank, Birmingham, Ala. 6 50,108 - 1 3
Atlantic National Bank, Jacksonville, Fla. 9 30,838 - 1 6

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


http://Syracu.se

Table 1 - Leading Groups,(1) December 31, 1931 (Continued)

! Number | Humber
Total |Total loans|{ Mumber |,f gtates!of towns
Nae of group and location of head office mmber |and invest- of in whichjin which
of ments (000 b he oper— oper-
] vanke(2)] omitted) {°FARCHES{  gtine |ating(3)
Southwestern
Commercial National Bank, Shreveport, La. 7 $ 26,354 3 2 5
Exchange Hational Bank, Tulsa, Okla. 21 4,006 - 3 17
Tegtern Grain
First Bank Stock Corporation, Minneapoiis, Minn. 104 312,182 3 5 91
Northwest Bancorporation, Minneapolis, Minn, 127 316,213 3 g 115
Commerce Trust Company, Kansas City, No. 6 71,554 - 1 1
Hocloy liountain
First Security Corporation,Qgden, Utah 27 33,052 - 3 26
Pgeific Coagt
Marine Bancorporation, Seattle, ¥%ash. 10 32,3h2 - 1 g
0ld National Corporation, Spokmne, Wash, 22 29, 247 - 2 19
First WHational Bank, Seattle, Wash. 5 6,128 2 1 1
U. 8. National Corporation, Portland, Ore. 11 71,909 - 2 7
Anpglo National Corporation, San Francisco, Calif. 17 160,154 1 2 16
Transamerica Corporation, San Francisco, Calif. 1 877,652 ko7 2 7
Total (3% groups) 674 $6,300,936 898

(1} Those with six or more banks and $25,000,000 or more loans and investments.
groups by class of bank sce Anpendix, Tables I and I1Il.

(2) Does not include mutusl savings or private banks.

(3> Wanber of different towns in which head office of & constituent bank is located.
(%) officials of leading interest also owm a small proportion of the steock in several =small banks in

the vicinity of Detroit.
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Table 2 -~ Leading Chains,(l) December 31, 1931

Total|{ Total Number Homber
m- [ loans and of of
Name of chain and location of head office her | invest- | States towms
of iments (COO| in which | in which
banks | omitied) |operating [operasis
Horth Central '
C. W. McPhail, Central Lake, Mich. 9 i $ 2,128 1 9
A. E. Sleeper, Rad Axe, Mich. 13 I, 250 1 13
John Clay, Chicago, Ill. 9 6,496 il 9
Southeastern
Exchange National Bank, Tampa, Fla. 12 14,146 1 g
Pirst Hational Bank, Clanton, Ala. 9 1,473 1 9
Copital Wational Bank, Jackson, Miiss. i 8 6,533 1 7
Southwestorn |
R. C. and D. R. Couch, Haskell, Texas 9 1,261 1 g
ile Co Parrish and Agsociates, Austin, Texas 9 1,155 1 9
I. #H. Nakdimen, Fort Smith, Arlk. i 8 ‘ i, o5k 2 8
Thurmond Brothers, Oklahoma City, Okla. P17 3,409 2 17
R. A. Vose and Associates, Oklahoma City, Ckla., 8 1,502 1 8
Western Grain , !
Otto Bremer et al, St. Paul, kinn. | 51 46,316 Y 47
Isnac Hazlett et al, Minneapolis, Minn. 17 | 4,536 1 15
C. H. Xlein, Chaska, Minn, & | 3,651 1 &
J. Lampert Company, St. Paul, Minn. & 1 2,131 2 g
Jameg F. Toy, Sioux City, Iowa P19 ! 12,u96 3 18
C. A. McCloud and Associates, York, Nebr. b8t 2,656 1 7
J. M. Kemper et al, Kansas City, Ho. ! 10 | 14,45k 3 10
J. H. Collingwood and Pamily, Topeka, Xans. t 8 | 2,608 1 7
; l
Rocky Mountain :
¥. D., J. H. and R. C. Thatcher, Pusblo, Colo. ' & 21,17 1 6
J. E. Cosgriff, Salt Lake City, Utah P9 | 13,079 3 9
George Wingfield, Reno, Nevada r 13, 19,879 1 10

(1) Those with 8 or more banks., Doos not includo mutual savings or privatc banls,.
For details for all chains by class of bank sce Appendix, Tables IT ang IV.
(2) Number of different towns in which head office of a constituont bank is located,

Sources of Information

The first broad attempt to dring together facts with reapect to
the extent of chain and group banking was made by the Federal Reserve Board
as of June 30, 1929. The Federal reserve banks were instructed to report

all cases in which there was a community of conirol or ownership of three
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or nore banks. Where the corrmunity of interest related to two banits only,
the coses were not asked for., Three hundred and twenty-one group and chain
systens including 1,921 banlks were reported as of that dato.

The instructions to the reserve barks were: "It is requested
that in general only those systexns be included in vhich any person, group
of persons, partnorship, association or corporation hos actual or potential
control over the operations or policies of three or more banking units each
worldng on its own capital and under 1ts own personnel." The statistics
were compiled from existing records and knowledge. No attenpt has ever been
nade to circularize all the banks in the country with the view of further
perfecting this bedy of data,

The data have been collected every half year subsequently, so that
figures are available as of June 30 and December 31 in each of the years
1929, 1930, and 1931&1) Those who have worled with the figures have come to
believe that they represent within a reasonnble margin of error the extent
of barking concentration growing out of a corrmunity of interest in three or
more banks, Between the first and latest tabulatlons of the novement there
were shifts in one directlon or the other. At the end of 1931 the taobula~
tion showed 273 aystems comprising 1,886 banks., The Cormittee also made
an effort to find out the muiber of cases in which two banks only were
affiliated. The best indications are that as of June 30, 1931, some 796

additional banks iIn the country representing 398 affiliations werse

(1) A tabulation appears in the Appendix, Tgobles V, VI, VII, and VIII,
which gives details for each of these dates.
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invelved in relationships of this tyve.

The largsest nart of the iwo-bank relationships represents cases of
what might be called one vank operating under two charters. Trust companies
and State and national baanlis appear in such rolationships. Quité often the two
affiliated banks operate under the same roof and with the same officials.

The purpose 1s not to tap business by geographically dispersed outlets but

to operate in a variety of lines permitted by the two charters, The location
by States and other particulars concerning such banks appear in the appendix,
Table XIII.

Group and chain systems, each comprised of thres of more banks,
according to the rccords of the Pederal Reserve Board, may be divided into

threc »Harts.

Table 3 - Group and Chain Systems, December 31, 1931

Average

Nug?er Loang and loans and
1)}! investmentis investments

banks( ) per bank

34 - Loading groups(2) 574  |$6,300,936,000 | $3,348,570
63 = Other groups 304 2,414,843,000 | 7,943,562
176 - Chains 908 926,73%,000 | 1,020,631

(1) Docs not include mutuel savings and private benks.
(2) Those with 6 or more banks and $25,000,000 or more loans

and investmenta,.

Many of the 63 "other groups" and of the chains are very different
in charzcter and in degree of centralized control from the 34 listed as
representing the leading examples of the group movement. The group develop-

ment is, therefere, beotter mecasured for most purposes by the figures for
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the 34 leading groups.

For example, the Chase National Bank was included in the miscel-~
lansous group in the figures as of June 30, 1931, but does nol appear as of
December 31, 1931. For some years the American Express Trust Company in
New York City had been controlled by Chase National Bank interusts. JAccord-
ing to newspaper reports, the Chase interests in the early part of 1931
assumed contrel of the Canal Bank and Trust Company of New Orleans in order
to protect commitments. Thus, n three-benk relationship come into existence
and the losns ond investments of the zroup and chain movemont were swelled
by nearly $2,000,000,000. In the ensuing six months the American Express
Trust Company was merged with the Chase, and the group disapponred from
the statistics as of Deceamber 31, 1931, Threc-bankmwlationships, and
others, often came into being for a variety of fortuitous rensons and
are not intended to operate over a wide territory in lieu of bronch banke
ing, as is thc case with respect to meny of the 34 loading groups.

Another example moy be cited, that of the Central Hanover Bank
and Trust Company of ¥ew York, vhich is included among "other groups," cone
tributing with its two other associated bonks more than & half billion dollare
in loans and inveatments. The OBoantral Hanover owns 35 per cent of the out-
standing stock of two Florida banks., Fiftecn per cent of the stock of these
two banks is owned by the City Bank Fammers Trust Company. However, this
trust company and the National City Bank, which dominates it, are not in-
cluded among miscellaneous groups.

Among "other groups,” an important element is these three-bank

groups, which account for 69 banks and $1,096,343,000 loans and investments

.org/
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{see Table 15)., Among these are many metropolitan institutions of large
size which are in no sense part of the modern group movement, as excemplified
by important units in the list of thirty-four. For example, the Certral
Hanover group contributes about a half billion of leoans and investments, and
the Peoples Trust Company of Pitisburgh group supplios $167,000,000 in loans
and investments,

Not only is the aggregate figure of loans and investments in the
movement somewhat deceptive for the reasons outlined above, but as Table 4
shows, among the leading groups nearly two-thirds of all the loans and in~
vestments are furnished by the 34 key banks around which the leading groups
are formed., These banks are large because they are metronclitan banks with
large commercisgl accounts. Their size is derived from this fact and not
because they are associated with smaller banking outlets, whose business
comes from customers operating on a smaller scale,

Public interest in the group and chain bank movement was attracted
by the rapid rise of group organizations during 1927-1929, Chains have been
in existence for a long time in this country without attracting a great deal
of attention, This is also true with respect to groups composed of a few
banks, Groups of this class as well as chains have been formed and operate
in a variety of forms, It is, therefores, difficult to meke generalized
observations applicable to all these forms. JAmong the leading groups, there
is more homogeneity. Some of the chapters imwediately following deal with
the causes of the rise of the leading groups, their methods of management
and operation, and their effceis and consequences from the noint of view

of the probdlem of the banking structure in this couniry.
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Trbhle 4 - Loans and Investients of Leading Groups and of Lorgest Bark
in Bach, December 31, 1931
(In thousands of Jollars)

Loans and jLoans and in-
Wome of group and location of head office investmentsjvestinents of
of group |largest bank
(1)
New Eozland
-~ Financial Institutions, Inc., Augusta, Me. 79,871 29,302
First National Bank of Bosten, Boston, iMass, 480,434 357,026
National Shawrmt Bank, Boston, Moss. 2,417 132,227
Worcester County Bankz & Trust Corpany, Worcester, Mass. 69,326 36,480
Hart{ord Comnecticut Trust Cor , Hartforld, Conn, 38,347 27,531
Middle Atlantic
FPirst Trust aund Deposit Conmpany, Syracuse, N. Y. 97,1&5 81,295
Marine #idland Group, Inc., Buffalo, N, Y, Yhy,553 198,082
Union Trust Company & Melban Corporation, Pittsburgh,Pal 532,763 198,063
North Central
Detroit Barkers, Inc,, Detroit, iich, 513,572 45k, 668
Guardian Detroit Unioen Group, Inc., Detroit, Mich, 333,76 152,587
Wisconsin Bankshares Corporation, Milwsultee, Wis, 231,39 134,056
Gontral Republic Bank & Trust Company, Chicago, I1l. 183,602 153,370
FPirst National Banl, Chicago, Illinois 536,290 4o2,437
National Republic Bancorporation, Cixdcago, I11. 25,273 7,2l3
BancQhio Corporation, Columbus, Ohio 61,300 38,609
Southern Mountain
Anerican Natlonal Bank, Nashville, Tenn. 62,602 kh, 259
Hamilton Natlonal Assoclates, Inc., Chattancoga, Teun. 34,932 19,470
First Natlonal Bank Trustees, Loulsville, Ky. 45,672 21,957
Southeastern
Pirst National Bank of Atlanta, Atlanta, Ga. 94,723 63.6M0
Citizens and Southern Hational Bankz, Savannai, Ga, 57,135 47,580
First National Bank, Birminghaw, Als. 50,108 47,406
Atlantic National Banlc, Jacksonville, Fla. 30,838 21,926
Bouthwestern
. Commercial National Bank, Shrevepor:t, La. 26,354 15, 13
Exchange National Bank, Tulsa, OXla. 48,026 33,607
Western Grain
Firat Bonk Stock Corporation, Minneapolis, Minn, 312,182 &9, 588
Northwest Bancorporation, Minneapolis, Minn, 315,213 70,395
Commerce Trust Co., Kansas City, o, 71,594 65, Bl
Roclky Mountain
~ First Security Corporation, Ogden, Utah 33,052 5,615
Pacific Coast
' Marine Bancorporation, Seattle, Wasl, 32,352 23,900
' 014 Notional Corporation, Spokanc, Wash, 29,247 18,047
Tirst ¥ational Bank, Seattle, Wash. 69,128 66,371
U. 8. Natlonal Corporation, Portland, Ore. 71,9 63,390
Anglo National Corporation, San Francisco, Colif, 160,12& 133,984
Transanerica Corporation, San Francisco, Calif. 877,672 {85,222
motal (34 groups) 6,300,936 | 4,041,290
(1) Ths largest bank in each group was selected on the basis of the size cf loans

and investrnents,
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Many of the observations with respect to leading groups apply to
the less formal groups and the chains as well. For example, Table 2 shows
that there are a considerable number of chains which control upwards of a
dozen benks, one controlling 51, enother 19. It is more than likely that
the degree of centralized control in some chains is more analogous to that
in branch systems than is the case with respect to some of the less formal
Eroups.

Replies to Questionnaire. - The Committee sent a questionnaire
to leading groupe and about thirty roturms were recciveds The replies form
a body of valucble information on the modern group movement and ropresent
the most important source of material developed in the following chapters.
The answers were returmed in 1930 and 1931, and consequently do not record
such changes as mey have talkken place sincoe that time, under the stress of
acute business depression, in the condition and practices of the reporting
groups or in the opinions of their representatives,

The questionnaire was divided into five major parts: (1) organi-
zation and history, {2) economic backgromd, (3) monagement and supervision,
(4) policies and operations, (5) public relations. Bach of these subjects
was developed by a series of questionse In the first division, information
was requested with respect to the incorporation, capitalization, and sub-
sidlaries of the holding company and how subsidiaries were ncquired.

Under the second division, an attempt was made to bring out some
of the motives irpelling the orgenization, The degree of head office cone
trol and of local autonomy among merber banks was developed in the third

divisione The fourth was intended to clicit information with respeet to
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portfolio mangement, the control of costs, and the effect of the
group on correspondent relationships and orn the Federal reserve sys-
tem. The fifth division was concerned with the attitude of the group
to governmental regulation and the local attitude towards the group
itgelf., As the Committee was gliven permission by eight of the

groups to publish their responses to the questionnaire, the replies
made by them to a mumber of the more important questions appear ia the
appendix as case studies.

By way of establishing a background for analysis of the
modern holding company and its operations in the banking field, and
for deseridbing the activities of recent years, the following chapter
presents a review of earlier developments. The historical review
will be followed by an analysis of the organized statistics of chain

and group banking as of December 31, 1931.

Federal Reserve Bank of St. Louis



CHAPTER II

EARLIER HISTORY OF GROUP AND CHAIN BANKING

There have always been individuals who have invested in stocks
of more than one bank with a resultant cross interest sometimes amounting
to an interlocking directorate and sometimes to virtual control of several
institufions by one perscn, cne family, or one group of persons. There
has been little attempt to restrict the individwal ownershlp of bank stocks,
and, thecretically at least, in most jurisdictions all the shares of all
the banks {except qualifying shares of directors) could be held by one
person. There appear %o have been ne efforts on the part of State law-
makers to limit interlocking directorates, and Federal legislation along
that line came only relatively recently. However, there have been pro-
hibitions in some States, and limitations in cthers, on banks purchasing
stock in other banks, and thisg fact retarded and made difficult the direct
operation of a group of banks by a dominant banking institution., The legis-
lative history and status in this connection will be brought ocut in a sub-
sequent chapter,

A review of financial litsrature indicates that arcund the end
of the last century writers began to take account of commnity of interest
between two or more separately incorporated banks. HMost of the cases noted
in those days would be classified as chains, although early in this century
citations appeared of corporations controlling strings of banks. It was

not, however, until recent years that a survey of the situation was made,

- 17 ~
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Obstacles to Growth of Group and Chain Banking

It is apparent that many believed the spirit of the National Bank
Act expressed a public policy to localize the control of banking institu-
tions, setting its face against the centralization of control in the hands
of a few, This point of view was well expressed in an opinion of the Solici-
tor General of the United States remdered in 191le Ee said:(1)

"The banks created by the national banking act wers, and

were designed to be, local institutions and independent of

each other, but under national control and supervision. Nation-
alization without centralization was the keynote of the law.
This is demonstrated by the structure of the banks provided for,"

He based this opinion in part upon the provisions of the act:

(1) requiring a national bank to conduct its business in a single place;
(2) fixing capital requirements small emough to extend the facilities of
national banking to the smallest communities; (3) requiring that three~

fourths of directors must be residents of the State; (4) providing that

natural persons only could participate in the orgemization of a national
bank.(a)

In the years following the passage of the National Bank Act
industrial development in this country was rapid and about 1880 a period of
feverish concentration among industrial companies began, The last two
decades of the century witnessed the rapid rise of pools and trusts in

almost every part of the country and in practically all industries.(3)

(1) Commercial and Financisl Chronicle, November 4, 1911, p. 1232; November
25, 1911, p. 1h33. United States Congress, 72nd, 1lst Session, Senate
Document No. 92, May 10, 1932, p. 3.

(2) Ibid., pp. 3-5.

(3) Trusts, Pools, and Corporations, edited by Willlam Z. Riploy, revised
edition, p. xi.
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Despite this general tendency, the gpirit of the local unit bank, it would
seem, was widely accepted and little was attempted during this pericd by
way of building concentration on institutions incorporated under State
statutes which perhaps did not contain the same implications as the National

Bank Act.

An Early Group Scheme. ~ The attitude of bankers towards propesed

schemes of concentrating banking resources is exemplified by an interesting
case in the early nineties. Mr. F. W. Hayes, Vice President of the Preston

¥ational Bank of Detroit, wrote in the Banking lLaw Journal for July 15, 1892,

"A Plan for Bank Consolidation." He proposed the formation of & management
holding company for banks, in some respects not unlike many in existence
today. Among other things he said:{1)

"he chain of hanks thus egtablisned should be operated
under a supervising central management located in Chicagoe or
Yew York.

T% is not my idea that the gseveral banks should be simply
branches, bul that each bank should be an euntirely separate
organization, for the reason that local stockholders and directors
would thereby be incited to greater exertion, for they would re-
ceive their pro rata of the profit resulting from individual ef-
fort, whereas in the case of branch banks, the profits of good
management in one branch may ® offset by the losses of other
branches."

Although the plan resulted in nothing concrete so far as the
record shows, it was submitted for criticism to leading bankers all over
the country., Many of the replies were brought together in a booklet and

give some indication of factors which discouraged the development of group

(1) w3 Plan for Bank Comsolidation," by F. W. Hayes, Banking Law Journal,
July 15, 1892, pp. 56, 57.
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and chain banking at a time when trusts and pools were common in other
fields.(1)

The president of the National BExchange Bank of Baltimore, Maryland,
feared a group system as suggested would be opnosed "by other banks uniting
their forces against it, calling it a trust, etc."(2) The cashier of the
Southern Bankinz and Trust Company, Atlanta, Georgia, spoke of "the bad odor
in which trusts are held by the people of this section."(3) e president
of the First National Bark in Hartford, Connecticut, said: "'Syndicate' is
a name which is not in favor among the larger ¢lasses upon whom banks depend
for profit.*(¥) Again, from the cashior of the Deseret WNational Bank in
Salt Lake City, Utah, is the statement "that the organization could be made
a powerful one, but think it likely, on that account, tc be antagonized by
the other banks as well as by the element in Oongress opposed to National
Banks. "(5)

Bankers, thus, seemed to think that groun banking would be actively
opposed by the anti-trust spirit of the day. Bankers were content to let
others take the lead in testing the possibilities of concentration through
various manipulations of the corporate form. It is probatly true in any case
that as banks were under Government supervision and bound ty many special
laws, bankers were reluctant to undertake oay uvnusual deviations. Chonges

would be more apparcnt smong banks than in any other type of business.

(1) An Argument in Fevor of the Organizetion of £ Financisl Corpgration and
Union of Banks, Tosether with Plons of Congolidation (13G2).

(2) Ibid., p. 84,

(3) mig., p. 81.

(%) 1vig., p. &s.

(5) 1pig., p. 96.
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Ons of the bankers in commenting upon the proposal pointed ocut

that: (1)
"The question may be asked, why 40 business men form
combinations? Not because they prefer to do business that
way, but because their profits have been so reduced by com-
petition that it becomes a necessity.

"The banking busineas has not yet reached the point
where there is no profit, amd will not as long as people
have moncy to deposit for safe-keeping, and their less
fortunate fellow-men have not the necessary capital on
which to do business.”

Pacts brought out in other studies made by the Committee may
usefully be recalled in considering the statement of this banker. In the
earlier years of this century banking was a profitable and, therefore,
attractive field of enterprise, More recent years have witnessed a sub-
stantial narrowing in the margln of bank profit per unit of business, and
this may have given an important part of the impetus to the modern group
movemente

Pogsibly, the American system of correspondent banking repre-
sented some vested interests thot resisted concentration through chaina and
groups . The large clty banke, which possessed the resources and prestice.to
lead such a movement, felt perhaps that they were getting the profitable
country buginess under correspondent relationships without the risk vhich
might accompany actual management of smaller banking cutlets. Metropolitan
bankers, moreover, may have felt that any atterpt to buy into country banks
might be resented by the country bank correspondents who would sever their
relationghips. The thousands of accounts of small country banks conirolled

by some of the great metropolitam banks were a part of their business which

they did not wish to sacrifice.

(1) M.' P. 1"5-
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Legal Basis for Holding Companies. — Most of the factors named in

the preceding paragraphs served to obstruct chain banking as well as groups,
but there was another factor which eesbaimdy operated against the rise of
the modern bank holding company. Before 1889 the laws of no State provided
for a corporation to be chartered for thae snecial purpose of owning stocks
in other companies, and most court decisions were contrary to such activiiy.
New Jersey was the first o make definite provision for pure holding conp-
panies. A student of such wattcrs has summarized the situation:(l)

. . . Until about 1870 in ¥ngland, and tweniy years later in
our owa country, the weight of legal authority had been adverse
to the holding of the steck of one corperation by ancther. Rail-
roads for a generation had, by special provision of law, con—
trolled subsidiary compenies in this way. But the passage of a
new corporation act by New Jersey in 1889 first legalized the
practice under general statutes. Vast vossibilities were in-
volved in this fundamental chanze in American corporatiocn law,
Comzonies could hereafier be organized as vell to scrve the ends
of bankers and promoters as those of industrial efficiency. The
Hew Jersey itype of corporation need have no operating duties
whatsoever, other than to hold the shares of other concerns,
elect officers, receive dividends from constituent companies and
turn them over to their omwn stock or boad holders. It was neces—
sary merely to mainbtain a nominal connection with the chartering
state by renting desk room, displaying a sign, going through the
form of an aanual meeting and rendering meager anmual reports.
Many American commonwealths, notably Delavare, Maine, West Vir-
ginia and Worth Dakota, prompily followed the sxample of New Jer-
sey, profiting greatly tiiereby from the resultant fees. Only two
states seem fto have vholly resisted the temptation to authorize
he holéing company by the amondment of their industrial codes.!

Thus, it was not until 188G that the principle of one dorporation's
being primarily in the business of owning stock in others came into our law.
Until this principlic became established, the possibility of the modern hold-
ing cormany for banks did not exist.

These factors outlined in preovious paragraphs operating against

the establishment of groups and chains justify the belief that there was

(1) Trusts, Pogols, and Corporatiocans, edited by William Z. Ripley, revised
edition, vp. xix, z=.
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little of such banking activity in the nineteenth century. It is possible,
however, that the situation was more apparent than real. The recording of
chaing and groups in all parts of the country with the turn of the century
suggests their prior existence in covert form. DProbably secrecy had been
encouraged by a fewar of public opposition.
Contemporary Comment {1902-1908) on Early Examples of
Group and Chain Banicing

Balanced against these obstructing factors implicit in law and
custom, there were other factors which encouraged banking concentration
and cavsed it to take the form of groups ond chains. These will be dovered
more fully in a subsequent chapter, which will analyze the couse of the rise
of the modern group bank holding companys Only those factors will be men-
tioned here which were referred to by writers around the beginaning of the
century. One of these factors was the lack of branch banling powers both
emong national and State bnunks. Taat cucin banking wos regarded as a sube
stitute for branch bonking, resorted to in the absence of bronch banking
permission, is evidenced by contemporary discussions of branch banking at
bankers' conventions.

One such statement in 1902 pointed out that "In the Northwest the
branch banking question is apparently solving itself, and 'lines! or 'chains!
of banks controlled by one or two men are becoming common and the number of
banks so controlled, greatar." The observer guoted also referred to the
development of "this style of branch banking.“cl)

Other studies of this Committee trace the effort made by certain

persons to extend the principle of tranch

(1) ®Branch Banking in North Dakota," Commercial West, November, 1902, p. 23.
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banking in the national banking systems In the meantime bgnkera wore ex—
perimenting with the idea of achieving the same results with separately
incorporated banking offices. In 1902 the late A. Barton Hepburn peinted
out tha‘h:(l)

“The prohibition against the establishment of branches

and the desirability of close affiliation are developing
rapidly a system of Joint ownership in banks « . « Such in-
stitutions, owned by strong people and in the hands of con-
servative managers, could certainly render the public great
gservice,"

An economist writing at the same time said:(a) Mo an unknown,
though probasbly considerable extent, a process of federation has alsc been
going on through the offorts of coteries of individuals to acquire stock
in groups of banks~=it being forbidden to the institutlons themselves to
be holders of each otherts stock," He was of the opinion that "it couvld
moke no progress outside the grent citics.™

Pyramid or Promotion Chains. -~ Others have cbserved that chains
developed at this time in many cases were dominated by men with promotional
instinets, who controlled many banks with small initinl investments of
their owne Horace White, writing in Sound Qurrency for June, 1902, re-
ferred to this development:(3)

. « o Scarcely a day passes that we do not read of some existing
bank passing under the contrel of a larger onees During the past
six months there has been much quiet absorption of small banks in
New York Clty by large ones, but latterly the process has been
extended to banks ocutside of the city ond outelds of the State,
Not only so, but some of the large banks in cities far distant
from each other have been exchanging shares through the porsons of

men who own controlling interests in eachs « o

The affiliations between large and small banks, Mr. White wrote,

(1) A. Barton Hepburn, "Branch Banks and the Currency Problem," Sound
Currency, Merch, 1902, p. 36.

(2) H. Parker Willis, "Demand for Centralized Banking," Sound Qurrency,
MarCh, 1902, P 13.

(3} Borace Whito, "Bramch Banl% 3 Its Beconomies and Advantagres,? Soun
Currency, .:l'uz’ze, 1902, pe. 5 I.lg ages,” Somg
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was supnosedly "accomplished by individuals connected with the large bank,
buying the ghares of the small one, and borrowing from the former the money
which pays for them, the shares being pledged as collateral security for
the loan.'(1)

That the Heinze-Morse chain, which was congpicucus in the bank-
ing difficulties of 1907, was only one of several similar developments is
evidenced by the Report of the New York Special Commission om Banics in
1907. It saia:(2)

U4 method of a certain e¢lass of promoters, well illustrated

by the recent developments in certain embarrassed financial in-
stitutions, iz to buy stock of a bank or trust company, ond by
using that as collateral, borrow money with which to buy stoclk
of another banking institution. 3By ropeating this process and
by claiming the indulgence due & stockholder in the matter of
extending credit in other directions, it is possible for ndroit
and unscrupulous men to acgquire the nominal ownership of a very
considcrable amount of stock in o nmumber of iastitutions, by the
investment of o comparatively small amount of capitnl. Tae
object of such a procedure is fc obtain a standing with such ine
gtitutions, which will ennble the promoters to utilize their
credit and obtain funds to corry on their various enterprises.t

Noyes in Forty Years of American Finance refers to the Heinze
operations as having been in progress for half a dezen years prior to 1907.
A number of banking institutions of "second rank" were brought up, he wrote,
by a "speculating finencier" and a type of "chain “wenking" developed as a
charecteristic incident of the era of speculation, "watcned by conservative
fingnciers with much uneasiness."{3)

H. #. P. Zckerdt, in A Rational Bankins System, (%) tells of a

dispatcn from Omoha, Nebraslk:, to the New York Evening Post, in the issue

(1) mid., p. 57.
(2) Report of the New Yorl Snecinl Commission on Banks, 1907, pp. £=9.

(3} Alexander Dana Noyes, Forty Years of American RPinance, v. 305.
(4) E. M. P. Eckordt, A Rational Bonking System, wvp. 194-195.
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of April 25, 1908, describing how bank chains were built up in the West.
After deseriving how towng sprang up along the right of way of new rallway
lines, he explained that among the first institutions in the new towns were
barks. "'The next step in the development of these banks, '™ the Omaha corre-
spondent declared, "'has been their combination info chains., The farn mort-
gages given by the farmers who move on the new lands which they wish to im~
prove, and borrow money for the purpose, have tc¢ be sold; hence the president
goes 10 a large Western city and starts an investment company vwhich mealtes a
specialty of selling farm loans. He leaves the bank in charge of a cashier,
who is usually a young man anxious to make a showing. The president estab-
lighes other banks of this sort until he has a string reaching across several
counties.!" Reference is made to one banker who was president of 20 banks
of this sort and who "!'lived in luxury without visiting them oftener than
enough to keep in touch with their management.!'®

This author alse refers ito & person associated with a bank in
Oklahoma City who wns making arrangements to start a string of fifteen banks
throughout the State.(l) Ee mentioned the purchese by the Netional City
Bank of New York of a controlling interest in the Exchange National Barnk of
Spokane, and a large block of the stock of the Traders! National Bonk of the
same city. These lagt trangactions referred to a2s Pnpparently being pert of
a preparatory plon of the Standard 0il interests to make large investments
on the Pacific Goast,"(z) but these holdings were subsequently disposed of.

Another aathor, reviewing the situation in the Northwest, 1s dis-

posed to emphasize other motives:(3)

(1) 1pid., ». 195.

() 1pid., p. 196.

(3) Mildred Imcille Hartsough, The Tyin Cities As o Metropolitan Market,
pp. 1l5-146, ' ' o
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", . . The practice seems to have spread rapidly, and, though
it arouged considerable comment, it did not apparently give
rise to much opposition. Indeed, there wovld not have been
mach cause for it, for the individuals resnonsitle were men

of capital who wers furnishing banking facilities where they
had not existed before, and who had 2o more ulterior motive
tnan the making of additlonal profits by the furnishing of
these serviceg, Investments of additional capital were made
by & diffusion of banking establislinents in agricultural com-—
munities, because that procedurs offered more profits, as well
as more benefits, than the building up of a large institution
in any one center. There was no apoarent motive of concentra-
tion of contrel, such as may have been influential in later
developments, It is worthy of notice, as bearing out this
point, that the earliest ingtances of commmnity of Iinterest
were all in Worth Dakota, a purely agriculiural digstrict

which was Just being settled, where banking facilities wers
scantily distributed and where the capital with which to in~
creagse them was mostly in the hands of a few men.!

RBecord of Rise of Chains and Groups

The early rise of chains and groups was not made the subject of
an emueeration, but the evidence of their existence consists of bits of
fragmentary information and comments gathered from a variety of sources.
The first citation relates to the middle sightieg. Mildred L. Hartsough

in The Twin Cities As a Meiropolitan Market speaks of instances of chains

beginning to appear in the Northwest about 1890. The first instance of
chain banlting of which she found recerd in the region was the case of
Mr. David H. Beecher who established one bank in North Dakots in 1884, and
another in 188?.(1) Miss Hartsough seems to feel that the practice of buy-
ing into other banks spread rapidly in the Northwest, but it was probably
after the turn of the century.

The Witham organization in the Southeast, more or less a cross be-
tween a chain and a group, was one of the best lmown of the earlier systems.

Starting in 1896 under Mr. W S. Withem, it operated a sizing of banks ultimately located in

(1) Ibid., p. 1b45.
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Georgia, Florida, New York, and New Jersey. 3Before its failure in 1926 1%
controlled nearly 200 banks, many of which were located in small communities.
The record of this system is reviewed in soms detail in the chapter on gus-
vensions (Chapter VIII).

By 1900 close communities of interest between two or more hanks
were becoming a familiar thing. It was said that: (1)

tAbout the year 1900 there was some open talk of com-

binatione belng favored between the larger banks in New York

City and some of the large trust companies in that and other

cities.”

In 1903 the following observation was made:(2)

". « . A glance through a barnk directory of any Western State

shows the names of meveral men frequently repented as presi-

dents or vice-presidents of a number of banks. In each case

the man, or interests represented by him, probably controls

the banks of which he is an officer. The banks so connected

are called a chain, . M
This author refers to the largest system of banks in Xansas as being made up
of 18 institutions, and with deposits of $3,500,000 and controlled by inter-
este connected with the largest bank in Kansas City, Missourt.(3)

For the most part, what interbanl control there was down to 1900,
and even later in most sections, was largely individual or personal in
character, but in the years following 1900 non-banking companies were organ-—
ized to acquire bank stock and centralize to some degree banlz operations,
but these were infrequent and the number of banks in each chain remained
relatively few. The territory covered by a particular system wag, for the

most part, not extensive, in many cases being confined to a county or area

of similar size.

(1) Charles A. Lindbergh, Bankins and Currency and the Money Trust, p. €1.

(2) mornton Cook, "Branch Banking for the West and South," Quarterly Journal
of Bconomicg, 1903-1904, Vol. 183, p. 107.

(3) mia.
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Early Groups. - One of the earliest recoerded instances of a
forerunner of the modern group banking movement is the case of the
014 National Bank of Spokane, Waeshington, and the Union Securities
Company. This company was organized in 1909, more than a controlling
interest being held by the stockholders of the 0ld Naticnal Bank, and
it began to acquire stockholdings in banks, About this time also a
trust company in Texas with branches, following the adoption of a
branch bank prohibitory law, although perhaps not because of it, con-
verted into a group bank system, making use of the trust company as
a holding company for the stock of the separately incorporated insti-
tutions into which the former brancies were converted.(1) Another
example is the Atlentic Trust Company of Jacksonville, Florida, incor-
porated in 1908, for the purpose of acquirinzg a berk building. Later
it began to purchase bank stock.

According to information recently made public, the stock-
holders of one of the largest of the country's banks, the National
City Bankk of New Yorlk, also chartered a subsidiary, kmown as the
National Gity Compeny, to carry on activities not possidle under the
charter of the bank. In the three weeks subsequent to its organization

on July 5, 1911, it had acquired among its various investments stock in

(1} 5. B Preston, "The Trend to Chain Banking,? ericen Bankers
Associntion Journal, April, 1928, pp. 761.762.
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16 banks and trust companies, 9 of which were national banksg. The

following table indicates the relative strengih of the company's

holdings in these national benks at that date,(l) although informa-

tion with respect to the trust companies was not published.

Table 5 - National City Company's Holdings of National Bank Stock in 1911

Total

nmmber of
[

Name and location of bank %%%aj?rg: sﬁg?:agf
stock of

back
Second National Bank of New York 10 16,000
Pletcher Americaon Netional Bank of Indianepolis 167 20,000

American National Bank of Iandianapolis e 250 -
Fourth Street National Bank of Philadelphia 500 30,000
Wational Shawmat Bank of Boston 1,000 35,000
Riggs Nationnl Bank of Washington 2,240 10,000
National Butchers and Drovers Bank of New York 2,000 3,000
Lincoln National Bank of New York L, z2h 10,000
Kational Bank of Commerece of Kew York g, 200 2hQ,000

{2) No such bank shown in the American Bank Reporter.

The degree of control over the banks that was represented

by these holdings was small in some of the cases, as the tabulation

shows, although in one it was couplete and in two others appreciable.

Shortly after the date to which thisg tabulaiion relates, the National

City Company is said to have divested itself of all its holdings of

bank stock.

The Morris Plan system of industrial banks, originated by Mr.

Morris, bears scme analogy to a group system.

was opened in Norfollk, Virginia, in

The first of ite banks

(1) United States Congress, 72nd, lst Session, Senate Document No. 92,

May 10, 1932, p. 14.
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1910, and later others were staried in differeni cities. As each bank was
organized, Mr. Morris took some stock, but in order to widen the scope of
his activities, he organized the Fidelity Corporation of America on July 15,
1912, designed to hold stock in the banks and 3o be active in orgenizing
them.(1> While the Morris Plan banks are not commercial banks, but so~called
tindustrial® or small loan institutions, the development was not unlike ifs
successors in the commercial group banking field.
In 1909 the commissioner of banking of Wisconsin found that group
banking was becoming an important factor in that region:(e)
YA new feature intanidng has manifested itself of late
which, if pemmitted to go on unhindered, will eventually result
in a monopoly control of the banking business. I refer to the
so—called holding companics which are increasing with alamming
rapidity in various parts of the country. One of these com-
panies with headgquarters in Minneapolis, Minnesota, own {sic.}
& controlling intercst in more thaa BO banks in Minnesoia, Iowa,
Misconsin and the Dalotas. In Wisconsin, eight or ten banks
arc now contraelled by this one company; two other companies have
recently been organized at Minneapolis, Mimnesota, for the pur-
pose of getting contrel of banks either by buying up a majority
interest in banks now in exisience or by organiziag new banks.?
In 1908 the National Monetary Commission deemed this banking move-
ment to have attained such proportions as to merit a query about it in a
circular letter which invited suggestions for changes in the national banls
ing laws. Out of &5 letters publisned over &0 per ceant, from all parts of

the country, contained opinions on this phase of banking, thus indicating

that it was not unknowa %o the authors of the letters.(3)

(1) 1ouis H. Robinson, "The Morris Plan, ' American Ecomomic Review, June,
1931, p. 222,

(2) Fifteonth Annual Report of the Comissioner of Banlking of Wisconsin,
1909, p. xi.

(3) Administrative Features of National Bemiing Laws and European Fiscal
and Pogtal Savings Systems, Hational iionetary Commission, Vol. 19,
pp. 5-180,
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In July, 1911, the Govermment became interested in the development
of the affiliation movement so far as national banks were concerned, and
made an investigation. It was found that about 300 national banks had at
that time formed affiliations with other banks.(1) Both the President of the
United States and the Secretary of the Treasury felt the movement to be of
such importance as to merit special legislation., In his anmual report for
1911,(2) Secretary McVeagh asked for legislation denying:

", . . with great precision to any bank included within its pro-
visions, whether naticnal or state, the right to own stock in
any other independeant banlk. . . There is nc immediate danger to
be apprehended from such holdings; but now is the time to pro-
tect for the future the independsnce and individuality of the
banks; and to forestall in their case the general tendency to
the formation of undue combinations and trusts. The prohibition

should be go explicit that its gpirit as well as its letter
could bve enforced. . "

In a special message to Jongress President Taft incorporated a
request for the assuring of "the individuality and the independence of each
bank, "3} The suggested legislation was never enacted and both group and
chain banking contimued %o grow. The so-called Money Trust Investigation
in 1913 found marked evidence of chain banlsing through interlocking directors.
The complexity end extent of the connections between the financial orgenizas
tions, especially in the large cities, of the country were hrought out by
witnesges. It appeared, for example, that the Guaranty Trust Company of

New York had 63 directors interlocking 19 other banls and trust coampanies

(1) J. Leurence Laughlin, Banking Reform, p. 205.

(2) Annuwal Report of the Secretary of the Treasury, 1911, pp. 3, 4

(3} "Special Message to the Senate and House on the Financial Condition of the
Treasury, Needed Bauking and Currency Refomm and Departmental Questions,
December 21, 1911," A Compilation of the liessages and Papers of the
Presidents, prepared under the direction of the Joint Cormittee on
Printing, of the House and Senate, Vol. X, p. 806Y4.
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with the trust company; the Bankers! Trust Company had 59 directors common
with 19 other banks and trust companiee; and the FHational City Bank had

32 directors in common with 16 banks end trust companies in Chicago, Pitts-
burgh, Washington, and New York.(1)

By 1916 it was claimed that Minnearolis alone was the headquarters
for chaing operating over 300 banks.(a) S8ix years later the Federal Reserve
Board spoke of the "considerable development" of groups and chains, the
largest of which included "some 175 small banks."(3)

Statigticg in 1925. - All these scattered instances serve to indi-

cate that group and chain banking appeared in all parts of the country at

least ag early as the beginning of the century, and became increasingly im-
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rortent subsequently. Unfortunately no statistics are availahle before 1925
showing the strength of the movement. In that year, some data were collected
under the supervision of H., Parker Willis in a Report of an Inguiry inte

Contemporary Bankine in the United Staites. These figures are admitted to

be probably an underestimate, but they glve soms idea of the scops of the
tendency at that time.(}) It is not clear whether a chain or group was
defined to consist of two or more bankg or some larger number. At any rate
as shown in Table 6, adapted from the teble in the report, more than 130

chaing and groups were accounted for with more than 900 banls.

(1) United States Gongress, 52nd, 2nd and 3rd Sessions, House Subcommittee

on Banking and Currency, Investication of Financial and Monetary Con-~
ditions in the United States under E. Res. 429 and 504, Exhibit 134-C,
pPps 5-7-

p. 147,
(3) Annusl Revort of the Federal Reserve Boewd, 1922, p. 6.

(1) Report of an Inguiry into Contemporary Bankine in the United States,
compiled under H. Parker Willis, Vol. VI, Ch. XIV, p. 9.
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Table 6 ~ Banking Chains and AfTiliations in the United
States During the Year 1925(1)

Number Number

State of chains of banks
Arkansas 2 2k
Arizona L 15
California 20 66

Colorado (2) (2)
Florida i A4
Georgia 2 163
Idaho 18 73
I1linois 3 18
Iowa’ 8 45

Massachusetts (3) (2)
Minnesota 5 103
Mississippi 2 17
Missouri 1 6

Montana (2) (2)
Nebraska 2 11
Nevada 1 9
New Jersey 8 26
New Mexico 2 g
Few York 10 35

North Dakota (2) (2)
Oklahoma 6 L5
Oregon 6 22
Pennsylvania 2 16
South Dakota 1 6
Texas 2 28
Utah 9 52
Washington 16 6&

Wigconsin 2 1

Fyoming 1 8
Total 134 933

(1) Report of an Inguiry into Contemvorary
Banking in the United Siates, compiled
under H, Parlker Willis, Vol. VI, Chap.
XIV, p. O.

(2} Exact mmber not reported.

(3) One reported for an earlier date.

The first tabulation which appreximated completeness was that of
the Federal Reserve Board for June 30, 1929, the result of which was given

in the first chapter with more details in the Appendix, Table V, and the
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Board has tabulated the situation at half yearly meriods subseguently as

shown in Table 7. It is true that the Board did some canvassing in 1922,

1926, and again in 1928.

to be complete encugh to warrant publication.

The results obtzined, however, were not believed

Table 7 - Number and Loans and Investments of Banks in Chains and Groups
June 30, 1929-December 31, 1931

Loans and
NPmber of Number of | investments
Date chain and barnl (milli
groun systems 8 pLoions
- of dollars)
June 30, 1929 321 1,921 $ 9,768
December 31, 1929 232 2,165 12,093
June 20, 1930 325 2,22 12,766
December 31, 1930 216 2,15 11,856
June 30, 1931 205 2,071 13,335
December 31, 1931 273 1,886 9,643

Appendix Tables VIII and IX show the numbers of groups and
chaing by geographic divisions and by States.

As the table indicates, a large part of the organization of groups

and chains wag over by the time the first record was made. The first record

gshowed 321 chains and groups with 1,921 banks. On

were reported as belonging to chains and groups.

e year later 2,229 banks

Since that date, the

mmbers of systems ind member banks included have been diminighing at

the same time that the mumber of all banks wag decreasing owing to fail-

ures ané consgcolidations.

Table & serves to show that most of the leading bark holding

companies were incorporsted at comperatively recent dates.

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



- 35 -

Table & — Chronology of the Apnearance of Some of Leading Names
in Bank Helding Company Field

Name

Date of
incorporation

Hame

Tate of
incornoration

Marine Bancorporation

Citizens and Southern
Holding Company

0ld Colony Trust Associates

United Siates National
Corporation

Shammmt Association

First Security Corporation
of Ogden

Pacific Bancorporation

Transamerica Corperation

Anglo National Corporation

Sept. 10, 1927

April 9, 1928
May 14, 1928

May 8, 1928
May 21, 1928

June 15, 1928
Jguly 7, 1928
Oct, 11, 1928
Dec. 4, 1928

Horthwest Bancorppration
First Bank Stock Lorporation
Guardian Detroit Union Group
Financial Jastitutiong, Inc.
BancChio Corpeoration
Marine Midland Corporation
Wisconsin Banlzghares Corpo-
ration
Detroit Bankers Company
Hamilton Hational Associntes
Scuthwest Bankshares Corpo-

ration

IFeb.

Jan. 24, 1929
April 1, 1929
May 9, 1929
1929
Sept. 1929
Sept. 23, 1929

Dec. 10, 1929
Jan. 8, 1930
Jan. 20, 1930

6, 1930
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GHAPTHR IIL

STATISTICAL ANALYSIS OF GHOUP AND CHEAIN BANKING
DICEMBER 31,.3931

Banks belonging to groups and chains are found in practically
every section of the country and among all sizes of banks. Only a few
States, located in the Bast, such as Virginia, Marylard, Delaware, New
Hampsiire, and Vermont, are without any group or chain banks. The great
majority of chain banks, however, are located in the agriculiural States
of the Middle West where branch banking is prohibited. Many of the banks
in groups are also located in the agricultural regions, but a large pro-
portion of them is found in and around the large cities, especially those
located in the Northeastern and North Central States. Charts 1 and 2,
outline mapg of the United States, show the location of bawrks in groups

and chains respectively,

Goggraphic Distribution

leading Groups. - Seven of the 34 leading groups have their

head offices in the North Central States, as indicated in Table 1, The
Pacific Coast States have b of the leading groups; New Englend, 5; and

the Southeastern States, 4. The liiddle Atlantic, Southern Mountain, and
Western Grain divisione each have 3; Southwesiern, 2; and Rocky Mountain,
1, However, from the point of view of the number of banks the Western
Grain States are the most important as they account for tie 2 groups which
have the greatest number of banks, the Northwest Bancorporation and the

First Bank Stock Corporation. MNoreover, as Table 9 shows, the mumber of

- 37 -
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CHART 1

BARKS IN GROUPS
DECEMBER 3, 1931

NUMBER OF BANKS -~~~ 978
Extos of Mtval, Sags.nd!

Where many banks in a large clty belong to groups, & con-

gregation of dots representing both downtown and suburban

banks appears on the map, &s for example in the Chicago
and Minneapolis areas,
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CHART 2

BANKS IN CHAINS
DECEMBER ¥, 1931

NUMBER £¥" BANKS - - -- 908

E3eSSE OF Malik, Svings, dnd
Brivate Banks

Where many banks 1n a large city belong to chains, a con-

gregation of dots representing both downtown and suburban

banks appears on the map, as for example in the Chicago
and Minneapolis aresas.
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banics belonging to leading groups is largest in those States. Of the 67k
banks belonglng to leading groups 195 are located there. The next largest
mimber, 132, appears in the North Central States, and the smallest number,
27, in the Southwestern States.

As Tgble 10 shoiwra, the amcunt of loans and investments controlled
by leading groups is largest in the North Central States, amounting to
$1,961,453,000. These States include the two Detroit organizations and the
Wisconsin Bankshares Corporation. Owing to the size of the Transamerica Cor-
poration, the Paciflc Coast Si¢ntes ranit second in terms of loans and invest-
ments. And even the Middle Atlantic States contributed more loansg and in-
vestments than the Westeran Grain States, whichae represented by the largest
number of banks,

Banks in Chainsg., -~ The Westorn Grain States have many banking
chains, Of the 908 banks belonging to chains, 408 are situated there, The
organized statistics as of December 31, 1931, account for 22 chains in the
United States which have & or more banlss, As Table 2 shows, B of those are
located In the Western Grain States on the basis of the location of their
head office, and most of their baiks are located in these States, The largest
chalin in the country both with respect to number of banks and total loans
and investments as of December 31, 1931, was that of Mr. Otto Bremer of St,
Paul, This chain comprised 51 banks with over $46,000,000 of loans and in-
vestments, From the point of view of number of banks, it is czxceeded in the
whole United States by only two groups, the Northwest Bancorporation and the
First Bank Stock Corporation,

The North Central and Ssuthwestern Stotes also account for a large

number of banks in chaln systems., On the other hand, there are practically

org/
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no banks belonging to chains reported ia the Southern Mountain and New Ingland
States and but few in the Pacific Coast States,

All Groups and Chains. - With respect to the 1,886 banis irn all
chains and groupe the Western Grain States also have the largest represcnta-
tion with 629, No other geographical division is a near competitor in this
respect, The large mumber in the Western Graln States rcfliccts largely the

existence of Y0 chain banlks,

Table 9 - Number of Group and Chain Banks by States ond by Geographic
DivisionsCompared with All Commercinl Banlksa, December 31, 1531

Nurnber of bonks Group ond
State by A1l Leading]Other Totol |[chaln banks
geograpaic cormercial| groupsligroups| Chainsigroups and| per 100
{ivision chains jactive banls
New England 625 B 17 b 5 12.0
Haine &l 12 3 - 15 18,5
Now Hampshire 66 - - - - -
Vernont 81 - - - - -
Massaciusetts ! 224 33 Y Y 1 17.9
Rhode Island i 25 - 3 - 3 12,0
Connocticut ! 13 q 7 - 16 11.2
Middle Atlantic 2,826 60 104 58 220 7.9
New Yorlk 834 34 g 23 95 114
New Jersey HE5 - g 21 70 15,4
Delavare 6 - - - - -
Pennsylvania 1,266 26 17 1h 57 4,5
Maryland 187 - - - - -
Dist. of Col. 38 - - - - -
North Central 4,175 132 13 | 107 2h2 6.0
Yichigan 589 40 - 55 95 16.1
Wisconsin 86 53 - 29 82 9.4
I1linois 1,29 28 P23 55 5
Indiana 651 - 9 - 9 l.g
Ohio 172 11 - - 11 1.4
Southern Mountain | 1,505 35 3 1 39 2.6
West Virginie 218 - - 1 1 0eB
Yirginia 392 - - - - -
Kentucky 497 6 - - 6 1,2
Tennesseea 358 29 3 - 32 .0
.org/
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Table 9 - Number of Group and Chain Banks by Statesand by Geographic Divisions
Compared with All Commercial Banks, December 31, 1931 (Continued)

State by Nu@h@&i&il&gg@ Total cszgipbgzis
gggg::a;-)hic All . Leading | Other Chains | groups and lper 10C
vision commercial | groups | grouss | chains active banis
Southeastern 1,389 35 36 62 133 9.5
North Carclina o8 - 1 - 1 0.4
South Carclina 11 2 y - 6 543
Georgia 321 18 - 6 2 7.5
Florida 187 9 21 25 55 2.4
Alebama 256 6 5 12 ol SR
Mississippi 228 - 5 18 2% 10.1
Southwestern 2,102 27 42 152 221 10.5
Louisiana 200 5 6 g 19 9.5
Texas 1,102 3 36 60 99 9.0
Arkansas ' 276 - - 9 E 3.3
Oklahoma 524 19 - 75 9 17.9
Western Grain 4,878 19 26 Log 629 12.9
Minnesota ggh 10 10 ib4e 256 28.9
North Dakota 2u6 38 5 Lo 83 33,7
South Dakota 263 3 - 19 53 20.2
Towa 935 5 6 Eg 61 6.2
Nebraska £33 7 - 3 8.
Missouri 992 6 5 16 27 2.7
Kansas 923 1 - 95 96 10.k
Rocky Mountain 792 bz 15 89 167 21.1
Montana 157 30 - 12 42 26.8
Ideho 122 22 15 g L5 36.9
Wyoming 78 2 - 14 16 20.5
Colorado 233 - - 16 16 6.9
New Mexico RO - - 5 5 10.0
Arizona 32 - - 6 6 14.8
Utah 88 9 - 12 : 21 2%.9
Nevada 32 - - 16 16 50.0
Pacific Coast 875 73 4g 27 148 16.9
Washington 286 76 23 gRl} 73 25.5
Oregon 199 14 12 - 25 13,1
Colifornia 290 23 13 13 g 2.6
UNITED STATES 19,167 674 304 908 1,886 9.8
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Althourh the Western Grain States show the largest number of chain
and group banks, both the Rocky Mountain and Facific Coast States surpess
them as to the proportion of active commeicial banke included in groups and
chaing. These two divisions have respectively 21.1 and 16.9 per cent of
their banks in groups and chaing against 12.9 per cent in the Western Grain
States. The Rocky Mountain area is, of course, a sparsely settled couniry
of few vanks and the Pacific Coast situation is heavily weighted by Celifornia,
where banks are fewer in mumber by reason of state-wide branch banking, privi-
leges, Only 2,6 per cent of all active commeircial banks are included in
groups and chains in the Southern Hountain States,

Table 10 - Losns and Investmentg of Group and Chain Banks Dy State
Compared with 411 Commercial Banks, Deceﬁber 31, 1931

Ipans and investments

State by All leading Other Cosin grc:is;:'land jrao?; :Ifd
geographic commercial groups groups p - [ &
division (000 (000 (000 (000 ¢ chains | chain to

1tt bt eq) |onitted) (000 all cowm-
cattted) oritted) | omitisd) omitted) | mercial

New Enzlend $ 2,058,5271$ €10,335|% 212,349|$ 8,229/$1,030,973| 33.7
Maine 284,510 79,871 10,258 - 90,129 31,7
¥ew Hampshire 96,665 - - - - -
Vermont 1&7,361 - - - - -
Massachsettis 1,548,682 692,177 7,456 %,009 707,862 h2.9
Rhode Islend 336,728 - 139,201 - 135,201 1.3
Connecticut 554,581 38,347 55,434 - 93,781 16.9

Middle Atlantic 17,367,662 1,121,461 1,388,636[ 263,592{ 2,773,689 16,0
New York 10,336,648 538,698| 928,635] 60,222} 1,527,615  14.8
New Jersey 1,784,027 - 219,901| 163,549 383,850 21.5
Delaware 134,032 - - - - .
Pennsylvenia L,317,614; 582,763 2uo,olo| 39,421} 862,224 20.0
Maryland 5U6, 254 - - - - -
Dist. of Col. 2L9,087 - - - - -

North Central 7,410,784 1,961,453 43,454 133,362 2,138,269| 28.9
Michigen 1,489,214 835,971 - 57,749  913,720;  61.3
Wisconsin 782,000 239,011 - 36,851 275,862 35.3
Illinois 2,712,350 805,165 b,324| 38,762 gug,251 31.3
Indiana 563, 8Ll - 39,130 - 39,130 6.9
Onio 1,862,666 61,306 - - 61,306 343
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Table 10 ~ Loans and Investments of Group and Chain Eanks by State
Compared with All Commercial Jants, December 31, 1931 (Qoatimued)

Toans and investments

State by A1l Leading Other _ Total [ZRatio of
geographic commercial| aroups groups Chaing | groups and,group at.;nd
division (000 (000 (000 Dmggggd) C?g;gs casin o
omitted) omitted) | omitted) omitted) | mercial
Southern Mountain $ 1,439,194/ 8 139,088|$ 12,263|$ 1,hch§ 152,845 10.6
West Virginia 25h,111 - - 1,454 1,494 .0
Virginia 45h,731 - - - - -
Kentucky 403,775 45,672 - - 45,672)  11.3
Tennessee 326,577 93,416 12,263 - 105,679 324
Soutneagtern 1,138,690 236,923 101,878| 60,355 399,156 35.3
North Carolina 240,429 - 2,908 - 2,908 1.2
South Carolina 112,854 5,416 30,339 - 35,755 31.7
Georgia 269,733 150,561 - s 157 154,318 572
Florida 179,602 30,838 62,595 34,986 128,419 71.5
Alsbama 207,177 50,108 3,112 4,209 57,429 27.7
lissigsippi 120,875 -~ 2,924 17,403 20,327 16.8
Southwestern 1,531,765 73,758 96,169 83,081 253,008 16,5
Louisiana 355,416 22,93 20,917| 30,361 74,2110 20.9
Texas 781,289 4,16 79,252 19,110 98,526 12.6
Arkansas 106,670 - - 11,120 11,120 10.4
Oklahoma 288,390 46,6061 - 22,490 69,151 2l,0
Festern Grain 2,970,045  £€15,794 bl 259 ¢ 2lo,u2l] 900,477  30.3
Minnesota 709,373]  Lo7,837 6,860! 81,501 496,198| €9.9
North Dakota 74,182 32,219 1,161 14,952 hg,317 65.1
South Dakota 88,210 32,985 - 7,217 4o,202| U45.6
Iowa 546, 62l 35,730 3,U581 28,171 67,359 12.3
Nebraska 245,493 3,807 - 20,060 BL,867 1 22.3
Missouri 396,103 71,594 32,7951 31,795 136,144} 13.7
Fansas 310,060 bae - 56,768 57,390 18.5
Rocky iountain 698,130 95,699 13,628 | 105,796 215,123 |  30.8
Montana 109,134 58,881 - 4,667 63,5u8 58 a2
Idaho 60,331 17,027 13,628 3,469 34,124 | 56.6
Wyoming L7,3205 1,678 - 11,964 13,6U2 28,8
Colorado 226,110 - - 2z, 56U 22,564 10,0
New Mexico 30,839 - - 1,240 1,240 k.0
Arizona 56,530 - - 14,145 1L, 145 25,0
Utah 133,936 18,113 = 26,479 B4,502 | 33.3
Nevada 33,885 - - 21,268 21,268 | 62,8
Pacific Coast 3,567,942 1,246,365 502,207 { 30,400{ 1,778,972 1 L9.9
Washington 331,050 137,880 29,000 | 15,282 132,762 5542
Qregon 211,137 107,853 14,767 - 122,620 581
California 3,025,755 | 1,000,632 UYsg,uho | 14,518 | 1,473,500 | k8.7
UNITED STATES |$39,174,699 1$6,300,936 2,6

2,01l , 843 F926,733 P9,6h2.512
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The preceding paragraphs have'brought out the areas in which group
and chain banking have seen their greatest development, The treatment in this
connection made use of the conventional geographic groupings of States. A
later section will group the States from the point of view of the provisions
of their statutes bearing upon the right of banks to operate branch ofilces.
That section will show that groups and chains have shown their greatest de-
velopment in those States where branches have been wholly prohibited or large-

ly restricted.

Number of Towns Served by Group and Lhain Systems

Three of the leading groups operate in one town only, as Table 11
ghows, Fourteen of them operate in fifteen or mor:s towns; one operates in
115 towns; and one, in 91.

Table 11 -~ Group and Chain Systems by the Number of Towns
in Which Their Banks Operate,(1l) December 31, 1931

Leading groups; Other groups Chains Total

Fumber of townsw.her [Fumber] Number | Number| Number | Number| Number | Number

in which banks of of of of of of of of
operate systems| banks | systems| banks | systems] banks |systemg benks
1 3 22 7 23 8 29 | 18 74

2 1 8 16 56 1l g? o8 10

3 2 16 15 56 33 166 70 238

- - 7 30 E 184 | &2 214

_g 2 18 5 26| 1 72 21 114

E R 2 w17 10 24 156

7 3| 1 7] 10 73] 15 123

8 2 19 5 43 6 33 13 11

9 1 3 28 5 D 9 &

10 - - i 10 2 23 3 33

11 - - 1 il - - 1 11

13 - - - - 1 13 1 13

1 2 3 - - - - 2 83

1 2 3 - - 1 17 3 0

17 2 38 - - 1 17 3 55

18 1 ?O - - 1 19 2 89

13 z L - - - . 2 1

23 1 27 - - - - 1 27

26 2 13 - - - 2 13

47 - - - 1 51l 1 h1

91 1 104 - - - - 1 104
115 T V-7 I S B I N B V-7
Total 34 67h | 63 304 | 176 908 | 273 | 1,886

(1) This represenis the number of towns in which there is located the head
office of a constituent bank of the group.
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There is tims a wider geographical dispersion among the leading sroups than
among the miscellaneocus ones and among chains. The number of towns served
by some of the leading groups through the instrument of the separate i.cor-
poration of banking offices is commensurate with some of the leading sfate-
wide branch banking systems in the branch banking States. Amgng miscellaneous
groups, 38 out of 63 operate in three towns or less, and among chains, 72 out
of 176 operate in three towns or less,

Table 12 - loans and Investments of Group and Chain Sygtems

by the Fumber of Towns in Which Thelr Banis Operate(l)
December 31, 1§31

Tumber of towns | Loans and investments in thoussnds of dollars
in wiaich banks Leading Qther

operate Zroups Zroups Chains Totel

1 $ 737,021 83,8341 & 6L,206 | § 885,1L2

2 25,273 516,582 85,291 627,146

ﬁ 233,710 | 1,536,337 | 192,143 | 1,962,190

- 53,161 214,159 297,320

5 72,026 L4 ,qho 70,921 187,887

& 394, Ul 27,688 83,899 506,087

7 1,067,779 9,325 59,398 | 1,136,502

8 BU5, 92l 6,997 26,955 639,876

9 61,306 28,811 24,331 11, 4hg

10 - 11,035 34,333 45,368

11 ~ 6,133 - 6,133

13 - - 4,250 4,250

15 159,747 - - 159,747

16 742,917, - 4,536 TH7,U453

17 82,958 - 3,4 86,367

18 4go, 43k - 12,496 492,930

19 470,800 - - 470,800

23 333,759 - - 333,769

26 26U, 4k6 - - 264 48

47 - - 6,316 L6,316

91 312,182 - - 312,182

115 316,213 - - 316,213

Total $6,300,936 | $2,414,843 | $926,733 | $9,6k2,HL2

(1) 7nis represents the number of towns in which [there 1s located
the head office of a constituent bank of the group.
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Most of the group banking corporations limit t
acquisitions to institutions within & single State or ev
Twenty-taree out of the thirty-four leading groups confi
to one State, as Table 13 shows.
cause of its national advertising, and because one unit

New York City bank, is the Marine Kidland Corporation.

- U7 -

Intragtate Group Banking

Poerhaps the best known

s
enAgmaller ar:

heir bank stc-.

o

ne their activities
of these, both be-

of the group is a

Table 13 ~ Group and Chain Systems by the Mumber of States
in Which Their Banks Operate, Decemrter 31, 1931
. . {Leading groups| Other groups Chains Total
;\?umb?nx: %bet:J;es Number | Nomber| Number | Namber | Nuzmber | Humber| Fumber | Number
tnowale ta S| of of of of of of of of
operaie systems! banks | systems| banks |systems] banke | systems; banks
1 23 303 53 2ho 137 eLe 213 1,187
2 7 Ee 3 50 32 160 L7 302
a 2 g 2 12 5 L6 9 106
- - - - 2 60 2 60
2 1 104 - - - - 1 104
2 - - - - - - - .
g 1 127 L - - - 1 127
Total 3y 67U 63 304 176 908 | 273 1,886

Table 14 ~ Loans and Investments of Group and Chain Sy
of States in Which Their Banks Operate, Deceumbe

Number of states]| Loans end investments in thousands of doliars
in which banks Leading Other _ "
operate ETOUPS groups Chains Total
1 $4,334,079 | $1,771,430 | $70L,793 | $6,810,302
2 1,257,384 606,657 97,901 1,961,942
E 81,078 36,756 71,227 189,061
. - 52,8112 521812
E 312,182 - - 312,182
7 - - - -
& 316,213 - = 316,213
Total $5,300,936 | $2,414,843 | $926,735 | $9,642,512

stems by the Number
r 31, 1931
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Some of the better known organizations, operating throughout an entire State
or a major portion of it, are the Wisconsin Banizshares Corporation of Mil-
waukee, the Guardian Detroit Union Group of Detroit, Financial Institutions,
Inc., of Augusta, Maine, BancOhio Corporation of Columbus, the First National
and National Shawmut both of Boston, and Detroit Bankers Company, Inc., of
Detroit. It should be stated that the last company named does not regerd
itself as engaged in group banking outside of Detroit, if at all. 1In its
anmial report to stockholders, dated Jaxuary 12, 1931, it states that "The
unlts of .the Detroit Bankers Company are all located within Metropolitan
Detroit." Interests nssociated with one of its principal Detroit banks, the
First National Bank, are minority stockholders in several up-state Michigen

banks.

Interstate or Regional Group Banking

The Northwest Bancorporation of Minneapolis covers the widest geo-
graphlcal area of any group bank organization of the mrnagement type. On
December 31, 1931, it had 127 individual backs in eight States stretching
from Wisconsin to Washington. Second with respect to aren covered 1s the
First Bank Stock Corporation, also of Minneapolis, which, on December 31,
1931, had 104 banks in five States. It should be remarked that this group
has no units in the State of Wisconsin, but does have in the northern penin-
sula of Michigan, where the Northwest Bancorporation is not represented.

While the other group banking orgenizatlons are more restricted geo-
graphically, o mumber of them have banks in more than one State. The First |
Security Corporation of Ogden, Utah, operates in the inter-mountain country,
having units in Utah, Idaho, and Wyoming. The Southwest Bankshares Cor-

poration of Tulsa, Oklehoma, dominated by the Exchange National Bank,
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operates banks in Oklahoma, Xansas, and Texas, A number of the Southern
banking groups cross State lines also. Only I of the 3” leading groups
operaote in more than 2 States, 7 operating in 2 States, This tabulation
also indicates that among the miscellancous groups and among chains the
erossing of State lines is less than among leading groups.

Nation-wide Group Bankinz, - Noue of the group banking organi-
zations which are in operation today can be said to be engaged in group
banking on & notion~wide scale. Onoe compoany, at least, had plans which
contemplated activity that extensive in its scope, The American Flnan-
cial Holding Corporation (the name of whichv?ag subsequently changed to
the American Financial Corporution of New York) was incorporated Jamuary

9, 1928, in Delaware., Poor'!g Bank, Government and Municipal Volume for

1931 indicates that the corporation was organized "4o investigate group
banldng and to establish a program for a group banking system through the
acquisition of securities of financial instituticns. The corporation,
through a management board, will extend its cooperation to each bank ac-
guired,"

The . American Financial Corporation of New York is referred to
as a "super-holding company" by Chorles B. Cheney in the Minneapolis
Journal for July 29, 1929. According to the plan as charted by this conm
cern in its prospectus, and described by Mr, Cheney, "six great regional
holding companies are to acquire control of banks, each in its ovn terri-
tory, and manage them, with the parent company over them all. One rezlonal

company is to cover New England, another New York, a third Pemnnsylvania, and

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



Digitized for FRASER

- 50 -

the others are to be southern, central, and western in scope." Apparently
the paper plans of this organization were never carrled out.

Perhaps the most widely advertised and best known of the com-
panies which hold stocks of bankts widely scattered is Transamerica Corpor-
ation. While it is true that this corporation owns stock in & number of
banks in New York, California, and Oregon, as well as in foreign countries,
its activities perhaps are more typically those of an investment trust,
rather then of a group banking ingtitution of the management type. The
corporaté holding company form of organization was utilized in the early

stages both in New York and irn California for the purpose of acquiring

banks which were later merged into some one of the prinecipal banks of the

system. In addition to the Transamerica Bank Holding Company, this or-
ganization included a mortgage holding company, an insurance holding com-
pany, a public utilities holding company, an investment securities company,
and a service company.

Details by specific groups and chains with respect to the number

of States and towns in which operating sppear in the appendix, Tables I-I%.

Group and Chain Systems Classified by Mumber of Banks
The largest of the group organlzations from the point of view of
the number of banks, the Northwest Bancorporation, included 127 banks as of
the end of 1931. The next largest, the First Benk Stock Corporation, had
104 banks. A third organization accounted for 46 banks, while thers were 5
others each with 21 to 30 banks. These & leading groups accounted for more

than $1,885,000,000 of loans and investments.
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Among the 63 miscellaneous groups, 49 had five banks or less,
which had $2,24%8,000,000 in loans and investments. It has been pointed
out earlier that many of the groups in this class center around very
large mebropolitan banks, and that it 1s the large holdings of loans
and investments by the latter that account for the larger part of the
loans and investments of the banks in these 63 miscellaneous groups.

Among the 176 chaing, 127 were composed of five banks or less.
One chain was reported of 51 banks, a larger mmber than that of any
leading group with the exception of the two mentioned in & preceding

_paragraph. These details are shown in Table 15.
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Table 15 - Group and Chain Systems by Kumber of Banks, December 31, 1931

Famber . Loans and investments

of Number of systems Mumber of banis in tnousands of dollars
banks \ . . ; .

in [eo8dlng OLeT |, o pope) | Leading Other 1o o)l notay| Lo24i8 | Oher & o ine | Total
system groups | groups EToups | groups Eroups Eroups
3 - 23 58 81 - 69 | 174§ 243 ~  1$1,096,343| $247,376($1,343,719
Yy - 1 53 67 - R6 212 268 - 922,333 240,917| 1,163,250
5 - 12 16 28 - 60 80 140 - 229,600 110,978 Ego b8
6 5 1 17 23 30 6 102 1381 $ 378,919 16,578] 65,768 1,265
7 L 3 10 17 28 21 70 119 247,539 37,013 71,854 356,406
g 1 3 g 12 g 2l 64 96 25,273 27,332 uk,762 97,367
° 3 3 6 12 a7 a7 Bl 108 h&2,757 51,559 25,592 659,908
10 3 3 1 7 70 30 10 70 212,24k 27,952| 14,454} 854,650
11-15 5 1 3 9 60 11 38 109| 1,187,883 6,133 38,275( 1,232,291
15-20 5 - 3 g 91 - 53 1 1,179,875 - 20,4l41} 1,200,116
21-30 5 ~ - 5 123 - - 123 1,026,857 -~ - 1,026,857
46 1 - - 1 46 - - hé 231,394 - - 36 , 394
51 - - 1 1 - - 51 51 - - 46,316
104 1 - - 1 104 - - 104 312,182 - - 312, 182
127, 1 - - 1 127 - - 12 316,213 - - 316,213
Total | 34 63 1 176 | 273! 674 304 | 908 | 1,886 $6,300,936]$2, 414,843 $926,733] $9,642,512
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Sige of Bonks in Groups and Chains

Cther studles of the Committee based on statistics of failures for
1921-1931 and statistics of earnings for 1926-1930 have brought out the fact
that benks of less than $500,000 of loans and investments have experlenced a
larger proportion of suspensions and less satisfactory eprnings thoan larger
banks. Leading groups have accumlated a small sumber of banks in this
class; only a little more than one~fourth of their banks are of this gize,
as shown in Table 16 and Chrrt 3. Among miscellaneous g.roups snd chains the
proportion is higher so that for the total chain and group movement nearly

half of the benks are in this class (Table 16 and Chart 4.

Table 16 - Number of Group and Chain Banks by Size of Loans and Investments
December 31, 1931

Leadi sl Other groups Chaing Total
Size group Bumber [Rer cent |[Number {Per cent |Mumber |Per cent Number [Per cent
loans and investments| of of of of of of of of
banks | total {banls | totel ibanks | total |benks total
Under $150,000 37 545 45 14.8 250 27.5 332 17.6
150,000 - 250,000 50 7.4 20 6.6 154 17.0 22 11.9
250,000 - 500,000 105 15.6 54 17.8 208 22.9 367 19.5
500,000 - 750,000 73 10.8 2 g.2 g1 8.9 17 9.5
750,000 - 1,000,000 62 9.2 2 7.9 4g Fe3 13 7.1
1,000,000 -~ 2,000,000( 113 15.8 45 15.1 64 7.0 223 11.8
2,000,000 - 5,000,000| 117 { 17.4 37 12.2 63 6.9 217 | 11.5
5,000,000 -10,000,000| Lé 6.8 2 7.6 27 3.0 96 E.l
10,000, 000-50,000,000| 47 7.0 2 7.9 12 1.3 g3 RN
50,000,000 and over | _2h 3.6 6 2.0 | _1 21 21 1.6
Totnl 674 |100.0 304 100.0 908 | 100.0 {1,885 | 100.0
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CHART 3
NUMBER OF BANKS IN 34 PRINCIPAL GROUP SYSTEMS
NUMBER BY SIZE OF BANK NUMBER
300 | 300
200 200

100 100
SIZE 0 ' L0
oo or 150 750 500 750 1000 2000”5000 10000 50000
OF DOLLARS 250 500 750 1000 2000 5000 10,000 50.000 (NER

Number of banks in 34 prinoipal group systems as of December
31, 1931, Banks classified acoording to slze of loans and
investments
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CHART & ,
NUMBER OF BANKS IN CHAIN AND GROUP SYSTEMS
NUMBER BY SIZE OF BANK | . NUMBER
400 | 1 400

300 | 300
200 200
100 100

S GROUPS yupen 150 250 500

150 T0 70 TO 1’9’.90 “ 5'%0 m’g,o AND
OF DOLLARS 250 500 750 1,

000 2000 5000 10000 50000 ONWER

Nunber of banks in chain and group systems as of December
31, 1931. Banka classified according to size of loane and
investments '
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The data appearing in Chart 5 and Table 18 show that from
£ to 9 out of every 100 banks in the country witk loans and investments
of less than $500,000 were embraced in the group and chain movement as
of June 30, 1930. On the other hand, YU out of every 100 active banks
with loans and investments of $50,000,000 and over were included in the
movement. Of the 31 banks of this size in all chains and grouns, 24
2elonged to leading groups;IG, te miscellaneous grouvs; and 1, to a chain.
June 30, 1930, is the luotest date for which all active bauks have been
distributed on & size bhasis. The relative position elghteen months later,
however, was in all probability little different.

Teble 18 - Mumber of Bonke in Chaln and Group Systems per 100
Active Banles, by Size of ILoans and Ianvestments, June 30, 1930

s . Humber of banks in

?ze grog;;m L chain and zroup systems

loans and investments per Imumdred nctive Denks
Under $150,000 6.3
150,000 -~ 250,000 8.3
250,000 - 50C,000 8.8
h0G,000 -~ 7%0,000 9.0
750,000 -~ 1,620,000 10.0
1,000,000 -~ 2,000,000 10.5
2,000,000 - 5,000,000 1&.2
5,000,000 -~ 10,000,000 14.8
16,000,000 - 50,000,000 27.8
50,000,000 and over 43.6
Total 9.7
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CHART 5

NUMBER OF BANKS IN CHAIN AND GROUP SYSTEMS
PER HUNDRED ACTIVE BANKS

20

t0

O I .
S ROV pep 150 250 500 750 14000 5000 10000 50,000
WOABS 150 250 500 750 1000 2000 5000 10000 50000 OVER

Rumber of danks in chain and group systems per hundred active
banks as of June 30, 1930, Banks classified according to
gize of loans and investments
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Sige of Towng iz Waich Group and Chain Barlts |Operate

Table 19 shows that the leading groupe have ﬁvoided the towns
with a mopulation of less than 5,000 to a greater exfient than miscel-
laneous groups and chains but indicates thc relativelly large extent to

which chain banking hes developed 1n small towns.

Table 19 ~ Number of Group and Chain Banks by Size of Town
December 31, 1931

Leading esroups] Other zroups Chains Total
Population Hamber |Per cent [Number |Per cent |Fumber !Pen cent |¥ammber |Per cent
of town of of of of of of of of
banics | ftotal banks | iotal | vanke ! toital  bapks | total
Under 500 al 4.6 37 12.2 236 25.0 204! 15.1
500 ~ 1,000 9 7.3 33 10.9 17H 19.2 256 13.6
1,000 - 2,500 113 16.8 41 1%.5 186 20.5 o) 18.0
2,500 = 5,000 79 11.7 28 9.2 86 9.5 1931 10.2
5,000 - 10,000 8l 12.5 27 8.9 60 5.6 171 9.1
10,000 ~ 25,000 10C ik,.2 %6 11.8 50 5¢5 186 3.9
25,000 -~ 50,000 34 5.0 22 7.2 30 3.3 86 .5
50,000 - 100,000 35 K2 12 Z.9 30 3.3 17 4,1
100,000 and over| 149 22.1 sg | 22,4 56 6.1 273] k.5
Total 67% 100.0 204 | 100.0 904 100.0 | 1,886] 100.0
|
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Table 20 - Loans and Investments of Group and Chein Banks by Size of Town

December 31, 1931

leading groups Other groups Chains Total
Population Ioans and | Per centy Loans and | Per cent; lLoans and ! Per cent|] ILoans and | Per cent
of towa investments of investments of investments of investmenis of
(000 omitted) total {(Q0C omitted)| total (000 omitted) total 1(000 omitted)| total
Under 500 3 5,380 A0 0$ 7,133 .a $ 43,093 4,61 $ 55,606 .6
500 - 1,000 20,349 3 9,516 . 42,277 4.6 72,1k2 .8 ,
1,000 - 2,500 61,232 1.0 22, h72 9 (2,531 7.8 156,635 1.6
2,500 - 5,000 72,943 1.2 17,777 N 65,886 7.1 156,606 1.6 &
5,000 - 10,000 123,325 1.9 31,335 1.3 66,596 7.2 221,266 2.3 (
10,000 - 25,000 268,628 4.6 109,057 4.5 114,952 12.4 512,637 5e3
25,000 - 50,000 115,675 2.3 102,767 4.3 99,838 10.8 348,280 3.6
50,000 - 100,000 35,708 5.5 78,670 23 109,070 11.8 530, Ll8 5.5
100,000 and over| 5,240,686 83.2 2,036,116 o3 312,090 33.7 7,588,892 i8.
Total $6,300,936 100.0 | $2,41L,8U3 100.0 $926,733% 100,0 | $9,6L2,512 100.0
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CLAPTER IV

HING 1927-1930

FACTORS ASSOCIATED WITd ThE GROUP DIVELOEWENT DU

It is desiravle to examine some of the fact
associated witn the extraprdinary ioruwation of STouPs

1olding company form, during the years 1527-1530. Re

ors that were directly

, Particularly in the

ference to Table B

will serve to recall the fact that wost of tae leading names in the group

field came into being in the years 1927, 1928, 1929,
Various reasons nave been assizied for tie
of group vank hwlding compenies. Underlying all of t

economic conditions. Specific causes waicn nave beern

and early 1930.

recent development

tem were cnanges in

advanced as operative

in individual instances are low earnings, failures, and difiiculties gen-

erally of the small country baniks, the development of

ness and indusiry generally, a development of regiona

larger units in busi-

l consciousness, desire

for personal importance or power, imitativeness, competitive self-defense,

attractiveness of bank stocks as invesgtmenta, the grov
and consclidations, promotional activity, and preparat
brancih bank legislation.

¢f all the factcors, nowever, tie trend toway

which has been checked in one direction by restrictio:

banking, seems to be tae mpst fundamental.

sources in otner great comnercial countries, pavticuls

the British Isles, was effected by fusion of separate

- B -

vth of bank mergers

.ion for permissive

ds concentration,

15 against bronca

Concentrafiion of banking re-

rly in Canada and

banking organizaticns
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undes one corporate chartar, Tiis is entirely posdible waere there is no
limitation on branca office activity. In tihe United States, however,

wiaere national and State banking laws re-uire in general tne separate in-

corperation of banking offices, the trerd towards concentration could not
be met directly. Taerefore, these indirect zethodJ have been resorted to.
In the cities it was possible to combine banzs tlrough the processes of
merger and conscolidation, to meot the need for Larger banking units de-
manded by larger industrial units., In the smaller pgenters tuis was more
difficult, and in toe country districts, especially waere branch'banking
was proaibited, it was impossible, The group method was the only way open
for tae development of large scale banking operations in tioe agrieultural
regions of the Middle iest and tue Southwest., Tue fatter part of tais
ciapter will show from the statistics that group bapking has had its great-
est development in those States where prohibitions oxn branch offices are

most rigid.

T.e trend towards concentration is not new, angd, toerefore, it
becoies necessary to look for some special caaracteristic of tae era 1927~
1930 which gave the holdin: company movemsnt inpetuT at that time, This
ciuaracteristic appears fo have been the proaotional|and speculative spirit

of that period.

Pronotional and Speculative Profits

It mist be recallied that during tne tine when the bank heolding
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companies were being launched there was much activity in|corporate promo-
tion generally which was clearly of a speculative sort. |It would hardly
have been natural for the element of speculation not to ¢reep into group organi-
zations. If the Lpbliputility and railroad flelds promotion of companies
to buy the stock of'operating units was common. Stock bought by the held-
ing companies rose continuously in the upsweep of the great bull market,
The rise of operating company stocks carried the holding)company stocks
with them, and doubtless at times it was the other way around., There was
always the swirling arcund of stpck from one buyer tc anpther, As soon
as a speculator turned over omne holding at a profit, he incurred & new com-
mitment, Until the final accounting there were profits tc be made on these
shifts,
It is clear enough that promoters who bought banks for cash in be-
half of a holding company looked forward to the possibility of seeing the
holding company stock rise in the curreat bull market with resultant profit
to them, Moreover, the owner of stock in an obscure bank that had no access
to the organized market, by trading his stock for shares! in a holding com-
pany, came intc possession of o security which could be gold in the organized
markets,
The years from 1926 through 1929, furthermore,|w ere charactorized
by high levels of corporate profits genorally, including| bank profits. The
shares of metropolitan baniss were bid up with the rest of the steck market
to exceptional levels, ewen taking into a ccount the high level of earnings,
Mergers and consclidations were the order of the day among banks os anong
other corporations. It was not uncommon to llear the statement that the
directors were led to sell a bank, tempted by the high valuation the market

was placing upon it.
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Not only was the movement related to these é.spects of segurity
speculation but doubtless to others. There was a wi@espread desire to
share in the profits of the business of security merchandising in its
various phases of origination, underwriting, wholesaling, and retall-
ing. Group organizers realized that, by bringing together the resources
characteristic of several of the groups, sufficient fliinancial strength
would be marshaled to make it feasible to enter tiis business. At the
game time the banks in a group afforded a final market in their port-
folles for some of the securities not retailed to other investors. The
miiber of leading group orgenizations which have indicated thelr activity
in the merchandising of securities will be brought out in subsequent para-
&ranhs,

Although the relation of the organization of groups to promo-
tional activities of the era of security speculation 'is unmistalable, the
testinmony of tlhie group managers minimizes it. One group, however, answer-
ing the Committeels questlonnaire acknowledged that téhere had been a pro-
motional element in its formation wiich it wos tryin;-ﬁ to live dowm, The
provailing practice when independent banksare brought into & group has
been for the holding corppany or othar controlling aggney to exchange ite
gtock for that of the newly acquired subsidiary. In [thrce cases out of
four some of the stock at least of the holding companies was issued for

cash,
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The najority of the groups made a rather detailed exariination
of the condition of banks before absorbin,: them, A4s aéresult of examin-
ation, a valuo was set upon the shares of a particular.bank, based upon
an appralsal of assets, and upon earnings, Frequently:allowances were
made for good-will, quallty of management, past growil, and future
prospectg. The value was somebimes determined with thc purpose of en~
abling the holding company to earn a definite rate, for example, 8 or
10 per cent,

Groups were asked to indicate tlie price paid per share for the
stocks of any of their baals that were purchased outright. and the book
value of the somoe shares at the time of purciaase and at the time when the
guestionnaire was answered., An analysis of replies inﬂicated that in
about half of the ingtances book value and sale price were close. In the
other half of the replies, however, the value fixed on the member bank
shares wag conelderably above book value,

The guestionnaire was answered before the trough of the depres-
sion was reached, and none of the groups reported a genheral shrinkage in
the value of their bank shares since their acquisitioni. In a few instances,
however, the book value of the shares of individual barks had undergone con-
siderable decline. 0On the other hand, the holdings in; a few of the groups
had appreciated to a conslderable extent at the time tbe questionnaire was
answered, |

Most groups have used more than one method of acquiring their sub-

sidiary banks, Various combinations of outright purchbse for cash, exchange

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



of stock, and organization of new institutions have been employed by most
of the organizations. However, five of them secured all affiliations by
exchanging their stock for that of independent banks, and five ctanrs were
formed entirely by purchase of the stock of the unit banks.

After the collapse of the security markets in the autumn of 1929,
thers has been little activity in organizing groups. It is unfortunate
that the historical statisticsg of the movement are so limited that they do
not trace completely conditions in the formative period. 3By the time the
first comprehensive figures were gathered as of June 30, 1929, a large
proportion of the promotional activity in group banking systems was at an
end. It has been showm that there were 321 chain and group systems with
1,921 banks at that time, Six menths later the mumber was 332 and since
that time it has dsclined, 273 Peing in exisience at the end of 193%1. The
maximm munber of banks associated with group and chain systems was recorded
as of June 30, 1930, at 2,229, which had been reduced to 1,886 by the end
of 1931. The temporary inclusion of the Chase Natioral Bank in the figures
as of June 30, 1931, for reasons explained earlier, caused the loans and
investments of the movement to reach $13,355,000,000 as of that date. Be-
cause of the elimination of this and other banks, and because of the heavy
liquidation of bank credit, loans and investments of group and chain banks
had declined to $9,643,000,000 as of December 31, 1931.

While the depression has checked the movement, there is no indica~
tien that the group and chain development will not be resumed with the
return of more normal conditiouns, unless the tendency towards concentration

ig given another directiom,
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Larger Business Units in Industry

The merger of many small independent business enterprises in
the smaller citles of the country inte national organizations, and the
consoquent centralization of their headquarters in the largest cities
have operated to make larger banking uwnits necessary to accommodate them,
It has worked also to the disadvantage of the smaller banks in the clties
which lost the headquarters of the enterprises merged. This factor is
given as an important element in the original decision to form the Marine
Midland Corporation of New York State, and iu its decieion to acquire a
bank in New York City, as a means of retaining tie accounts of some of the
firms wialch moved thelr headgquarters to that city.

The Cormittee included the following in its gquestionnaire direct-
ed to irportant groups: "Presumably many formerly independent enterprises
(stores, factories, etc,) operating in your region have been absorbed in
recent years by larger companles, wit. the result that the local banking
connections have been disturbed. If so, can you give a representative
list of such cases? Are your banks serlously affected by this toendency?it

About half of the replies to this question indicated that the

banks of the organizations concerned were either not affected at all, or
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at least not sericusly, by this tendency. On the other hand, about a
fifth admitted that it had influenced the formation of their groups,
or had affected the banks in their territory, in vorying degrecs. The
larger size and scope of the group organization have enabled it to
hondle transactions which would have been too large for any of the
nervers operating indepeadently. This has meant that some of the
groups have made it unnecegsary for growing concerns in their trade
areas to go tc the larger finencial centers for funds.

On the other hand, a large number of the answers denied ony
adversc eifect on local banks from the increage in the size of busi-
neas enterprise. A few replies even indicated that because the con~
solidated commercial and industrisl concerns were in o strengthened
position, their accounts trere worth more than those formerly kept by
the larger number of gmaller firms.

In reply to more general questions as to the couse of the
formation of groups, the answers represented that the group banking
developnent has grown in part out of a desire to affofd a type of
service not possible under the wnit system. Some stnted that the

organizations were formed in order to provide broader banking facilie-

ties on a more economical basis. About a fourth of the replies
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indicated that chonged economic conditions wore influential in the
fornmation of the group, vhile rbout o third declored that the de-
veloprent wes mairnly o natter of cheice with them. In a few ine
stances the constituent banks had already been loosely connected
by wvirtue of their stock being held by the same individuals, i.c.,
by a chaln set-up. These groups were organized nerely to consoli-
date control. Other considerationg mentloned in two or nore re-
plies were: lezgal restrictions on branch banking, the goneral
concentration trend in banitdng, sad the {threatened control of the

tanks in the arca by intercsts in the larger financial centers.

Coopetitive Self~cefense and Regional Independence

Many of thoe bankers in cormenting on the rmoverent have
stated that if they had not acted in their territory, someone else
would have done soe. Thus, Mr. Decker of the Northwest Bancorpora—
tion in his testimony before the House Gonmi‘htee,(l) suggested
that a nuiber of instances had come to his attention in the Northe
west of Fastern interests offering to purchase the stock of banks,.

He cited an a specific exarmle of this, a purchasse of stock of the

(1) big., p. 792.
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Pirst Wational Bank of St. Paul by Elair & Company. The Wisconsin
Bankshares Corporation was iafluenced by the invasion of Wisconsin
by one of the Minneapolis groups. The Detroit Bankers Company per-
haps felt that it had to follow the lead of the Guardian Detroit
Union Group.

This motive is associated with the mattser of regional inde~
pendence., Building up the banking businegs-~commercial, investment,
and trust--of a territory, and preventing the loss of business to other
centers and other regions, have undoubtedly been among the important
caugses for the formation of a number of the groups. The case of the
Northwezt N¥ntional Banik does not seem to have been an isolated one.
Many of the dominant banks of rezional groups feared that financiers
located in the large centers such as New York and Chicago were about
to obtain control of their country correspondents. That their forma-
tion of groups in self-defense has been generzlly successful in lkeep-
ing this control in the region in which they operate is indicated by
the replies to questions as to the distribution of the stock holdings
in the group. Most of the grovos indicated that upwards of 75 per
cent of the stock of the hwldirng corvoratiosn was held within the

State in which the head office iz located.
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The Position of the Smnll Country Banic

Those engaged in the operatior of group banking systems
frequently refer to changing economic conditions asg being funda-
mentally responsible for current evolutlion in banking., Generally
gpealdng, changing economic conditions are associated with the con-
centration of business in the larger centers of the country. It is
often stated that automobiles and good roads have rieduced the im-

portance of the smaller commnlties, made for larger business units,

and made existence difficult for the small-town bank.

Other sections of the Committee's report show that the
failure record of banks with limited rescurces in rurzl areas has
been high and that carnings of this class of banks |generally have
been unsatisfactory. As has been shown in Chapter III, however,
the banks which have becn combined in groups are not for the most
part the small-town country banks, but banks in county-seat towns

and larger cities,
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Preparation for Branch Banking |

A good many of the group bank systems

ve been organized

with the avowed purpose of converting into branch| systems when and

if possible. The Fletcher American Group in Indi

enapolis promptly

go converted when a chsnge in Indiana law early in 1931 made it pos-~

slble, Some of the sponsors of holding companies

groups would have been set up under the branch fo

declare that their

rm of organization,

if that had been possible, and that they will change as soon as per~

mitted. The part that laws limlting branch offic

es have played in

the organization of the holding companies may bhe judged by the re-

plies made to the following question in the Commi
"If the law permitted, would the management prefe
group into a branch banking system? If noit, woul
ganize branches in the smaller commmitiest!

Qut of 25 answers to this question only
in their preference for the group as against the 1
majority would adopt the branch bank crganization

another if the law permitted. Some systems would

ttee guestiomnaire:
r to organize this

3 your banks or-

4 were positive
b ranch system. A
in one degree or

convert z2ll beanks

to branches of the leading bank. Others would us

the group and branch systems.

several of the group bankers who were formerly doubtful have indicated

a desire to convert into branch systems.

Federal Reserve Bank of St. Louis

e o combination of

Since the questionnaires were returned,



Digitized for FRASER
http://fraser.stlouisfed.org/

...73..

A Substitute for Branch Bpnking

Some of the statistical facts, which suggest that the group
movement is a method of banking concentration used os a substitute
for branech banking systems, are brought out in Table 21, Of the 674
banlks belonging to the leading groups, 307 were in States prohibiting
the establishment of branches as of Deccmber 31, 1931, and 93 were in
States where administrative ruling did not allow new branches although
the gstatute wag silent on thae subject.- Moreover, of the hanks in lead-
ing groups, 249were located in States which allowed branch offices only
in limited areas adjacent to the head office. Because of such limita-
tion most of this group could not then be converted lato branches of
the dominant bank, A very small mumber, 25, of the banks in the lead-
ing groups were located in state~wide branch bvanking States, In gen~
eral these banks could not then be convertied inte branches of the
loading bank, when it, as a member of the Fpderal Reserve System,
could not further extent its branch activities outside of the head
office city undor existing law,

In the Sgates of Vermont, Maryland, Delakare, and Virginiall)
and the District of Columbia, all of which accorded thelr banks state-
wide branch privileges, nc banks belonging to groups or chains were
reported. North Carolina, also in this class of S%atas, had but one
group banl, In Arizona, Rhode Island, and South Cgrolina the repre-

gsentation in groups and chains was much less than in California,

1/ In Virginia banks moy establish branches in th%ir heome city or in
other cities of more than 50,000 inhwbiltants. They may also acquire
banks in the same or adjoining counties throush merger and connect them
into branches,
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Table 21 - Number of Banks in Group and Chain Systems, December 31, 1931

States classi- Humber of banks
fied according Leadings groups Qther groups Chains Total
toiigwb;-;glgd- Mation-{ State Non——-l Total Natimn~! State} Ron- Total Hation~-f State Non—_ Total Natin—-§ State| Non- Al
banlking al |jmember |member al |member imember al member |member al [member|member! banks
State—-wide
btranch bank-
ing permitted | 18 - 1 25 10 1 10 2l 9 - 10 19 37 1 27 65
Branches re—
stricted as
to location | 122 27 100 249 52 2k 64 140 70 11 130 211 | 2hy 62 294 600
f
Establishment -3_:__
of branches )
prohibited | 150 b {13 | 307 b3 9 8 | 138 | 201 8 | 321 530 | 394 31 | 550 975
No provision
in State law| 72 | = .2 | 9} _2 | = |_3 |_5; 8% | 4 j_8 || 130 | 4 |um2 |_24
Total 362 Ly 271 674 | 107 3l 163 304 | 336 23 549 g08 | 80k o8 983 11,886

Data by States appear in the Appendix, Tables X, XI, and X1l
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Table 22 -~ Loans and Investments of Banks in Group and Chain Systems, December 31, 1931

States classi- loans and investments in millions of dollars
fied according Leadingrgroups ! Other oups Chains Total
to law regard- waiion.| State | Won- Nation-| State| Won- lation-| Stat - i t Non~ 1
ing branch Nation~] State | Hon Pota] Nation State| Hon Potal ation-| State| Non Total Nation~ State| fNon Al
banking al {member {member, al |member|member al imemberjmember al [mermber|member] banks
State—~wide
branch bank-
ing permitied {$ 940 - $ 66 |$1,004 $u86 [$ 129| $ 16 1% 631 $ 16 - $ 13| ¢ 29)%1,ulels 129{$  951$1,566

Branches re— 1
gtricted as -
to location | 2,038/ $ 802| 378 3,218 221 § 1,101} 163 | 1,485 193 | $33 188 L1y 2,452 1,936 729 5,117‘f

Egtablishment
of branches
prohibited | 1,335 269! 360| 1,963 168 B4 76 298! 283 9 135 | hesf 1,785 3321 571 2,689

No provision

in State law 1024 - 11 114 1 - 1 L _36 21 171

Total  [$4,U416) $1,070! $215 ! 6,301 $875 [$1,285 $255 | $2,l15) 528 | $43 | $356 | $927| $5,818| $2,398] $1,L26) 99, 43

»
s
fa
;
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In mony of the States in which no new branches were per-
mitted, and where very few branches existed, an important proportion
of all banks was included in groups and chains. For example, in
Minnesota there were 886 active incorporated cormercial banks as of
December 31, 1931. One hundred and four of these belonged to lead-
ing groups and 256 in all belonged to groups and chains. Asg Table
23 shows, half of the banks in Nevada and o third of those in North
Dakota and Idaho belonged to group and choin systems.

In some of the States in which there were numerous branch
offices the proportion of individual banks numbered among groups
and chains was large. It is difficult in such ceoses, however, to
asgess accurately the meaning of this condition., The relative im-
portance of banking concentration tlirough groups and chalns is only
clearly isclated in States that require the separate incorporation
of banlcing offices. The proportion of the banking strength as
measurcd by loans and invesiments included in the group movement in
any particular State is alsc somewhat misleading, because under the
definition used nany great metropolitan banks are included in the
statistics. Such banks in meny instances represent concentration
not by reason of covering a vide geographical expanse through & rmal-
tiplicity of offices, either branch or separately incorporated, but
because they have on their books many cormercial banking accounts of

large size.
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Table 23 ~ Group and Chain Banks in States not Permitting New Branches
December 31, 1931

Yumber of banks Group end
A1l
In In (Group and| chain banks
State incorporated leading| other %:;i chain) | per hundred
cor;mercial groups (groups cnains total jactive bamks
anks
Alabama 256 6 5 13 2 9ol
Arkansag 276 - - g 9 3.3
Colorado 233 - - 16 16 6.9
Connecticut 143 9 7 - 16 11,2
Florida 187 9 21 25 35 29,4
Idaho 122 22 1& g 5 36.9
Illincis 1,294 28 23 55 Y,
Kansas 923 1 - a5 95 10,
Minnesota 886 104 10 1lp 256 2849
Missouri 992 6 5 1 27 2.7
Nebraske 633 7 - L5 53 D
Nevada 32 - - 16 16 50.0
New Mexico RO - - 5 5 10,0
Oregon 195 14 12 o 26 13.1
Texas 1,102 3 36 60 99 9.0
Uteh 88 9 - 12 21 23.9
Washinzton 286 36 23 14 73 2545
West Virginia 218 - - 1 1 .E
Wisconsin 869 53 - 29 g2 G
New Hempshire(l) 56 - - - - -
North D oga 1 246 38 5 40 83 33.7
Oklahoma'l Hol4 1 - 75 gl 17.9
South Dakotall) 263 3 - 19 53 2042
Wyoming(1) 78 2 - 1} 16 20.5
Total 9,866 400 1L3 678 1,221 12.3

(1) There is no specific legal prohibition in these Stptes, bdut becouse of
administrative rulings or other reasons, no branches of State banks are
in operation therein.

Branch Banking among Groups. — There is at present a not inconsid-

ereble amount of branch banking omong the leading groups. Table 2% shows
that within the 3L leading groups there were 898 branch offices as of Decem-
ber 31, 1931. With the 674 constituent banks this made a total of 1,572

banking offices, about half of the figure of 3,206 for|all chains and Zroups.

One member of the Transomerica group contributed 34 of the branch offices.
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Table 24 ~ Banking Offices in Group and Chain Systems
December 31, 1931

Number
Banks Branch Total
(head office)| offices | banking offices
34 leading groups 674 898 1,572
63 other groups 304 321 625
176 chains 908 101 1,009
Total 1,886 1,320 3,206

There are not many branches among the chain systems although some
of the miscellaneous groups which center around large metropolitan banks in
States where at least some branch banking is pexmitied have mmercus branches.
It is worthy of note that the banks belonging to the miscellaneoué groups and
chains:;;:;é;ﬂeda as is the case with leading groups, in States where limi-
tations on branch extension exist, as shown in Table 21.

Table 25 shows that a majority of the branches among leading groups
are in the head office city of the veepesetise domirentbank, Among miscel-

laneous groups two-thirds of the branch offices are in the head office city,

and among chains nearly three~quarters.

Table 25 - Branches in Group and Chain Systems, December 31, 1931

Jumber of branches
Outside head Tumber of
Inhead | office city |p. . I 0O
office city In own!In other operating
countylcounties branches
34 leading groups 491 ok 383 898 63
63 other groups 214 LH 63 321 33
176 chains 73 9 19 101 25
Total 778 77 L65 1,320 121
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A majority of the branches among all chains and groups ars in

States permitting limited branch banking, as Table 26 shows. Most of the

others are in those States allowing offices over the whole State. In such

States, large banks which cannot eostablish offices outside the State, may

spread their services outside it through the instrumentality of the group.

Table 26 ~ Banking Offices in Group and Chain Systems

December 31, 1931

States classified fomber
according to law Banks B-unch Total
regarding branch banking {head office) | otfices | bankdng offices
State—~wide branch banking
permitted 65 575 e40
Branches restricted as to
location 600 728 1,328
Establighment of branches
prohibited 975 17 992
Wo provision in State law 245 - 2u6
Total 1,886 1,320 3,206

Appendix Tables X, XI, and XII supply infomation under thess clagsi-

fications by States.
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CHAPTIR ¥

THE BANK HOLDING COMPANY: MAJOR SYSTEMS

The following peges will be devoied to important phases of the
organization, management, and policies of leading examples of bank hold-
ing companies. The cases will be grouped geographically for the sake of
convenience, but geographic divisions will not be taken up in their ordinary
sequence. Those which have scme of the more significant representations
will be discussed first. A'general analysis of the holding company will be

given in succeeding chapters.

Western Grain States

Northwest Bancorporation and First Bank Stock Corporation. - There

are no better examples of the modern group banking movement than the two
groups, the Northwest Bancorporation and the First Bank Stock Corporation,
both with head offices in Minneapolis, most of whose banks are loeated in
the Western Grain States. In organization and policy they are much alike
and are typleal of the dominant holding company-menagement type. Both cor-
poraticng were formed under Delaware law early in 1929. There is only ohne
class of stock in each corporation. In nearly all cases the stock of sub-
sidiary banks is fully contrclled and was acquired by exchanging for it stoeck
in the holding company.

¥o double 1iability provisions attach to the sheres of the holding
company, but the Northwest Boancorporation has stated that it follows the

policy of carrying other investments equal to 10 per cent of ite bank stock
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holdings. These additional assets are a partial assurance to Dank depositors
with respect to the holding company's making good on the double liabiliity of
stock owned by its. These corporations take the position that as a practical
matter greater protection is offered to the depositors and other creditors

of the banks owned by the corporations than is customerily true of those
owmed by natural persons.

The First Bank Stock Corporation started its operations with the
idea not of exchenging stock in the corporation for stock in the banks in-
chuded within the group, as was done by the Norihwest Bancorporation, but of
employing the method of direct purchase of barnk stocks. It wis soon found,?eﬁombulﬁo
they have explained, that banks in the territory did not wish to sell out,
but preferred the exchange of stock method of affiliation. Accordingly the
First Bank Stock Corporation shifted to that metiiod of procedure.

The organizers of these groups have stated that they were motivated
by the long period of banking distress infizzgfterritory which affected prin-
cipally farmers and business men in the small towns. Another consideration
which brought about the organizations was the activity of large Fastern finan-
cial groups in the territory, an outstanding instance of which was the pur-
chase by Blair & Company of New York of a large intereﬁt in the First Nation-
al Bank of St. Paul, It was desired by Twin City barkers to keep the terri-
tory more independent within itself, It was also believed that bringing the
banks together in what was regarded by some of its organizers as a sort of
a cooperative movement might add to the profits of the banks. One reason

for the bank failures in the district had been the inability of the small

banks to make money. It was thought, too, that a strong group organization
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could offer bettor and more varieties of service to the smaller commmnities
and country districts. Constant contact is maintained with the various units,
examinations are made, central rccords of loans and investments are maintained,
and frequent visits and conferences are a part of fthe group program. 4 central
auditing force is employed.

The First Bank Stock Corporation has the reputation locally of
exerciging a considerable degree of centralized control over its bhanks.
While loans are made loeally as heretofore, de=ily reports of loans made
and loans repaid esre required. Officers of the corporation consider all
new loans and criticize those of doubtful merit.

Detniled information from these two groups as to the size of banks
owned, size of towns in which their member banks are located, distribution
of stock holidings, policies, and cperations is contained in the question-
naires and tsbvlations in the aopendix. The location of bvanks in these
groupe is illustrated in Chart 6.

In addition to these twe outstanding groups the Western Grain
States have a few minor groups and a number of chains., The Commnerce Trust
Company of Kangas Clty and the lLafayette South Side Bark and Trust Company
of St. Louis each dominates a small group of banks in its respective city.
The Bank Shares Corporation of Minneapolis, incorporated in South Dekota,
operates 5 small banks in Minneapolls. Two other combinations, as much
chaing as groups, oppear on the group list. BSt. Olofs College nnd P. Q.

Holland of Northfield, Minnesota, are reported to control 8 small boanks,
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CHART &

BANKS iN THE NORTHWEST BANCORPORATION AND IN THE
FIRST BANK STOCK CORPORATION
DECEMBER 31, 1930
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and C. J. Weiser, Inc., Decorash, Iowa, controls & small banks. This or-
ganization ig merely the incorporation of a family interest and is not really

a group in the normal sease.

Pacific Coast Statesg

It is often stated that the present era of group banlkinz originated
on the Pacific {oast. The second chapter, however, which described early
examples of chailn and group banking, showed that a considerable number of
systems had oxisted for decades in many parts of the country. The State of
California with its permission to State banks to operate state-wide branch
beanking systems set a pace in multiple banking that may hove had an influence
in adjoining States where other meons were used to attain banking concentra-
tion. Undoubtedly the banking developments in the Western States were in—
fluenced by the active operations of the Bank of Italy and interests asso-
clated with that institution.

Transamerica Corporation. - Incorporated in 1GQW, the Bank of

Italy early became arn instrument for setting wp In California a state-wide
branch banking gystem. Because California law did not permit one bank to
purchase the stock of another bani, it became the practice of the principal
officers of the Bank of Italy to buy the stock of Independent unit banks,
consolidating the purchased institution with the Bank of Italy, and operating
it thereafter as a branch. As transactiong of this character increased in
mumber and in gizge, it seemed desirable to organize a corporation or holding
company to acquire and hold the stock of independent unit banks, pending

conversion of the ingtitutions into branches of the Bank of Italy.
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Accordingly, the Stockholdars Auxiliary Ooréoration was incorporated
under the laws of the State of California, June 20, 1917, and subseouent to
that date became the purchaser of the banks intended qo be convertel into the
Bank of Italy system. In 1919 the Bencitaly Corporation wog Tormed under
the laws of the State of New York to foster a branch banking system in New

York City., The activities of these two corporations, |and a score of other

interrelated and allied orgenizations, become nation-wide and even inter-
national in their scope.

In 1928 Transamerica Corporation was organiﬁed to take over the
various Bank of Italy interests, banking, utility, insurance, and otherwise,
It was much more than a group banking comcern. Indeed, in 1930 it was ro-
organizod along functional iines, and one of its affiliategg become Trang—
america Bonk Holding Company. 4s a matter of fact, Trpnsamerica Corporation
had becn more of an investment trust and {roding corporotion than a bank

management or operating company. While it held the stbck of banks in several

States and foreign countries, and negotiated for bank ptocks in other States
in the United States, it cannot be rogarded as the samb sort of institution

as the typically "group banking" corporations which developed olsewhere

simud tancously with it, This is particularly true sinpe its reorganization
in 1932, which will be referred to in the noxt chepter, The cerly opcrations
of Transomerica, on the cther hand, nointed the wey for a nmumber of holding
companies in the banking field not only in the West but throughout the country
gener2lly, somo of which, however, werc alwmost pursly promotional in char~

acter,
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Marine Bancornoraiion. - The date of incorporation of the ¥arine

Bancorporation of Seattle, Washington, September 10, 1927, may be teven as
the opening of the present group bank era, The officers of that institution
originated the term "bancorporation," and it is provably true that the later
development of group bLanking has been very much influenced by the Marine
Bancorporation,

What is now the Marine Bancorporation group tenking activity began
in 1924 when the Marine National Company, suvsidiary of the Marine Nafional
Bank,acquired the control of the King County State Bank, located in the
University district in Seattle., It was the operation of this bank in con-
Jjunction with the Marine Kational Bank which convinced the officials thet
economies could be effected, credits and investments botter suservised,
greater nublic confidence inspired, and profits increased with ne scriocus im-
pairment of local popularity or servics by the adoption of a group organiza-
tion,

Each of these affiliated institutions, the Marine Naticnal Company
and the King County State Bank, had some stockholders who were not stockholders
of the dominant bank, and the Marine Bancorporation was organizad in 1927
under the general corporation laws of the State of Washington to couasolidate
the interestis of these various groups of stockholders and "to provide &
corporate vehicle for the further expansion of the group banlking plan,!

The stocx was of two classes and the voting stock of no par valuve is in the
hands of a limited number of persons. PFifty per cent of it was owned by di-
rectors of the bancorporation, most of whom in turn are identified with the
National Bank of Commerce in Seattle, a consolidation of the Marine Na~

tional Banlk with the National City 3ank and the Hational Bank of Commerce,
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all of Seattle. Since it was realized that there would be no dounble lia-
bility attaching to the ghareholders of the holding company, the Bancorpora-
tion's giated policy is to maintain asgets, other than dbank stocks, in an
amount net less than the par value of bask stocks cwned.

Advantages of group barking as seen by the directors of this group
are: (a) improved credit standards and facilities for credit investigation:
(b) improved facilities and more advantageous handling of investment accounts;
(¢) ability to supplement local banking resources for the accommodation of
larger local borrowers; (d) improved opportunity for employment of surplus
funds originating with local banks; (e) reduction in some items of expensé;
ond (f) increasing the marketability of investments in local banks and re-
moving the uncertainties incident to nrobable change in management upon the
resignation or death of individual principals.

Andrew Price, President of Marine Bancorwporation, in an address
before the convention of the American Bankers Association in Sen Francisco,
California, in 1929, described group banking as Ya legal adaptation of, and
substitute for, branch banking." It provides, in his opinion, "the means
for an orderly transition from the present form of unit banking into a new
system which will be acceptable to the public, which will be better adapted
to the changed conditions of the times, and will cure the deficiencies so
well recognized to exist in our present system.®

Further deteils with resvect to this group are to be found in the
questionnaire and tabulations in the appendix. Ghart'? gshowg the location

of banks in the group.
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Anslo National Corporation. — The corporation was organized under
Delaware law, December Y4, 1928, All of the Class B voting stock is cwned by
the Consolidated Securities Company, the stock of which is held in trust for
the pro ratg beneficial interest of the stockholders o¢f the Anglo and London
Parig National Bank. The shareholders of this bank then, in addition fo
their individual holdings of stock in the Anglo National Corporation, have
the beneficial ownership of a corporation, Consolidated Securities Company,
which in turn owns all of the voting stock in the Anglo National Corpora-
tion, which in turn owns 30 per cent of the stock of the Anglo and London
Paris National Bark, and & controlling interest in 16 other banks, all of
which are in California with the excention of one in Longview, Washington.

The corporation does not tuy all of the stock of 2 local bank when
taking it over. The management avers that it does not take away the finan-
cial interest or administrative responsibilities and initiative of the local
management; its activities are wholly supplemental, giving to the banks the
experience and facilities which their limited size would otherwise make ime
possible. The development was partly to maintain a relative position of
prestige in a competitive growth of branch bank systems in the territory.

This group.could, through the conversion of the dominant national
bank to a State bank and the surrender of membership in the Federsl reserve
system, become n branch system rather than a group organization, It can be
readily understood, of course, that a benk which had been for years a member
of the national gystem, would prize that connection and the sdvantages of
memberghip in the réserve system and be unwilling to forego them for the
sake of any advantazes believed to inhere in branch banking as opposed to
group banking. The officers of this group, howevsr, have said that they
prefer group orgonization to branch organization, and have expressed the

opinion that they would not change the type of structure even if branch banlk-
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ing were permitted under the National Bank Aect, except %o have the units of
the group organize their own near-by branches.
Details with respect to this group appear in the gquestionnaire and
tabulations in the appendix.

Miscellanecus Groups. - Auother leading group on the Pacific Coast

operates out of Seattle and offers & number of contrasts to the Marine Bancor-
poration., This is the Pirst National Commeny of Seattle, the investment af-
filiate of the PFirst National Bank of Seattle, and owned by the stockholders
of that bank. It is thus not & management-service corporation desigmed for
that purpose alone but owns a majority control in several banks.

The 014 National Corporation, operating out of Spokane, & group bank
hﬁlding company on the order of the Marine Bgncorporation, acquired most of
its benks in the inter-mountain country. It has two classes of stock, one of
which is non-voting. Two groups of baaks operate out of Portland. The
Pacific Bancorporation, incorporated July 17, 1928&, is controlled through
stock ownership by the American National Corvoration. The Bancorporation
has two classes of stock, only one of which has voting rights. The United
States National Corporation is owmed by trustees for the benefit of the
shareholders of the United States Natlonal Bank of Portland. Mest of its
banks were acquired from the West Ooast Bancorporation, organized on May 8,
1928, by interests connected with the West Coast National Bank, which later
merged with the United States National Bank. There is cnly one class of
stock, all of which is owned by trustees for the benefit of the sharecholders

of the United States National Benlk.

New England Stotes

Some of the group organizations in New BEagland in general orgoniza-

tion are in contrast to the lepding groups of the Northwest and the Pacifie

fonst. Each of two of the largest banks in Boston has control of a smpll

group of banks operating in Boston and its vieinity.
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First ¥ational Bark of Boston. - 0ld Colony Trust Associates, a

Massachusetts trust, was organized by the (ld Coleony Trust Company. ob tae
present time tae trust division of the First Nutional Bank, in May, 1928,
The prospectus issued at the time and offering first series trust shares of
no par value, stated that the 0ld Colony Trust Associates had purchased a
substantial interest in 16 strategicolly located banks representing a con-
gsiderable portion of the invested funds of the t.ust,

The prospectus made the further siatuerent that: "The local at-
mosphere of each bank is continued and fostered by directorates and a staff
of officers composed of local men of ability wiio have intimate first-hand
knowledge of the problems peculiar to the section served by the bank waich
they manage. The greatest care has been taken to waintain the local identity
of each bank and augment the pleasant personal contacts of a helpful local
institution."

The Shawmut National Benk, - The Shammit Association, also a

voluntary truegt under the laws of Massachusetis, was organized May 21, 1928,
by Shawsmut National Bank of Bositon interests. Seventy-five per cent of
the shares were subscribed for by the stockholders of the Shawmat Bank,.

At the end of 1929, about 12 per cent of the investments of the association
were in the shares of affiliated banks, and roughly another 25 per cexnt in
other bank stocls, Locations of banks in the National Shawmat Bank group

and the First National Bank of Boston group are to be found in Chart £,
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CHART &

BANKS IN THE NATIONAL SHAWMUT BANK GROUP AND IN THE
FIRST NATIONAL BANK OF BOSTON GROUP

DECEMBER 31, 1931

MASSACHUSETTS

o NAT/ONAL SHAWMUT BANK GROUP
@ FIRST NATIONAL BANK oF BOSTON GROUP
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An agent of the Shawmut Association visits:the different bankg
regularly, making recomnendations; and there are &udﬁts by examiners of
the National Shawmut Banik. The local management is controlled in large
measure by one or more directors living in tae community who are officers
of the Shawmit Bank, .

Other Groupg. - Financial Institutions, Iné., of Portiland,
Maine, was incorporated in that State in 1923, Its 5y—1&ws prescribe
that not less than 80 per cent of its assets, sxclusive of casn on hand
and on deposit, shall at all times be invested in shares of national
banks or trust companiess, It has both common and préferred stoclk,

Another New England zroup is headsd by the Worcester Bank and
Trust Company of Worcester, Magsachusetts, When this bank in 1930 ac-
qalred over 99 per cent of the shares of tae ﬂbrcestér County Hationsl
Bank, it thereby acquired also control of five other_banks, waose stock
is held in trust for the pro rata benefit of Worcester County National
Bank sharenolders, of which the Worcester Bank and Tqust Company is, of

course, the principal one.

Middle Atlantic States

Morine Midland Coyporation. ~ The Marine kidland Corporation was

established as a Delaware corporation on September 23; 1929, by interests
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¢losely identified with the Marine Trust Company of Buffalo. Many of the
benks compriging this group had teen more or less affiliated for a wmumber of
years through comron stoclt ownership and close business relationships.

The absorption of local organizations by larger companies and the
growth of local enterprises into national enterprises were major inducements
in the organization of the grovp. Many of the business units in the size-
able cities of western and.northen1New York ware being absorbed by other
unites in the trend towards larger companies and in the general merger and
consolidation movement., It was felt that by combining into one organization
with a bank in Few York City, the banking business of these concerns could be
retained rather than lost to a New York bank not comnected with the zroup.

The corporation hag only one class of stock. Operating control of
each bank is exercised through its owm board of directors and officers with
the andvice from Marine Midland Group, Inc., & separate subsidiary service
corporation organized under the laws of the 8tate of New York, the stock of
which is owned by the trust companies and by various individuals representing
the State and national banks. The board of directors of Marine Midland Group,
Inc., consists of the presidents and certain other officers of the constituent
banks. Its capital is nominal, and its expenses are met by an assessment sach
quarter on the constituent banks. This arrangement is.carried cut under ser-
vice contracts entered into between Marine Midland Groﬁp, Inc., and each of
the barks., The holding company itself takes no part in the management of
the affiliated banks, leaving that entirely to the service corporation.

Additional information with respect to this group is to be found in
the questionnaire and tabulations in the appendix, Chart 9 gives the dis~

persion of its banks.
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Group Bankine in New York City. - While gfoup pankking orgaaniza-
tions were being formed in other parts of the country, the movemeni was
making very little headway among New York Cify banks, some of which openly
opposed it. & mumber of investmwent trusts, however, had acquired bank
stock holdings of considerasble size representing interest in banks the
country over.

Prominent among these were Goldman, Sachs Trading Corporation
with substantial holdings in the Mamufacturers Trust Company of Yew York,
the American Trust Company of San Francisco, Foreman-State National Bank
of Chicago, Pennsylvania Company for Insuriags of Lives and Granting An-
mities {a bank) of Pailadelphia, and other banks and financial institu-
tions on the Pacific Ceoast and elsewhere. Goldman, Sachs Trading Corpora-
tion, however, wag usually thought of as an investment $rust with bank
stock holdings as an investment, In recent months it is reported to have
largely divested itself of bank stock holdings, and was not included in
the group banking statistics as of Deceamber 31, 1931,

The Bank of Manhattan Trust Company has asspciated with it some
small banks in up-state New York, There have been rumors from time to time
of New York interests negotiating for the purchase of stock of country banks

ag promotional efforts with the idea of buildiung up group gystems waich

could then be turned over a%t & profit to some later comer in the field,
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Little is known with definiteness of these activitieé. The Bank of imerica
N. A, in New York City was largely owned by the Transamerica Corporation,
but was merged with the National City Bank of New York in the autumn of

ot/
1331, and as a result a block of National City Bank stock re—ewned by

Transamerica Corporation,.

In up-state New York interests associated with the First National
Bank and Trust Company of FElmira, the First Trust and Deposit Company of
Syracuse, the Northern New York Trust Company of Watertown, and the Ogéens-
burg Trust Company, are all engaged to some extent iﬁ group banking., In
northern New Jersey there are also several groups of a few banks eachn, In
Pennsylvania a commnity of interest exists in a number of banks in and
arcound Pittsburgh, centering in the Union Trust Company and the Melbank

Corporation,

Horth Central States

In this areas there are several lmportant groups of the holding
|

company-menagement type, the Detroit Bankers, Inc., GLardian Detroit Union
Group, the Wisconsin Bankshares Corporation, and the BancOhio Corporation,
QOther organizations center up in Cnicago around great;metropolitan banks—m
First National Bank and the Central Republic Bank andéTrust Company. Since
Illinois allows no brancnes, all banking offices in tLe metropolitan area
of Chicago must be independently chartered, but the g#eat downtown banks

nave spheres of influence in cutlying banks,
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Wiscongin Bankshares Corporation. - The Wisconsin Bankshares

Corporation unlike its Minneapolis neighbors did not take out a Delaware
charter; but incorporated under the laws of the State of Wisconsin on
December 10, 1929, with but one c¢class of sbock. The corporation has a
contingent liability under Wisconsin statutes for the double liability
assessment which may be made against shareholders of Wisconsin banis.
This contingent liability is anticipated by the maintenance of & re-
gerve in cash and securities, it is reported, equal to 70 per cent of the
full amount which could be assessed against it.(l) The policy 1Is to own
practically all of the stock of subsidiary banks. The corporation follows
much the same policies in connection with the direction and supervision of
local units, in the main, as have been deseribed under the discussions of
the two large Minneapolis groups.

Detail information with respect to the sroup will be found in
the questionnaire and tebulations in the appendix, end Chart 10 shows the

location of banks owaed by this corporation.

(1) At the time the aunswers to the questiomnaire were received.
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CHART 10

BANKS IN THE WISCONSIN BANKSHARES CORPORATION
DECEMBER 31, 1934
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Guardian Detroit Union Group, Inc. — The Guardian Detroit Group

was incorporated in May, 1929, under the laws of the State of Michigan.
During the period of its organization another company, the Union Commerce
Corporation, was being fonmed, within which vwere included a number of
banking institutions. In the latter part of 1929 ths Guardian Detroif
Group, Inc., acquired the stock of the Union Commerce Corporation through
exchange of shares and the title was changed to Guardian Detroit Union
Group, Inc. There is but one class of stock in the corporation. 3By the
provisions of one of the articles of asgsociation of the corporation, it
is provided that holderg of stock of the corporation shall be individunally
and severally liable for any statutory liability of the holding company
because of bank stock owned. Detailed information with respect to this
group appears in the questionnaire and tabulations in the appendix.

Qther Groups. - The Detroit Bankers Company.was incorporated

under Michigan laws on Jamary 8, 1930. Its stated purpose was "to provide
greater financial stability through common ownership, to extend the scope
of gervice rendered by its component units and te permit of a2 more economi-
cal operatvion,"

In its first annual report the company states that it was
necessary to incorporate a holding company to accomplisgh these purposes
and maintain the separate banking instifutions., "It is not," the report
reads, "an endorsement of group banking." There had existed between the

Detroit banks in Detroit proper and banks located in municipalities, in
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fact included within the metropolitan district, an interlocking of dirsctors
and officers, carrying with it all or a portion of the control of *be out~
lying banks,

The BancOhio Corporation was organized under the laws of Ohio in
September, 1929, The development grew, its organizers say, from social

and economic changes all leading to larger business units.

Southern Mountain and Southeastern States

Group activity in the Southern Mountain states is largely ac-
counted for by the Hamilion National Associates and the American Naticnal
group, Hamilton National Associates, Inc., organized Jamary 20, 1930,
under Tennessee laws, has an interest in seventeen banlks of which the
Hamilton National Bank of Chattanooga, Tennesgsgee, is the most important.
The Admerican National Bank in Nashville through its affiliate trust com-
panieg controls banks in the territory, the group totaling eighteen banks
in all.

The group headed by the Atlantic Hational Bank of Jacksonville
is illustrative of 2 number of gmall groups in Florida. The shareholders
of thig bank own ratably an affiliated holding compahy, the Atlantic Trust
Company, organized in 1908, under the laws of Florida. The operation of
the trust company is controlled by three trustees, th are active senior
officers of the Atlantic National Bank., The trust-co#pany owns the
affiliated banks all of which,with the exception of bne, were organized
by wversons controlling the Atlantic National Banlk, T?e development of

the group is said by its organizers to have been braught about by an
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economic need for banking facilities in the localities where banks have been
established, with due consideration to earning possibilities., The First
National Bank of Miami and the Barnett Nationel Bank of Jacksonvilie are

other national banks of Florida the controlling intgrests of which dominate

small groups.

The First National Bank of Atlanta also operates a group. Its
shareiiclders own all of the shares of the Trust Compeany of Georgia, which
in turn owns all of the shares of the First National|l Associates, which in
turn owns a controlling interest in four subsidiary banks.

A second group is controlled by the Citizems and Southern Holding
Company which was incorporated in Georgia, Aoril 9, 2928, under Georgia
law, thus antedating the Minneapolis groups. It was| orgenized by the Citi-
zens and Southern Hational Bank for "the purpose of ;urchasing the control
or in entirety stock in certain banks, and for organ?zing new banks from
time to time." It is the policy of the company to pﬁrchase at least 66 per
cent of the stock in its banks, which for the most part hag been done.

The South Carolina National Bank of Charleston also sponsors a
group banking organization, known as Socarnat Bank Corporation, incorporated
July 11, 1929, under the laws of Delawars,

In the case of the First National Barnk of Birmingham, each share
of stock in the bank carries with it ownership of oné share of stock in the
First National Company, a successor to Admerican-Traders Securities Corpora~
tion, incorporated July 9, 1927. In addition to perfoming the functions
of the bond dspartment of the First National Bank, the First National Com-

pany ownz 51 per cent or more of the stock in a group of suburban banks,
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Bxchangze National Banik of Tulsa. —~ The most important element in
the group and chain movement in the Southwestern States operates out of
Tulza, Oklahoms. The Soutuiwest Bank Shares Corporation was organized under
Delaware law, February 65, 1930, by interests conrnected with the Exchange
National Barnk of Tulsa. Control of banks was acquired by this corporation
by outright purchase for cash.

In explaining the origirn of the group, its sponsors have written:
"1t seemed to us the trend of the country was towards group banking and it
seemed desirable that at least a nucleus be formed around the Exchange Nam
tional so that its interests would be protected in any advaniages that might
arise out of this apparent economic change in banlking methods. It was
thought that the undertaking would be beneficial in stabilizing banking
conditions.”

The Republic National Company, owned by the sharcholders of the
Republic National Bank and Trust Comwany of Dallas, owng in turn a control-
ling interest in several Texas banks. Groups of 10 banks each center around
the Mercantile Trust Company of Dallas and J. M. Crews and Asscciates of
Childress.

First Security Corporation of Ozden, Utah. ~ The largest group

with headquerters in the Twelfth Federal Reserve District, measured by

mumber of separately incorporated banking units controlled, is headed by the
Pirst Security Corporation of Ogden, Utsh, organized under the laws of Dela-
ware. This corporation has two classes of stock, the voting stack being con-

trolled by a hendful of stockholders. Tha group includes banks in Utah,
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Idaho, and western Wyoming., Twenty-two of the banizs in this group have the
name "First Security Bamc.®

The Tirst Security Corporation was organized June 15, 1922, but
the original coanception dates back several years before that. The organizers
individually owned stock, either majority or minority interest, in a number
of banits in the inter-mountain country. It was found that increased atten-
tion had to be ziven the management and supervision of these various proverties
in order to protect the investment. It was also the conviction of the organw
izers that the territory in which they operated would never receive safe and
adequaete banking service mntil a groun organization was developed with suffi-
cient capacity to handie legitimeate regquirements found in many of the communi-
ties to be beyond the legnl lending limits of unit banks.

The corporation uses many of the methods of supervision and control
previously described with respect to some of the other leading sroups. It
has purchased several wazok and unprofitable banlts, and in one case reorganized
a bank which had suspended operations. The capital of these banks has been
rchabilitated by the elimination of dead assets. New management has been put
in or cld managemeat closely supervised.

Additional details with respect to this organization may be found
in the guestionnaire and tabulations in the appendix. Chart 11 shows the

location of barnks in this group.
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CHART 1§

BANKS IN THE FIRST SECURITY CORPORATION OF
OGDEN, UTAH
DECEMBER 31, 1951
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CHAPTER VI

THEE BANK EOLDING GOMPANY: ORGANIZATION AND MANAGEMENT

The bank holding company, as it has developed in the
United States during recent years, has been of varying types. A4
description of thece types is presented in this chapter, based
primarily on information furpished by a mumber of banking groups
in the replies mads by them during the latter part of 1930 and
the early pert of 1931 to a questiomnaire sent out by the Com-
mittee (see p., 15). Throughout the digest of these replies, an
attempt has been made to indicate by appropriate references and

citations the nature of the source material.

Types of Bank Eoldins Companies
The different methods of grouping banks through cor-
porate ownership of stock, as set forth in the replies to the

Committeets questionnaire, are exceedingly diverse. The various
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forms overlaep in such Fashion that it is difficult and, as a matter
of fact, imposgsible, to draw lines separating them into rigid clas-
gifications. Within limits, however, and with %he understanding
that the division is a very broad and general one, group banking
organizations may be classified as of three types: (1) the invest-
ment trust, with no management or direction of the member banks;
{2) the over-all holding company type, where the stock of 211 the
banks in the group is owned by the holding company; and (3) the sub-
sidiery holding company type, where o bank through a security af--
filinte or trust compnny affiliate, or holding company affiliate or
subsgidiary of other charncter, owns the stock of a group of banks.
Theoreticnlly at least, in any one of these types of orgonization
the ownership of stock may be complete (with the excestion of direc-
tors! qualifying shores), or it may be mojority ownership, or less
than majority.

Trongamerica Corporation, since it reorganization in 1932,
may be cited as illustrative of the first type of group bank organi-

zation. Prior to its recent reorganization, that company operated in
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a wider field than bank stocks, but mucn of its bank stock holdings
may be regarded more as group ownershii and less as group operation
of the banks whose stocks were held. With respect to some of its
leading interests this was not true, however. Iis domination of the
Bank of America in San Francisce and the Baak of America K. A. in
New York was effective. With the sale of the New York unit to the
Vgtional City Bank and the announcement that Transamericz would di-
vest itself of other majority holdings, 1t became, from the point
of view of bank stock holdings, an investor, at least for a time.
Subseguently o new manczement come into control and its policies
have not ms yet become clear.

The best examples in the group banking field belong to
the over-all holding company-managzement type, as Teble 27 brings
out. In each 5f these cases all, or practically all, of the

shares of each individumal bank in the group {agein with the ex~

ception of the directors! qualifying shares), are owned outright

by the baancorporation. One important distinection, however, should
be noted. While the Northwest Bancorporation, foi example, has bub
one class of stock, each share of which has equal:voting rights with
every other share, there are two classes of stock in the Marine

Bancorporation, a small amount of voting stock, ciosely held by
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persons intiwately identified wita the dominant bank of the group,

and & larcer issue of non-vobling stocl:, held more widely.

The subsidiary holding comsany tyoe is 4611 illustrated
by the First National Associates of Atlanta, Georgia. The Trust
Company of Georgia ig affiliated with the First N?tional Bank of
Atlanta, the stock of the former being held by trustees for the
pro rats benefit of the shareholders of the latter. The Trust Com-
vany of Georgia owns the entire capital stock of the Pirst National
Associctes, which in turn owne a controlling interest in six Georgila
banks and an investment company. Most grouns of this type are charac-

terized by a large amount of centralized management.

Another variation of this type is a2 group of banks owned
through the securities affiliate of the leading banks The orimary

The ownerghip of a majority of the stock in banks|eand the exercise

activity of the stock-owning company is that of dTaler ir securities.
of managerial supervision over backs are secondary activities. Some
of the Boston orgonizations, for example, are in this class,

The securities company is not the only company used in
this way in the banlking field. In certoin States|trust companies
may own corporate stocks with very little limitation. Thus, in ad-

dition to thelr main operating sctivity, o fiduciary business,

they may become holding companies for banks and exercise mansgement
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The case of the Atlantie

National Bank and the

good example of

Table 27 -~ Leading groups (as of December 31, 1931)

Classified by Type of Organization

Over-all holding company

Subsidiary aolding company

Investment trust
or indeterminate

Finaneial Institutions, Inc.

Marine Midland Group, Inc.

Detroit Banlkers, Inc.

fuardian Detroit Union Group

Wiscongin Ban-shares Corp.

"¥otional Republic Bancor-
poration

BancOhic Corp.

Hamilton National Asso-
cigtes, Inc.

First Bank Stocik Corp.

Northwest 3ancorporation

First Security Corp.

Marine Bancerporation

0ld Wational Corp.

Tirst Jat'l Blz., Bozton
Hational Shawmut Bank
Worcester Co. Bika & Tr. Co.
Firzt Tr. & Deposit Co.,
Syracuse
American Nntional Bank
First Wot') Brnk, Atlants
Citizens & Southern Fat'l Bk
Pirst Nat'l Bi., Bimiogham
Atlantic Natioral Bank
Bxchanze NWet!l Bk., Tulsa
Firast Nat'l Bl., Seattle
U.8. Nat'l Corp., Portland,
QOregon
Anglo National Corn.

Hartford Comnecticut Tr., Co.
Union Tr. & Melbank Corp.
Ceqtral Republic Bk. & Tr.
Co.

st Nat'l Bk., Chicago

gt Wat'!l Bk., Trustees,
Louisville

Commercial Nat'l, Shreveport
Commeree Tr. Co., Kansas City

Pir
Pin

|Pransemerica Corp.

Creanization of Holding Compsnies

Many of the holding companies were orgonized under a Delaware char-
r

ter, presumebly to toke adventage of the liberal corp

State.

ation laws of that

This was by no means always true, however, simce many of the incorpora-

tiona were effected under the laws of the State vhere|the most important banks

of the groups are located (see Table 28).

of incorporation of the holding company snumerated a

It was often the case that ariicles

1titude of powers.
|

Even though the new corporation had no intention of covering a wide field of

activities, it had seemed wise to look to any contingencies that might arise

in the future.
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It has been previously indicated that tﬂe scheme of organization
in many cases was to trade the holding company sqock for stock in the bank
being acqguired. In most cases the stock of the banks which were .aken over
by the holding companies had no ready market, so that a value for the stock
Reference was

was fizxed upon the basis «f the book value and earning power.

made in the previous chapter to the degree %o which stocks might have been

overvalued by this process,
In many cases, only one class of stock w%s issuved. In these in~
stances, stockliolders of individual banks whe wvr+ good traders were able Yo
obtain their pro rata representation and voice in‘the holding company. In
those cases where the local stockholders receivedﬁnon—voting stock, however,
the controel passed to a small coterie of men usua{ly surrounding the domi~

The following table includes some of the cases
|
|

nating banlz of the goup.

in vhich two classes of stoclk were issved.

Table 28 - Organization Details of Selected Hol&ing Companies(1)

1

. State of in- || Classes

Hame corporation i of stock
Marine Midland Corporation Delaware One
Guardian Detroit Unilon Group Michigan Ene
Wisconsin Bank Shares (Corp. Wisconsin ne
Pirst Bank Stock Corp. Delaware gne
Horthwest Bancorporation Delaware ne
First Security Corp. of Ogden Delaware wo

goting stock
closely held
Washington Ewo
oting stock
% closely held

Marine Bancerporation

Anglo Hational Corporation Delaware wo

(1) Tuose organizations which have given permission to print
answers to the questionnaire in full. ‘
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It will be recalled also that in the case of many holding cone
panies the policy has been to acquire a majority of the stock in all banks.
Qther cases are on record where the holding company acguires only :n amount
sufficient to insure contrel. In many instances this may be less than 50
per cent. It often happens that even within one group the degree of con~
trol varies from one bank to another,

The Shareholder and His Liability. -~ The sioclholder who exchanges

his stock in the local bank for stock in the holding corporation ordinarily
gets a more marketable security, according to statenents by group bankers.
Por the rost part, holding company shares are listed on some exchange, and
there is a more definite market for them than for the shares of many local
ingtitutiong. Whether or not the return to the shareholder is enhanced by
the transaction depends on whether the group organization has greater earning
pover than the original bank.

Under sorie of the set-ups, where the bulk of the shareg are non-—
votiig, the shareholder loses some of the ordinary rights and privileges of
stoclr ormership. He may obtain, however, a wider interest in banking affairs
and regional business than he feormerly had. 8Since in nost instances there
is 1o statutory double liability attaching to the ownership of holding come
pany shares, the stockholder in many cases escapes that obligation. The hold
ing commpany itself is, of course, responsible for doulle liability assess—
ments because of bank stock held by it. Such assessments are collectible in
general only to the extent that the holding company has valuable assets.

Four out of five groups, in answer to an inquiry, stated that
stoclholders in the holding company had no liebility beyond their actual in-
vestients., Double liability in the case of the real ovmers nay apply in a

few cases because the subsidiary banks are controlled through direct owmer-
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ship of stock by the dominant bhauks whose stockhwolders are subject to double
liability nrovisions. In such cases the stocltholders of the dominant bank
naturally have the seme liability as they had before the group was formed.
In two cases the articles of incorporatioa of a holding company, it is re-
ported, specifically provide for liabillity of shareholders over and above
their investment.

Several groups reported that the holding company under its articles
of incorporation must hold assetsg other than bank stock. The amount of these
other assets required by charter varies from case to cage. One charter re.-
gquires that such assets equal the amount of bank stock held, & provision
designed to insure that even if all member banks failed simultaneously, there
would be assets against which the double liability assessment would hold.

In answer to a question as to waether the yprotection offered bank
crediftors because of double 1lizgbility had been lessgened or not, only 1k
out of 30 groups ventured an opinion. None of these expressed the view that
this protection had been lessened, while two-thirds of them said that it
had heen bettered by the affiliation of the individual barnks with the group.
There is reason to believe that this view applied in marticular to the case
in which a single member of a group, or only a few of its less important
members, falleds This would invelve the holding company, owning the
shares and called upon to meet the double 1inbility, in obligations well
within the company's means. It doubtless reflects also common kmowledge
of the foct that for suspended unit banks the collsctions from acssessment
of stockholders under the double linbility clause have frequently fallen

far short of the par value of the stocik.
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Miscellaneous Ingtitutions Associafed with Groups

This report deals chiefly with those activities of bank holding
companiss that dring several commercial banks under unity of controi. All
of the statistical material prcesented in this study is concerned czclusively
with the relationships of three or more baanks engaged wholly or in part in
commercial banking.

The bank holding companics, however, have created a close commu-
nity of interest between commercial banks and corporations engaged in a
variety of enterprises, financial and otherwisa. In some cases, the style
of enterprise is one which it is quite possible to carry on under the char—
ters of some commercial banls, even national banks, On the other hand, some
of the enterprises are not within the scope of the charters under which most
commercial banks operatc.

One-fourth of the groups reporting on the matter had no non—-banlking
affiliates, and another fourth had but one affiliate each. The other groups
reported varying numbers of non-tanking affiliates, one having as many as
fourteen. Of approximately 50 affiliates which were listed by function,
about half were reported to be securities or investment companies; a quarter,
safe deposit companies; a fifth, realty and insurance companies. Three land
banks and two building end loan companies wore mentioned. And finally, there
was a variety of concerns which were represented only once on the list, among
which may be mentioned an employees! stock purchase company, a restaurant,
and a municipal heating plant.

0f non-banking affiliates nearly half were acquired through ex-
changs of stock; a gquarter, by the stock purchase méthod; S0me were organ—

ized as new concerns; and some were previously owned by banks which became
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members of the group. Stock ownership by the group in these non~banking
affiliates is generally reported as close to 100 per cent, Control of the
non-banking affiliates in half the cames is directly in the holding com-
pany. In the remaining cases trustee relationships exist, or subsidiary

banks exercise control.

Dealing in Securities, -~ Many commercial banks can deal in securi-

ties under their own charters. National banks may do so within limits pre-
scribed by law and regulation. The prevalence of securities affiiiates in
the holding company set-ups, as indicated ir the preceding paragraphs, is
due in part no doubt to a desire to carry security merchandising to. a point
beyond that possible under bank charters. Again, lending on real esgtate
morigage security is a type of investment banking. Most commercial banks
possess the power to make such loans to & limited extent. The prevalence
of various types of mortgage companies under the bank holding companies is
also an indication of & desire to go further into the field than bank char-~
ters permit,

More than & third of the groups stated that all the member banks
sell securities to the public, and no group indicated that it did nothing
in this line. Many of the answers did not directly indicate the relative
importance of securities busineas,but, on the vhole, group banking has appar-
ently extended this service guite generally, tut as yet it has not been
widely used by the public. Two out of every three groups originate issues
directly or through affiliates, but over half of these stated that the amount
of their originations had been small, Three stated that they did no origi~
nating. In & few cases issues originated by an affiliate are not sold

through the member banks.
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Trast Operatlions. — Operations of group banks in the trust field

have been confined for the mosi part to the larger ban%s., It is perhaps
natural that in connection with this function, group bank organizaiions
would tend towards centralizatlon of activity. Trust businegs hasg been
potentially available in the ocutlying cities and country districts, but it
hag been more or less neglected. It is argued that the trust departments
of the city banks can be made readily available fo the smaller institutions
through the group sect-up.

Several groups reported that trust business was being referred by
outlying banks to the dominant bank or other large banks in the system. The
most prevalent method of supervision of trust estates is through the sxami-
nations and audits conducted by the regular examining force or by special
trust experts. The irust department of the dominant bank, ftrust commitiees
of the holding company, or general trust officers are employed in several

Cased.

Extent of Holding Company Direction

The officers of the holding companies are in most cases officials
of the lsading bank and may receive additional compensation from the holding
company for supervising the activities of subsidiary banks. In some cases
there is a small staff which devotes its time exclusively to holding company
affairs. In several cases subsidiary banks are charged with periodical ser—
vice or management fees.

The extent to which group bank holding corporations engage in the

management of the banks whose stocks they own varies greatly. It ranges
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from the holding company on the oue hand which leaves the individual banks
almost entirely free to direct their affairs to the holding company at the
other extreme which practically operates the banks under its control. Some
of the group operators state that they exercise a high degree of intimate
control over the baniks in the group, in a few cases group operation being
scarcely distinguishable from bdranch banking. Others state that there is
little interference with local policies and practices, other than a broad
general attempt at insuring that good banking practices be followed.

The Committee's inguiry contained the following: "To what extent
does your holding company share in the management of bankst? Has it a staff
devoted to supervising them and coordinating their activitiesg?® O0f the
replies to thils question three~fifths said that the holding company shared
in the menagement of the member banls fo a considerable extent, while the
remainder stated that they 4id so only to a limited extent. In many cases
the head office theoretically acts in merely an advisory capacity, but no
doubt the local units accept the advice in most cases.

The form of the staff that devotes its time to supervising and
coordinating member bank activities varies considerably. In some cases
employees of the dominant bank devote considersble time to the affairs of
the other units. In others the only agency for the purpose consists of one
or more examiners who report the condition of the members %o the head office.
One group employs a supervisor but no complete staff. In another the staff

of the securities affiliafte of the dominant banlk acts in this capacity.
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St11l another has organized a separate management corporation, and the holding
company takes no part in the management. S8ome groups sttain uniformity of
volicy by means of interlocking directorates and officers. That is to say,
officers or directors of the dominant bank, or more froauently of the hold-
ing company, are either officers or directors of the local institutions.
Tuere are some coniradictions in the replies to the gquestionnaire
in the matter ol the degree of local autonomy allowed members of groupss
The amount of contrel from head office indicated in the preceding discussion
is not wholly consistent with allowing local directors & free hond in run-
ning a particular bank., The groups were practically unanimous, however,
in stating that local directors were frec to run their banks as they saw
fit, but in almost all of these cases the clause was inserted, "so long
as they conform to the stated group pelicies," or words to that effect.
Obviously the holding company, with its contrel of the stock of the mem~
ber banks, may remove a board of directors and substitute one which is
willing to follow the policies laid dewn by the head office. Furthermore,
the system of frequent and detailed reporits emrcloyed by mest of the groups
serves as a check upen the operations of each baniz, and in those systems which
have represontatives of the holding company or dominant bank upon the local
boards, this personal contact is able to forestell ony radieal departures
from the established regulations. It is clear that the degres of legal

ownership and control of the lending corporations over members of groups is
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sufficiently sreat to be effective, For example, a survey of 322 banks be-
longing to leading groups at the end of 1930 showed toat in the care of
nearly zalf of tiem more than 80 per cent of thelr stock was omned by the
leading corporation. In nine out of ten cascs the degree of control was up-
wards of B0 per cent. Neiftaer of the two large Minneapolis groups was in-
cluded in this analysis and in the case of each of these the proportion of
stock ownership in the 100 odd banks composing the group is high.

Group Auditing. - Most of the group bank holding companies maintain

certral suditirg activities. Tae auditing force is responsible, in most
cases, to arn officer or officers of the dominant bank or holding company.

In a few cases the responsibility was said to be directly to the board of
directors of the holding corporation, About half of the reports indicated
that tue oudits included loan investigatlons. I some cases a goparate
cradit department investizates loaus, and generally speaking, the controlling
agency of a group keeps a feirly defailed and accurate check on the pori-
folios of its subsidiary banizs,

Local Pergonnel., - The aunswers to the questionnaires indicated

taat local directors of barnks acquired by zroup orgenizations are for the
most part retained. In some instances, taey are reported to have taken a
new intereet in the affairs of the bank, It is true that they are elscted
by the corvoration wulech owms the stoelr of tlaeir banlk, but it has beor pointed
out that in order to retain the good-will of the community, therc must be no
clagh of iatercsi betwoeon the local directors and the group headquarters, Two
out of ithrec of the groups state that practically all the directors of eacaof

their sobsidiory bardks sye residents of the conmunity &iwhich the bank is lcated, Some
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of the groups place one or two representatives of the head office on each
local board, and appoint the remaining members from the local residents, who
are acguainted with the needs of the local communitiy and the character of

the bant's customers. 8o long as local directors are given some scope, local
sympathy appears to remain with the management.

The almost universal testimony of the group orzanization operaters
ig to the effect that wherever nossible tiiey retsin, in addition to local
directors, the other local personncl, officers, and clerks, which were opernt-
ing the local bonk at the time of its aecquisition.

The Holding Company
and the Correspondent Helatienship

With respect to the correspondent relationship, replies to the Com~
mitteels gquestionnaire indicate a tendency for the correspondent accounts of
large numbers of eountry banis collected into group organizations to be con-
solidated by the groups. Nore than a third of the groups reported little
or no change in correspondent relationships, but indicated that group members
are favored with business whenever vossible. few indicated a policy of
changing such relationshiips only where necessary to eliminate duplicate or
excessive balances. In a fow the members of groups have correspondent accounts
almost exclusively in the leading vaulks of the group. The outside accounts
of this bank then serve the other members of the grouv. In one case, all

correspondent accounts coutside the group have been closed.
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Nearly nalf of the groups reported that aggregate correspondent
balances are smaller than would have been the case with the mexbers operating
independently. This results in part from the lending of surplus furids among
members, as well as from increased investoents in readily marketable securi-
ties, in lieu of deposit in metropolitan centers, A few groups stated that
correspondent balances were larger for the group as a whole, because of the
improved cash position of the coastituent banks,

Anotiner phass of the correspondent problem is illustrated by an
experience of the Wisconsin Banksnares Corporation. Some independent unit
banks objected to the advertising policy of tnis organization on the ground
that it cast reflections on the comparative safety of unit banks, The pro-
tests carried with them threats of severing correspondent relationships with
the First Wisconsin Hational Banik, the leading unit of the Wisconsin Banie
snares Corporation. It is said this bank has, however, suffersd no loss

in its general correspondent business,

The Holding Cowpany
and the Federal Reseirve System

Cne of the questions which arises in connectlon with the develop-
mernt of group banking systems is whetner it will tend to increase or to dimin-
ish membership in the Federal reserva sysfoem. Another is the effect which it
may have on the use of Federal reserve facilities, §Still anotner is the
possibility of influence and control which the holding companies might exe
ercise over the regicnal reserve banks,

Some indicatior of the effect wilca group banking has had upon

membersiip in the system so far may be found in tho answers to & question
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asked br the Committee: "Fhen a member of the Federal Reserve System joins

your groun, are its relations with its Federal reserve bank modified in any.
way? What effect does membership in the group have unon borrowing or redis-
counting with the Pederal reserve bank?"

Eighteen of the twenty-four groups replying to this guestion main-
tained thais the relations of their baunks with the Federal reserve system
were not affected in any way because of their group affiliation. Ome group
reported that it was nationalizing all the State banks it controled. In omne,
banks gave up their memberships, except those which would probably make fre~
quent use of the facilities of the system. Some groups reported less fre-
quent use of the rediscount privilege. Some of the group bank organizations
have developed check clearing activities within their own group, but in general
members of groups make the game use of Federal reserve facilities as do inde-
pendent unit baniss.

As the method of electing directors of the Federal reservse banks
under the law gives each member baniz one vole, a group waich controls many
banks could dominate a Federal reserve bank. The Compiroller of the Currency
prepared a memorandum showing that the First Bank Stock Corporation and the
Horthwest Bancornoration could dominate the clection of some of the directors
of the Ninth Federal Reserve District. His statemernt in this connection ap-
pears in the appendix. This matter will be reiferred to in later wara-
grapns Cealing with some ol the vasolved robless of grous bankiang and

public regulation of banlk holding companies.
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Attitude of Group Management
Toward Supervisory Authorities

Although at present neither the National Bank Act nor the 3tate
banking laws generally provide that holding companies controlling banks
shall be under the supervision of the banking authorities, most of the groups
have consulted either the Comptroller of fthe Currency or their respective
State banking supervisors in regard to their activities. Two-thirds of the
groups indicated that they had cooperated in this manner, although a few of
these stated that their consultations had been with the State deparimenis
only. Omne group stated that both the Camptroller and the State supervisor
were in full accord with its operations. Another said that supervisory
officials had heen consulted on every move made Dy the organization. A third
reported that the State banking department had asked the group to allow cer~
tain banks to affiiiate with it in order fo strenglthen them.

Two—thirds of the groups expressod the conviction that bank holding
companies should be supervised by govermmental authorities, while o few
stated that they should not. Several of those in favor of supervision thought
that because of the possible widesprecad activities of groups, the Comptroller
alone should have this wower, and another said that all groups should be com-
posed of either all national or all State banks. Ome which was not in favor
of supervision could not seo héw it would be effcctive as long as groups wore
composed of both naticnal and State bankg. Some, while not enthusiamstically
in favor of supervision, stated that they would have no objection te it. The
quegtion was not important with respect to two of the angwering groups since

the stock of the subsidiary banks in these cases is held by trust companies,

vhich are alresady supervised by the State banking depariment.
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CHAPTER VII

THE BANK HOLDING COMPANY: OFERATING POLICIES

Public interest in banks and banking structures may be sald
to focus upon the matters of safety and service, The depositor wants
to feel secure with respect to his deposits and, at the ssme time, the
commni ty demands service from its banks. Too generbus service, how-
ever, may be inconsistent with safety, and it is a major problem of goed
bankding to combine safety with adequate service,

With respect to these matters, group banking must be tested
in comparison with wunit banking on ome hand and bronch banking on the
other. Because of the relative youth of the movement, statistical
measurements are largely lacking. Chapter VIII shows that during the
11 years ending with 1931 banks belonging to chains and groups had a
somewhat better record in respect to failure than banks in general.

The advantage, however, was not decisive.

Information relating to the operating policies of bank holding
companies has been assembled by the Committee from the replies made in
1930 and 1931 to its questionnaire already referred to {see page 15).

The information obtained from this source is digested in this chapter,

~ 124 -
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Lending Policieg

According to replies to the Commiftee's inguiry, the lending
policies and operations of the banks within a group are unified and coordi-
nated in wvarious weys. Nearly all of the groups require daily or weekly
reports from the individual banks. In some cases loans over and above a
certain minimum must be approved at the head office of the group. In others
a joint loan committee meets to consider credit comsitments. Officers in
some of the groups make periodic visits to the units to inspect amd super-
vige credit extensions. Almost unifoymly the holding companies maintain
central credit information files on prospective and active borrowers. In
some groups, this includes detailed information with respect to the types
of collateral, a classification of the purposes for which borrowings were
nmade, and much other pertinent informatien which is usually collected by
city banks with large and efficient credit depariments.

All but three groups reported some form of coordination of lending
policies, Meetings and conferences of loan officers of the member banks are
held by several groups, at which loan policies are formulated, while others
direct loan operations through personal reprssentatives of the head office.
One out of every four groups siated that there had bveen 1ittle or no change
in the lending policies of its members. A slightly larger proportion,
however, maintained that their portfolios now possess a higher degres of
liguidity and several that their policies were more conservative, than was
true of the banks as independent institutions., An intention to decreass
real estate loans was expressed in some cases. Installations of more sciene
tific credit systems, attempts $o secure greater diversity, and amual clean-

ups are policies emphasized by some managements.
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About a third of the groups reported that the ratio of lcans
and discounts to deposits had undergone little change, while about an
equal representation stated that such changes as had occurred were due
to economic conditions which have reduced the demand for loans, A few
stated, however, that loans had been purposcly reduced in the effort to
attaln liquidity, One reply made the point that the possibility of
shifting surplus deposits to members with heavy domands for loans had
altered the deposit ratio in several cases,

The banks in the groups have not set any minimum size for
loans they are willing to nake., Some of them try to avoid too many
small loans, and say this is the general practice of banks, owlng to
the high cost of making fhem. A minimum charge for small leans, running
from fifty cents to a dollar, 1s usual. One or itwo of the groups have a
munber of banks operating small loan departments. Morris Plan banks are
sonetimes assoclated with groups. On the other hand, one of the groups
relinguighed ownership of an industrial bank, in order to confine its

activities to commercial banking and fiduciary activities.

Rates Charsed on Loans

Answers $o the questicnnaire sent out by the Committee indi-
cate that group bank organizotion has had little effect on the rates
charged by the member banks to their customers for loans pade, The al-
mnost universal testimony is that rates have continued, as before, tec be
determined largely by local conditioms. Since the usual loaning rate
at country banks changes slowly, even variations in rmarket rates in the
noney centers have been little roflected in the banks outside of the

larger citles,
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Rates of interest charged by group banks do not vary in general
from those charged by independent banks in the same cormunity, according
to the group bankers! testinony, competition being the deternining factor
in fixing rates, One reply said: "It has been inpossible to nale any
changes by way of reduction of rates in many localities, for the reason
that they are also being served by independent banks whose income night
be seriously irpaired by such changes,! Another reply: "We have not
undertaken to attract business from our local competitors by cutting
rates in any case, btut have sought rather to fully cooperative with such
competitors, A mucber of such competitors have $told us that they feel
rmech more secure in this respect with our competition than they had
previously felt with the independent unit bonk competition,”

Pew of the groups operate upon a uniform rate basis, Rates are
determined by the same considerations as those in a loan nade by any
bank: locality, competition, gquality of the risk, charascter or type of
loan, and the value of the account of the borrower, "Naturally in the
larger corrmnities wheres there are choicer loans and money is more
plentiful, rates are lower on many classes of loans," one group replied,
fvhereas in the small outlying corrmnities with small lines of credit and
greater hazard, the rates are naturally more." Another replied: "Out-
lying banks by virtue of small loan accorrmodations have a higher average
yield than down-town banks,!

A few of the answers indicate that the tendency has been for a
lowering of rates to customers, particularly for better names, due to the
foct that as prime risks can ordinarily get better rates at city banks,

and since the group nember 1s supposed to have access to a city institution,
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these borrowers have demonded a lower rate., One group replied, for ine-
stance: "On the more favorable lines, our rates have in some cases been
reduced from what the independent bank had previously charged, as the in-
ability of the unit bank to meet rate competition and in some cases to
provide the size of lines required has been throwing this most desirable
business to the large centers.,’ Another replied: "As applied to larger
and better borrowers, we have found that the result has been to lower
their rates because these borrowers have felt that they were doing busi~
ness in effect with a city organization and have asked city rates, and
being entitled according to city standards to such rates, have been al-
lowed them, We believe this is a natural result of a group or branch
banlding operation which is helpful to a local situation rather than other-
wise,M

The following ig another ingquiry made by the Cormittees: UHave
thers been any changes in the credit policies of any of your banks since
they were acquired, with the result that certain types of borrowers find
it more difficult to get credit? If so, have you had an undue ancunt of
protest from thees quarters with perhaps some propagands againgt your
group systen?!

About half of the groups answered that they have become more
strict in their requirements regarding applications for loans, but that
no "legitimate" borrower 1s ever refused accormodation., Nearly half of
the answers gtated that there had been some criticisn or propagenda against
ther because of their loan restrictiona, but in no case was this opposition
reported 1o De of any considerable irportance, Nearly all of these that

have adopted more conservative policies have received some protests on this
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account. Where ill will has arisen from this source, it is etated, a com~
pensating growth in good=will has been experienced among customers who
have folt the group to be offering stronger and safer facilities, A4 cer-
tain smount of 11! will they attribute to the class of borrower who should
not be granted credit by any bank that has a proper sense of its responsi-
bility for the interest of its depositors and its community.

It is incorrect to comnsider the bank borrower as a separate
entity from the bank depositor, or even the bank stockholder, since in most
small comtry banks, at least, many of the customers of the bank are all
three at the same times In so far, however, as the borrowing function 1is
e different phase of bank relationship from bank depositing, it mey be
pertinent to consider the effect of the new type of bank organization upon
the person who borrows from a group unit, as exhibited in the replies made
by leading benking groups to the Committeels questionnaire, apart from the
effect of the samo dewolopment upon possibly the same person as a depositor,

Abgentes Credit E cisionss = It is often alleged that the group
organization like a branch orgemization tends towards credit decisiocns at
head office, and that the local borrower is not given the same sympathetic
and neighborly consideration that he gets from the purely local banker, who
is familiar with his peculiar nceds and credit stending. The credit risk,
which is acceptable from the customary standpoint of neighborhood banking,
may not be acceptable under the methods of credit extension in use at the
city bank which heada the group,

To combat this allegation, several of the groups insist that
credit decisions are made locally to the same degree that they were before
the group was formeds It is to be noted, however, that it is Aifficult to
reconcile this with claims of these groups to increased efficiency and

higher standards of memagement.
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Group operators do not concede that local borrowers necessarily

get less consideration when the credit decisions are made at group hecd~
quarters, but reply that if such is the case, it is probably because many
of the local borrowers should not have had accommodation, and that it is
only inferior bank management which has enabled them %o get it. Indeed,
an occasional independent banker will testify that the existence of the

group as a competitor has made it possible for him to deny credit applica~

tiong which he would otherwise have felt it necessary to grant, while feeling
them unjustified. Some of the independent bankers in the areas where group
banking has had its greatest development agree that banking standards have
been raised as a result of the group development, and that less poor credit
is being extended., The credit decision is an extremely difficult one to
make, and it ie still an open question in the minds of many whether the
liberality of the old style banker may not be better than the coldly
anelytical methods of the new school.

With respect to this matter, as in cther phases of group bank-
ing, short experience and an unusual eras are handicaps in making proper
estimatos. Under some conditions it might be possible to compare the rela-
tive merits of group banking and independent unit donking by a siatistical
analysig of the amounts loaned and the number of borrowers accommodated by

a bank before and after joining a group. The last few years have been of
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guch a character, however, as to make such a comparison unfailr and lacking
in significance, Credit has been granted with caution in recent months, by
banks of all descriptions.

Larger Lending Capacity. — One of the advantages claimed for the
group benk set-up from the standpoint of the bank borrower is that it en-—
ables larger loans to be made to single customers whose credit needs are
of a size that exceeds the legal limlts of many of the smaller bankse
Through the affiliation of meny banks, 1t is argued, large lines may be
carried within the group organization. This is regarded by some as of even
grecater advantage to the local bank or to the dominant bank of the group
than to the borrower, although it is recognized as being of some advantage
to the latter as well, The statement is also made by some proponents of
the traditional bemking system that corregpondent danking accomplishes the
same result with respect to large lines ags group banking.

According to the testimony of four~fifths of the groups a demand.
for loans beyond the resources of the local bank is often met by other mem-~
ber banks, while soveral stated that such a situation had not yet arisen in
their group, Within the groups, situations of the sort are handled in &
variety of ways. Local applications may be sent up to the dominant bank
for consideration there, or pgper already acquired may be g0ld to it or
other institutions within the group, usually without recourse,

Uniformity in Investments. - Spesking generally, the investment

function of the banks 1s more centralized under the group bank-holding cor-
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pany than the lending function. This is, of courss, also characteristic of
the great branch systems of Canada and England. In some of the groups the
holding corporation, or the dominant banlz, does all of the buying for the
group; in others, purchases are made by the unit banks from a list of
approved securities furnished by the head office. A central file of invest-
ments held by the various members of the group is frequently maintained,

and sometimes analyses of the investment position of individual banks are
made.,

About a third of the groups reported that the controlling agency
acted merely in an advisory capacity as to the purchase of security invest-
ments. One in four indicated that a unifoxrm policy of supervision over the
bond accounts of member banks existed., In a few organizations practically
all investments are purchased by the head office, and thence distributed
to the subsidisry banks. In these cases, it may be assumed that the autenomy
of the member banks in regard to invesiment policy has praciically disape

peared.

Profits and Costs

In any process of concentration in business enterprise, such as
the bank holding company movement, it is generally assured that managers
see in the amalgemated concern the possibility of increasing the rate of
profit on invested capital. It is generally asgumed that profit motives
have boen of first importance in the growth of the concentrated branch bank
ing system of England. Better profits may come about through increasing
gross refurns or by cuiting down the costs of handling a unit of business.
The group banking movement is so young and the poriod since its inception

has been so abnormal that any attempt to measure statistically its accam-
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plishments in icproving profits would be futile,

@ross Incone. — Thérc are nevertileless some observations which
con be made with respect to profit possibilities. The rato of return on
invested capital of the membors of a group would be lmproved if the vol-
une of business could be increased without increasing copital., There core
doubtless conditions under villch this may be done wlth safety and conserva-
tism, but the ratio of capital to deposits can not be lowered indefinitely
without lessening safety. he minirmr 1imit varies from locality to local-
ity and from bank to bank and pany of the banks in the groups have alrendy
touched this limit, It is not 1lilely that group managers cxpect to improve
thelr avorage gross return on loans, sinec they are subjeet to local cone-
potition, In faet, if a group brings more coaservative bonk managemont to
an individual vank, the higher grado portfolio might actually result in a
lower rate of gross roturan per $100 of loans and investnents,

Perhops, the best possibility of increansing gross incone as a
result of zroup managencent rests in the nmatter of niscellaneous activities,
in the fields of fiduciary business and of merchondising securities and in
rliscellancous other undertakings, The extent to vhich leading gzrouss have
becomo interested in these ficlds was bought out in 2 previous chapter,

In the matter of reducing banking costs or expenses, o group
nanagenent niight be expected to achleve results at some points, With re-
gpect to interest on deposite local competition would probably be con-
trolling, but handling the same business in a nouber bank at o lower poy-
roll cost is a poesibility. So also anonz niscellaneous c¢xpenses, includ-
ing office supplies, and advertising, group managoment makes claims of cut-

ting dowvm costs,
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Two~thirds of the groups indicated that weak banks were taken over
which became profit mekers under their management. Various reasons for be-
ing able to turn umprofitable institutions into profitable ones were given.
It was stated that sound banking principles were substituted by the group
menagement for the inefficiemnt practices formerly employed. In & number
of cases announcement of the fact that the group had assumed control restored
public confidence to ingtitutions which had been losing deposits. Most of
the zroups stated that they have not established new banks, as distinguished
from teking over existing banks, where unit banks can not profitably operate,
while three maintained they had.

In some isolated cngos, with the hope that future developments will
enable o favorable retuirn to be secured, banks are beilng operated vhich are
returning very low dividends to the group or just breakdng evens One group
reported that the cost of acquiring the weaker banks had been so low that
they were able to make money with them whereas their former owners, with a
relatively larger investment, could not. In the case of two groups, un-
profitable banks which had been acquired were said to be glving promise of
becoming profitsble,

Losses on Logns and Investments. - At the time when this survey
wag concluded, in the early months of 1931, the leading groups were still
too young to have acquired much actual experience s&s groups with respect to
losses on loans and Investments. Interpretation of the experience racord,
furthermore, was complicated in some cascs by the nature of relations bo-
tween banks and affiliatess In these circumstances, groups replying to the
Committee's gquestionnaire stressed the general principle that diversificag~
tion of assets has an important beaoring on the loss record of banks. The
unit bank operating in a small town usually employs a large part of its
funds in that locality. If the industry upon which the cormunity is mainly

dependent suffers from unfavorable conditions, the bank is often faced with
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gubstantial losses, A group, since it opcrates institutions in varlous com-
minities, usually achieves as a whole more diversification than any one of
its member banks, If one community in which the group operates is adversely
affected by local economic conditions, thc others may be'prosperous, and the
losses in some places may be offset against earnings in others,

It is stated that the individual member bank of a group has not been
able to increase diversification to theo same extent, as it is under pressure
to use 2 large part of its funds locally., Aboub half of the groups indicated
that their member banks had not secured any greaster diversification then it
is possible for independent unit banks to achieve, The remainder, however,
stated that their members had achieved somewhat better diversification, In
some cases this has been accomplished by making loans to customers of other
members of the group, or to the other member banks directly.

In line with mininizing losses, practically all of the groups have
undertalken some methed of handling the slow and doubtiful assets held by banlks
when they becare members of the group., Upwards of a third of the groups re-
ported that the head office carefully watches over such assets and makes sug-
gestions to the banks owning then as to how they ray be most readily and ef-
ficiently liquidated. Several groups stated that all such assets were liqui-
dated by the former stockholders of the individmal banks, and in two others
reserves were set up at the time of acquisition which were sufficient to ab-
sorb any loss that might be incurred from this source,

In anotker group the doubtful aossets were not used in calcu~

lating the price at which the subsidiary banks were purchased, Other
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metnods employed in individual cases were the purchase of doubiful assets
by the holding company itself, and the organization of a separate coumpany
to work out the doubtful paper. One group stated that it was not bothered
by this problem for it purchased only "clean banks." §till another frankly
admits that ii{ has never found a satisfactory method of handling slow and
doubtful agsets.

Interest on Depogitg. - Interest paid to the depositor is one
of the major costs of doing a banking business in this country, It would
appear tiat barks belonging to groups generally pay about the same rate
of interest as other banks., Answers to questions indicate that the mwember
of a group must be guided by the local competition with respect to interest
paid on deposits. Omne group replied that the "rates paid on deposits by
our banks are for the .mwost part more liberal than rates paid by independent
banks here," while another stated that "I think our rate of interest, if
anything, is simaller than that of independent bonks.” One group spoke
of cocperative effort with competitors to lower rotes. Ancther said
that "in some instances our rates are lower." 8till another contributed
the statemont that."Wa have been outbid in cases of deposits of pubdblic
moneys." It should be remembered, of course, and some of the replies
indicated tikis, that recent months have witnessed a_reduction in the in-
terest paid cn deposits by all banks, group and unit, It would secem
clear tnat whatever changes there have been have not been due so ouch
to group bank organization as to other causes.

Vages and Qthor Costs. - A fourth of the groups reported that a

reduction in payroll costs had been accomplished., In some cases replace-
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mentz were made at lower salaries, while others had not replaced tlicse
leaving the organization. Salary reductions had been instituted in some
cases and in one case forty-four employees were eliminated through con-
solidating turee banks., A great number of groups reported economies in
the consolidated purchase of supplies and equipnent. In one group, 97

of the 117 members were using the central purcaasing service a2t an aver-
age saving of 12 per cent., Suppliss and equipzent, however, represent

a ratier small proportion of the total costs of banking operations, and
saving in these iteme does not go far towards reducing operating expenses
in the aggregate,

A mimber of organizations nave economized time and labor by
standardizinglforms and operations. The forms used by all the banks of
a group mgat be fairly uniform dbefore any great saving can be secured
in their purcaase price, Qther econoaies wnich were mentioned were:
the maxing of a consolidated State income tax return, so that the lusses
of some banks could be set off against the profits of others; taking out
g blanket Dond for all affillated institubions; reducing the agsregate
cost fto from B0 to 7O per cent of tie total of the individual bonds; dis-
couraging excessive activity among the member banks in lines which were
not profiteble,

Reduction of Noneearninzs Asgets, - Reduction of cash reserves and

other non-earning assets amons the members of a group would be in the direc-
tion of lowering costs or increasing profits., Indications are that little

change has been made along this line. According to their statements,
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none of the groups had established a definite rule as to how rmech cash each
of its banks must keep in its own vault, Instead, the local reguirements
of each corrmnity are allowed to determine the amount of $i1l money, as a
rule, As sonme group bonks operate under laws which require then to keep a
certain omount of cash on hand, thesc banks naturally must meet these re—
quirenents whether they coincide with what the nanogement believes to be a
gafe nminirun  or not. Two answers stated that inasouch as banks were prace—
tically independently managed, the officers of each unit were permitted to
determine the amount kept on hand., In most cases it was stated that cash
in vanlt was never more than was abgolutely necessary, g0 that donger of
losg from robbery would be minimized.

Hizh gggg.Factors. w Over and against the possible economies of
the group, the overhead of the home office, its personnel and office space,
conplicated reports, and red tape would be an offset. When the groups have
been in existence longer, a statistical analysis of conditions before and
after formation will test the question of whether this type of banking cone
ceatration rests upon sound profit advantages. It 1s rather widely stated
'by the friends of the group movement that it does not have the same pos-
sibilities in this reaspect as a branch office systenm,

Menients of Strength and Wenlmess

The foregoing discussion of the organization, management, and
operating policies of bank heolding companles has indicated elements of

both strength and weakness which wmay be briefly swmarized in the follow-

ing paragraphs.
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Elements of Strength, - Suck elemonts of strength as are possessed
by the holding company grow largely out of the fact that it is a method of
concentrating banking rescurces. It has been pointed out in the various
studies on branch banking-—especlally the Canadlan and English reports—
that the large banlking institutions in those countries have been successful,
partly in consequence of their size, In surviving periods of strain, Large
financial institutions appear to gain their strength partly through achiev-
ing a higher degreec of dlversification., It has been shown that in many
cases a bark holding company has brought together & large aggregate of
bankring resources, frequently several times that of the leading benk in
the group.

The larger aggrogation of resources should be able to command &
higher grade of management which should work in the direction of reducing
costs and losseg In all of the banks of the group, especially the smaller
units, Witl respect to loans, the detached central management is less
lilely under local influence to grant wawise accormedation., With respect
to moldng investments, the larger organization can command experts, not
available to small banking units.

The large organization built up through the holding company de-
vice can offer a wide range of services to 1lts custoners, particularly those
in outlying towns, For example, such customers may have access to an expert
fiduciary service, The local borrower dealing with a group bonk taps &
larger reservoir of loanable funds, which is particularly advantageous to
the large borrower. The association of meny banks in o holding company con-
tributes to the mobility of funds. Surplus leniing.power arising in one

part of the area covered by tiie group ney be made use of in another locality
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where a greater demand for credit exists. A member bank suffering a drain
of deposits may be supported by other members of the group where the situa-
tion is easier. The individual bank shareholder, who exchanges his shares
for stock in a holding company, may improve his position in that his risk
is more scattered and his equity has a wider marketability than the one

he has given up.

Flements of Weakness and Unsclved Problems. — From the point of

view of public policy elements of wealmess in group banking are the possi-
bilities of manipulation inherent in complicated corporate interrelation-
ships., Safety may be impaired by shifting of funds from one bank to
another, by forcing worthless securities on a member bank, by pyramiding

of regserves, and by uwsing the funds of one bank to buy the stock in another.
A1l of these can endanger noi only one bank, but fthe whole system. A later
chapter, reviewing group and chein bank failures, shows that abuses of this
sort have caused disastors in certain cases.

The holding company has resulted in many cases in the close
assoclation of commercial banking activities and the merchandising ,1?9
securities. The dangers inherent in these relationships have had many
exemplifications of late. The fact that {the holding company movement
in the banking field enjoyed its greatest development during the recent
speculative era adds to the suggestion of its inherent manipulative

prossibilities. While most of the existing groups afe in congervative
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banking hands %today, the instrumeni of the holding company lends itgelf
to manipulation. Supervision of a group system is difficul$, especially
when it contains both national and State chartered banks. The transfer
of the double liability of bank shareholders from natural persons to
corporations through the holding company device is one of the unsolved
problems of the movement. Moreover, the use of the holding compaxny

to separate control and ownership of banks through the device of dif-
ferent classes of stoclk, somse non-voting, may be contrary to publie
policye.

The elaborate structure of & group system in itself has certain
drawbacks. Inherently, the type of organization is cumbersome and
difficult %o supervise and audit. Complicated renorting systems are
necessary to dbring the separate banks under head office control. Since
each unit of the group is a separate corporato entity, it is probsble
that the holding company can not operate its ocutlets as economically
as a branch system in extending the same services. This, no doudt,
accounts for the fact that most group managers would prefer to operate
their groups &s branch systems.

Thus far the holding company has done little towards solving
the problems of the banking structure wherc thoy aroc most acute. Only
a minor fraction of the banking units in the major group systems are

banks of less than $500,000 loans and investnonts. Other sections of
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the Committee's report have indicated that independent banks of this
slze, taken as a whole, have not had satisfactory records of safety

or profits,
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CHAPTER VIII

SUSPENSIONS AMONG GROUP AND CHAIN BANKS: 1921-1931

The group movement, as represented by the leading bank
holding companies, has covered such a brisf period of time that
few conclusions can be drawn as to the safety record of this type
of banking., It is not possible for most of the period covered,
1921-1931, to separate those suspensions belonging to chaina
from those belonging to the group form of organization, but it
is clear that the great majority were chain banks, Many of
them belonged to systems that combined some of the featurses of
both chains and groups. In some cases where fallures occurred
the holding company had been used as an instrument by a single

individual to secure control over several banks,
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There is evidence that in some cases the chain
and group vehicles have been used for promotional and
manipulative purposes. In other cases of failure, sys-
tems have been the victims of honest but incompetent man-
agement, The reasons for fallures of groups and chalns
are probably about the same as for failures of 1lndepend-
ent banks, The test has been the quality of the manage-
ment, Chains and groups, however, lend themselves more
readily to manipulations and are more difficult to super=
vise.

The small unlt banks have been easy prey, in
many casges, for unscrupulous individuals who have se-
cured. control through these instrumentalities, more for
the purpose of exploitation than with the idea of
streng'hening the banking structure, Control of the
larger institutions is somewhat more difficult to ac-
quire owing %o the greater outlay of capital needed,
During the years 1921-1931 the majority of group and
chain banks ag of unit banks that have suspended were

small institutions.
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The abuses which have led to the fallure of a
mimber of chains have turned conservative bankers, writers,
and banking supervisors against the chains, The attitude
of students of the subject les revealed by the oft repeated
statement that chaln banking has all of the limltations
of branch banking with none of its advantages. On the
other hand, the group system in the hands of capable and
honest management has elements of strength resulting from

the common Interest and cooperation of a rmamber of banks,

Group and Chain Suspensions, 1921-19331 1/
During the eleven-~year period, 1921.1931, A5l
group and chain banks belonging to 120 systems suspended,

involving loans and investments of $519,696,000,

lj This chapter was written in 1932 before the develop=
mente of more recent months had occurred in which soev-
eral Important groups of banks suspended e¢perations,
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It is sometimes difficult to identify among suspended
barkes those belonging to chains and groups because of the limita-
tion in the data regarding these organizations. In compiling these
statistics only banks were included that were members of groups or
chains at the time they suspended, and nothing was considered a
group or chain unless therc was definite information to show that
it contained at loast three banks, oxclusive of private and mutual
savings banks, As in the other reports of this Commitiee, mutual
savings and private banks are not included in &hg tcbles,

It is alsc diffienlt to determine how many of the 551
group and chain banks which susponded during the period can be
clagsified as group banks and how many as chain banks, The
Witham system contributed 117 susponsions and the Caldwell-

Banks system contributed Ih,
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Both of these systems were on the border line between
chains and groups, Of the 390 other banks, 46 appear
to have been group banks and 344 chain banks,
Geogravhig Distribution, - Table 29 shows the
geographic distribution of suspensions among group and
chain banks during the period, 1921-1931, The agri-
cultural regions, comprised of the Southeastern, Bouth-
western, and Western Grain States, accounted for 79.5
per cent of the total nmumber of group and chain banks
suspending during 1921-1931, The concentration in
those areas was even more marked among group and chaln
sugponsions than amongs all suspendions during the eleven-
year period, This was due partly to a few lmportant
cases of failure and partly to the concentration of

group and chaln banking in those areans.
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Table 29 - Suspenslons of Group and Chain Banks during
19211931 by Geographic Divisien

Susrvended banks
L.oans
Number Percent ond ine Percent
Geographlc of syse | Number of vept- of
division tematl) total | . ts total
{000
omitted)
New England 1 10 1.8 1% 61,934] 11.9
Middle Atlantic 7 15 2.7 | 89,004 17.1
¥orth Central 12 4g 8.7 | 83,626] 16,1
Southern Mountain 2 5 9 | 85,293 16,4
Southeastern 1% 167 3043 89,359 17.2
Southwestorn 12 103 18,7 | 44,553 8.6
Western Grain 55 168 30,5 | Us,8041 8.8
Rocky Mountain g 28 5.1 | 17,534} 3.4
Pacific Coast 5 i 1.3 2,789 25
UNITED STATES 120 551 100.0 {$519,696] 100.0

(1)

Systems in which one or morc banks failed,
Details by States appear in the Appendix, Tables XIV and XV,
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The Eastern part of the United States, the
first five geographic divisions named in Table 29, supe
plied three.quarters of the loans and investments in-
volved in chain and group bank suspensions, Although
the rumber of suspensions in the Western Grain States
and in the Southeastern States wes about the same, the
loans and investments involved were about half as great
as in the former as in the latter, The loazns and 1n-
vegtments of the 15 group and chain banks which failed
in the Middle Atlantic States practically squalled
those of the 167 suspended banks in the Southeastern
States, While the agricultural reglong suffored the
greatest nmumber of suspensions, the banks were rela-~
tively much smaller then those which suspended in such
iidustrial sections as the New England, Middle Atlantic,
and North Central States. Because of the BancoKentucky
failure, the average size of suspended banks was much

larger in the Southern Mountzin States thon anywhere else,



Among individusl States, Georgla, Arkansas,
North Dakota, and Florida, each had over 50 suspensions,
The collapse of the Caldwell and Witham systems accounted
for most of the failures in the three Southern States,
Suspensions in each of the States, Illinois, Pennsgylvania,
Morida, Massachusetts, and Kentueky, involved over
$50,000,000 of loans and investments, On the other hand,
the 71 suspensions among group and chain banks in North
Dakota involved less than $11,000,000 in loans and ine
vestments, Details by States and by years are to be
bound in the Appendix, Téhlas XIV and XV,

Suspensions 19306~1931, ~ Table 30 shows that
of the 551 group and chain suspensions occurring in
eleven years, 237, or h} per cent, occurred in the last
two y:ars, This 1s slightly higher than the percentage
among total bank suspensions. Virtually nc suspensions
among group and chain banks occurrod in the industrial
States of New England, Middle Atlantic, and North Cen-
tral In the first nlne years., In the years 1930 and
1931 this aren accounted for 30.3 per cent of all group
and chain suspensions snd for 60,8 per cent of the loans
and investments involved, The average sizé of the sus-
pending group and chain banks in these areas was much

larger than the average size of banks elsewhere.
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Table 30 - Suspensions of Group and Chaln Banks during 1921-1929
and during 1930-1931, by Geographic Division

1921-1929 19301931
Loans Loans
Zar and in-| Per Per and in-| Per
Gﬁﬁzﬁi‘: Number| cent | vest- cent [Number| cent | vest- cent
of ments of of ments of
totall (000 total total| (000 | total
omitted) omitted)
New England - - - - 10 4,2/$ 61,934] 16.1
Middle Atlantic - - - - 15 | 6.3| &9,004] 23,1
North Central 1 ]t 707 Bl ¥7 1 19,.8] 82,919] 21.6
Southern Mountain - - - - 5 2.1{ 85,293| 22.2
Southeastern 146 | u46.5| 77.434] 57.3] 21 8.9 11,925] 3.
Southwestern 32 | 10.2| 11,596 8.6 Ti} 30,0} 32,957] 8.6
Western Grain 109 | 34.7| 28,4260 21,0 59 | k.ol 17,3781 lU,5
Rocky Mountain 24 7.71 16,305} 12,1 L 1.7l 1,229 3
Pacific Coast 2 .6 46 5 5 2,1{ 1,843 5
UNITED STATES 314 | 100.0{$135,214] 100.0| 237 | 100.0($384,482] 100,0
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Suspengions by S8ize Groups. - The increase

in size of suspended banlis in the last two years ls
brought out in Table 31. During 1921-1929, 80,2 per
cent of the suspoensions were among banks with loans
and investments under $500,000, while in the years 1930
and 1931 the proportion in this size class was 61,2 per
cent, The distribution of loans and investments among
the size classes durlng the two periods 1s even more
striking, In the early period banks larger than
$5,000,000 accounted for 13.8 per cent of the loans

and investments of group and chaln suspensions, com~
pared with 63.4 per cent in the years 1930-1931, This
change in the size of suspended group: and chain banks

is similar to that shown for all suspended banks,
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Table 31 - Suspensions of Group and Chain Banks during 1921-1929 and
during 1930~1931, by Size of Loans and Investments

1921-1929 19301931
Loans Loans
si Per |and in- | Per Per |and in- | Per
1 z; froupt % N joent vest- Icent |Num= [cent vest- cent
Qan8 and investmenis ... of ments of {ber of ments of
total] (000 |total total| (000 {total
omltted) omltted)
Under $150,000 128 | 40,81$ 11,948] 8.8} 70 | 29.5|% 5,787] 1.5
150,000 - 250,000 68 | 21.6} 12,663} 9,4| Lo | 16.9| 7,852 2.1
250,000 - 500,000 56 | 17.8] 20,250} 15.,0{ 35 | 4.8 12,272| 3.2
500,000 ~ 750,000 19 6,1] 11,721} 8&.7] 19 8.0 11,279] 2,9
750,000 = 1,000,000 | 4.5] 11,913 8.8] 16 | 6.7 13,7H0] 3.6
1,000,000 - 2,000,000 19 6.11 26,152| 19,3| 23 9.7 32,735] 8.5
2,000,000 ~ 5,000,000 g | 2,5\ 21,840] 16,2] 18 7.6| &6,849] 14,8
5,000,000 ~ 10,000,000 1 35,0050 3,77 8| 3.4 59,707! 15,5
10,000,000 - 50,000,000 1 3} 13,7221 10.1] 8 | 3.4 184,261| W7.9
50,000,000 and over - - - - - - - -
Total 314 {100,0[$135,214 [100.0] 237 i100.01$38k,482]100.0
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Taking the eleven years as a whole, Table 32
brings out the fact fthat banlks of less than $50C,000
accounted for 72.1 per cent of the mumber of group and
chain bank suspensions but for only 13.6 per cent of
the loans and investments involved, On the other
hand, banks of $5,000,000 or more account for only 3.2
per cent of the mmmber of suspensions but for 50,6 per
cent of the loans and investments involved in group

and chain bank suspenslons,
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Table 32 - Suspensions of Group and Chain Banks during 1921-1931
by size of Loans and Investments :

Sugpended banka
Loans and
Size group Per cent invest~ Por cent
loans and investments Yumber | of total ments of total
onitrea)
Under $150,000 198 3640 $ 17,735 3.4
150,000 ~ 250,000 108 19.6 " 20,515 3.9
250,000 ~ 500,000 91 16.5 32,522 643
500,000 - 750,000 38 6,9 23,000 L4
750,000 ~ 1,000,000 30 545 25,653 k.9
1,000,000 ~ 2,000,000 L2 7.6 58,887 11.3
2,000,000 - 5,000,000 26 4,7 78,689 15.2
5,000,000 - 10,000,000 9 1,6 o4, 712 12.5
10,000,000 - 50,000,000 9 1.6 197,983 38.1
50,000,000 =ad over - - - -
Total 551 100.0 $519,696 {. 100,0

(1) Detalls by States appear in the Appendix, Tables XVI and XVII,
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Dispogsition of Suspended Banks. - During the
ten-year period, 1921-1930, 426 group and chain banks sus-
pended. Of these, 114, or more than one-~fourth, were
either reopened or taken over, as shown in Table 33. Among
all suspensions the ccmpérable proportion wag ohe-fifth.
In the Southeastern States, where 161 banks were involved,

59 were reopened or taken over.
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Table 33 - Disposition of Group and Chain Bank S?syensions
during 1921-1930 by Georgraphic Division 1

Proc- | Com~ | Dig~
songraite | Re- | Tk et "y [Tohon | oten
da~ |liqui~| une
tion |dated (lmownm |
¥ew England - - 1 - - 1
Middle Atlantic - - 2 - - 2
North Central 1 - 2 - - L
Southern Mountain 1 - 4 - - 5
Southeastern 5L 5 76 26 - | 161
Southwestern 22 5 59 6 - 92
Western Grain 20 1 95 17 - 133
Rocky Mountain 4 - 10 9 2 25
Pacific Coast 1 - 2 - - 3
UNITED STATES 103 11 252 58 21 426

(1) Dotails by States sppear in

the Appendix,

Teble XVIIL.
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Among group and chain banks reopened or talen
over during the peried three-fourths occasioned no loss
on general claims to depositors, as Table 34 shows. On
the other hand, among those banks completely liguidated,
in more than two~thirds of the cases depositors realized
less than 60 per cent on their goneral claims, and in-
deed in a third of the cases less than 20 per cent. This
record in general, however, is better than 1In the cese

of all national snd State bank suspernsions.
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Table 34 - Distribution of Suspended Group and Chain Banks
Reopened, Taken Over, or Completely Liquidated during
1921-1930, Classified According to Per Cent of
"~ @eneral Clalms Realized by Depositors

Fumber of suspended

Per cent of

Per cent b total
of general Row Com- Re- Com=

claims openaed |pletely opened [pletely
realized by and |liqui~ | Total and [ligui~ | Total
depositors taken |dated taken {dated

over{l)! (2) _ over

20 - 39 - 7 7 - 1 12.5 k.2
40 - 59 3 12 18 5.5 21.4% | 10.9
60 ~ 79 12 g 20 11,0 | 14.3 | 12.1
80 - 99 6 4 10 5.5 | 7.21 6.1
100 gl b _90 77.1 | 10.7 | &"4.6

Motal 109 h6 165 | 100.0 | 100.0 | 100.0

(1) ¥o data for 5 banks.
(2) No data for 2 banks.
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Some Leading Cases of Group and Chelin Failures Prior to 1932

An example of early chain suspensions was that of
the Heinzo-Morse banks, which occurred during the panic of
1907. 3Banking concentration in that period was often obtained,
as it is today, through intorlocking directorates, and this
chein was held together by thnt means. The leading institution
was the Mercontile Notional Bank of New York, the directors of
which were also on the boards of meveoral other banks, both in
¥ew York and elsewhere.

The most important director, F. A. Heinze, moreover,
had o substantial intcrest in the State Savings Bank of Butte,
Montona, ond after having incurred heavy losses in copperﬂ
decls, both the Mercantile Nationel and the Montana bank

closed on October 17, 1907. Another director, 0. F. Morse,
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controlled the Bath Trust Company snd the Lincoln National
Bonk, both of Bath, Mzine., Immediately ofter tae Mercontile
in New York had closed, thoe first of these Maine hanks sus—
pended, and the second required a thirty-day notice for
withdrawals of deposits. In view of the fact that meny in-
dependent banks were involved in difficulties at this time,
the Heinze-Morse suspensions were no doubt related to gen-
eral conditions as well as to chain banking irregularities,.
The lessons learned from the evil potentialities of inter~
locking bank directorates influenced some of the provisions
of the Clayton Act a few yeors later. In this instance, as
woll ag in somo more recent ones, the directors were able
to exercise control over the banks in the chain with very
1it*tls investment of their own funds. 4 large block of
stocle in one bank was held by borrowing on it at another

bank of the chain.
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The Withsm-Manloy Sysbem

With the collepse of the Florida boom more than
117 banks of the approximately 200 belonging to the Withem
chain suspended around the middle of 1926, The suspension
of these banks involved $48,560,000 in loans and invest-
ments and affected tremendously the business situation in
Georgia and Florida. In Georgla the &2 Witham: banks, which
suspended, represented 14.7 per cent of the mumber amd 4.5
per cent of the loans and investments of all commercial
banks in the State, as reported on June 30, 1926. In
Florida the 35 Witham banks which suspended represented
10.5 per cent of the mumber and 6.4 per cent of the loans
end investments of all commercial banks.

The Witham systom had its inception three decades
before its collapse. In 1896 W. S. Withem of Atlanta begen
to organize new banks and purchese control in others. Mr.
Witham's activities at first were confined to;. snall agricul-

tural communities in Georgle whore thore were no banking
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facilities. As the chain developed, however, banks were
established in towns wheore one or more barks were already
in existence, and ultimately it was operating in the Stntes
of Georgle, Florida, New York, and New Jersey. The funda-
mental idea behind the organization of the Witham chain
was that for 2 consideration Mr. Witham agreed to act as
financial agent for the banke affiliated with him, aei'siat-
ing them in borrowing money during the lending season ::ﬁd
in investing their surplus funde when loans were at their
low point. Irn asome of the affiliated banks Mr. Witham
held no stock whatever, while in others he volurtarily
purchased & majority interest. After a beonk wns once
organized, Mr. Witham left the details of the mansgement
to the local stockholders and difectors, but was actively
interested in supervising and executing loan and invest-
ment policies in a broad wzy. On September 15, 1905, Mr.

Withom organigzed the Bankers Finencing Company, a Georgia
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corporation, which toolr over the fmctions Mr. Witham him-
self had been exercising as an individuwal. On July 1,
1011, the Bankers Trust Company, & Georgia corporation,
was organized to succesd the Benkers Financing Compony as
the controlling agency for the affiliated banks.

The Bankers Trust -Compuny transferred funds be~
tween the banks and was responsible for them on call,
having to repay them from other sources if the borrowing
bank was not able to meet the demand. Call loans weres
made in New York and participating certificates in such
loang were sold to member banks desiring to increase such
commitments. The Bankers Trust Company alse¢ borrowed
from the banks and promoted corporations, whese stocks it
s0ld to the banks. It also acted os fisecal agent for the
banks charging fees from $500 to $1,500 per bank per anmum
depending on the size of the bank. The member banks sub-
mitted semiweoekly statements to the Bankers Trust Company

and were exonined semianmually by its auditors.
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By 1911 the number of bemks in the chain had in-
creased to approximately 108, and connections with several
banks in Florida had boen made. Because of the objection
of some of the Florida affiliates to doing business with a
foreign corporation, a Florida corporation was organized--
the Bankers Financing Company--with offices in Jacksonville.
The affiliated banks in Florida were aerved by the Bankers
Trust Company through this Florlda company. Affiliation be-
tween banks in Georgia and Florida was particularly advan-
tageous in the semsonal movement of funds. Deposits in
Georgia banks reached thelr peak in the fall of the year at
s time when customers of Florida banks needed financing for
winter erops. When Florida loans were repaid in the spring,
requirements for accommodntion with respect to the summer

crops of cotton, tobacco, and the like were high in Georgia.
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An associste of Mr. Witham, Mr. W. D. Manley, came
to be more and more influential in the chain after 1910, and
gbout 1916 Mr. Withom sold his interest in the company, Mr.
Monley becoming the dominating force in the management of
the Bankers Trust Company. In 1923 Mr., Manley organized the
Georgis State Bank of Atlemta, which began to establish a
state-wide bronch bank system as an affiliate of the Bankers
Trust. Several of the affiliated banks of the chain had ac-
quired so mach bad paper that thelr capital had been entirely
wiped out, and rather then liquidate the banks entirely it was
decided to convert them into branches of o newly organized
bank owned ond controlled by the Bankers Trust Company. The
originnl stockholders of the benks in difficulty suffered o
100 per cent loss on their capital stock investment. Some
branches in this corporation were established de novo:; others
represented absorptions of active banks or the purchase of

assets of fnilled banks.

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



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

- 167 -

The Witham chain ¢ollapsed concurrently with the
Florida boom when Georgla bonks could not meet the demands
of Florida banks for the return of funds. The failures were
directly associated with the decline in farm land values
after 1921. While land prices were rising, the Georgin
banks made real estate loans at exeessive valuntions, and
when the decline set in these banks were left with a large
proportion of frozen assets. During 192k and 1925 deposits
in Florida bonks more thon doubled as the speculative boom
in resl estate values reached its peak, and the Florida
banks in the chain made available to the Bankers Trust Come
pany a large part of their increased funds. A part of these
nt least was absorbed by Georglia banks in further advances
to their farmer customers.

The Bankers Trust Company utilized a part of the
increased supply of funds in promotional activities. The
capital stock of the company was not fully paid in, and with
money borrowed from its member banks it organized and operated
subsidiary corporations 1n a2 wide varlety of lines. Money was
borrowed for the purpose 2lso of making further investments in

bank stocks and in thus acquiring new affiliates of the chain.
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On petition of the Bank of Umatilla, Florida, re~
ceivers were appolinted for the Bankers Trust Company on July
14, 1926. Immodintely, runs began on affilinted banks, and
more than 100 of them soon closed. A few of these were able
to reopen through the assistance of outside correspondents,
but by far the majority of those that suspended remnined in
tho hands of the supervigory suthorities.

It is stated that the managing officisls of the
Withom chein lent funds of the boanks in the chain to ventures
in which the officials werc lnterested. Their influence on
the managoments of the affiliated banks wes not in the dirse-
tion of conservative loan procedurs. In these cireumstances
the chain was not able to withstond the untoward cconomic
factors, including the collepse of speculation in fam lands
énd in Florida renl estate, and the stagnation that followed
upon these.

Chart 12 shows the location of the banks in the

Withom chain just prior to faillure.
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BancoKentucky~Caldwell-A.B. Banks

The largest of the group and chain suepensions
of more recent years concerned three systems, so interwoven
that any account of thelr operations must deal with them to-
gethere Statistically it has been possible to separate them
inte two parte—the Caldwell-Banks system with U suspensions
involving $52,314,000 of loans and investments, and the Banco-
Kentucky Corporation system with 3, invelving $59,180,000 of
Joans and investmentss The controlling agencies wore Cald-
well and Company, BancoKentucky Corporation, A. B. Banks and
Company, eand thelr affiliates, personal and corporate, cperate
ing in Kentucky, Tennessee, and Arkansas. Although the number
of banks involved in this group of failures was less than in

the Witham system, the loans amd investments were much larger.
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Caldwell and Company controlled 13 banks, mostly
in Tennessee, and was affiliated with others through inter~
locking directorates and commmity of interest. It was also
interested in 9 insurance companies and 32 other corporations.
Rogers Caldwell was sald to have been sole owner of the com~-
pany bearing his name, until he exchanged cdidWell and Com~
pany stock in May, 1930, with the BancoKentucky Corporation.
This company then owned half of Caldwell and Company.

A. B Banks had been a stockholder in many banks in
Arkensas for some time, the number being about 50 in 1930. Most of
thelr stock was actually held by the Home Fire Insurance Com-
pany, tho Home Accident Insurance Company, the Home Life In-
surance Company, A. B. Banks and Company, Lumber Underwriters,
and other corporations controlled by Mr. Banks and his asso-
ciates, Caldwell and Company, meanwhile, acquired a con-

trolling interest in the three Home insurance companies, and
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an independent interest in at least one of the more important
Arkansas banks of the Banks chaln, These were the links by
which the three interests were associated.

Caldwell and Company, the first of the three inter-
ests to fail, was placed under the control of a committee of
Nashville bankers on November 5, 1930, with a receiver appointed
a few days later, Banks in Tennessee of the Caldwell chain were
closed shortly thereafter, and other banks, not affiliated with
this group, were suspended during the subsequent loss of public
confidences In Arkansas the Americen Exchange Trust Company,
leading unit of the A, B. Banke chain, closed Kovember 17, fol~
lowed by nearly all the other members of the chain, and the Home
insurance companies were taken over by other organizations. A
recelver was appointed November 24 for the BancoXKentucky Corpora~
tione The National Bank of Kentucky, the leading bank of this
group, had suspended on the 17th as had the Louisville Trust
Company. Since nany matters connected with these failureg are
atill in iitigation, it 1is too early to describe in detail tha

circumstances that led to the failures.(l)

(1) Many of these circumstances are described in the following
gources among othera: Report of the Tennessee Leglalative
Inveostigating Cormmittee, appointed January, 1931; Plaintiffts
Bill, Paul C. Keyes, Recelver of the National Bank of Ken-
tucky of Louisville, Plaintiff, v. John S. Akers et al.,
Defendants, Louisville Courier-Journal, March 31, 1931;
Testimony before the Joint Investigating Cormittee on
Banks and Insurance, Arkmsas Legislature, Hearings be-
ginning January 26, 1931.
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Minor Chain Suspensions

In addition to the major suspensions Just described,
the Comml ttee attempted to collect information with respect to
the circumstances surrounding some of the leasger chain failures.
Some of the information collected was of a confidential nature
and not a matter of public record. Certain important facts re-
garding these lesser chains have been classified in Table 35,
The tabulation brings out the extent to which certairn character-
istics have been common to a number of the failures, including
hesvy borrowlngs, and excessive local loans, especially to

interests which dominated the chein.
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Teble 35 - Characteristics of Ten Minor Chain Systems Which Failed

Invest-
Numbex ments Loang to
Location Year ‘ba::lfc Deposits Borrowings per {per $100]| dominant in~
of of S 1 at time of $100 of of loans| terests per
chain fall-| S98= | suspension| capital funds | and $100 of loans
ure [pend- invest~ | and investments
ing ments '
Southeastern
1 1927 | 11 | $3,727.000| $40 $'9 [Heavy (no oxact
data)
Southwastermn
2 1929 | 12 2,678,0001 30 Ls  [816
3 1928
and 6 3,163,000| 70, one bank b |Excessive {(no
1931 only exact data)
Wesgtorn Grain
' ’ 0 Heavy (no exact
i 1924 ] 1,117,000 9 19 (
data)
5 1926 7 3,827,000 90, varies from 1  [Heavy {no exact
0 up to $300 data)
6 1926 6 1,443,000( 140 9 825
7 1926 3 539,000] 115 6 J$uo
8 1927 7 921,000] s 20 $38
9 1930 7 1,745,000] 120, 6 banks 6 Eeavy (no exact
average $50, data)
the 7th ig -
$260
Rocky Mountain
: 10 1925 Y 4,689,000} . 15 13 %17
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The following paragraphs represent a summation by
responsible banking authorities of the causes of fallure of

several of these chalns,

Chain 4 -~ _ completely deminated the policles
and was given a free hand in the management of
the parent institution &as well as the other dbanks
in the chasin, In the opinion of the writer, the
agricultural depression was only & contributing
cause, The prime camse of the failure of the chain
of banks was due to mis-management by Mr.
end his associates. This is indicated by the
large accommodations of credit extended to hime
solf and his interssts,

"As far back as 1922, Directors amd thelr
concerns appeared to be over-extended financially.
Paper was freely sxcéhanged between the banks in
the chaln in large amounts, and practically all
of such loans were of a capital and fixed nature.
All the banks in the chaln have been over~extended
for a period of years, were frequently penalized
for deficient reserve, and earnings were exceed-
ingly smalle Mr. and his assoclates were
speculating not only in local land but in land
in Southern states,

"I am of the opinion that if the banks had
been under conservative management, and indepond-
ently operated and controlled, they would not have
cloged,!

Chain B - "The failure of this chain may be attributed
to the over-extended financial position of
vhich resulted in his use of his several banks to
an unwarranted extent, and to losses and a frozen
condition in the aevoral banks which resulted from
a too free extension of credit during and immediate-
3y after the war, when high prices prevailed for fam
lands and all farm and live stock products, and the
subsequent collapse of these prices."
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Chain C - "The fallure of this chain was chargeable
to a combination of circumstances. Mr. 's
optimistic bellef in values of farm and coal
properties led him to borrow heavily to add to
and operate his holdings. This placed him in
poor position to meet a situation presented by
a depressed condition of the coal Industry in
southeastern , e to a falling-off in the
demand for the quality of coal found in that sec-
tion, increased freight rates, and labor troubles.
Thig situation, together with lack of demand for
farm and pasture lends, made it difficult or im-
possible for Mr. to rafise monsy by the sale
of any of hlis properties, and resulted in hils bor-
rowing, in ohe way or -another; from his vapious -
banks, to such an extent that the banks were
placed in a weskened and frozen condition. The
lmrediate cause of suspension of the banks of the
chalin was the dlecovery of irregularities in Mr.

's dealings with the banks, and his inabllity

to raise money with which to restore the banks to
solvency.!

Chain D - "A summing up of the history of this chain of
banks indicatos that during the last several years
of its existence it was operated almost wholly for
the benefit of and « It lacked proper
supervision. Apparently the State Banking Depart-~
ment was not equipped to make similtaneous exsmina~
tions, or otherwise properly supervise the system.
The credit policlies of and were unsound.
Their personal business ventures proved unprofitable
and they continued to place increased amounts of
theixr paper in thelr different banks. Conditions
continued to grow worse until suspension was in-
evitabla," '
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Chain ® - "In the inflation period during and following

the war, a too-liberal loan policy was followed and
the banks became over-extended. Practically unlimited
demsnd for loans at high interest rates tempted the
management, through the banks and the ____ , to take
on a large volume of cattle paper. Much of this paper
was rediscounted with the of and the

of ~, and a coneiderable smount was sold without
recourse to banks within and without the chailn. The
western __ ____ and eastern banks were in a sec~
tion of ths country where there is little accumilated
wealth, and much of the busginess is done on borrowed
money. In such communitises times of falling prices
ars times of financial difficultles, end in the de-
flation period, commencing in 1921 and continuing for
several years, the valley region suffered sever-
ly« Tho cattle industry was particularly hard hit,
and the banks in the chaln were unable to with~
stand the shrinksge of deposits vhich came with fall-
ing prices, and the pressure exerted by the necessity
of taking care of the large volume of placed paper."

Chain F = %The immediate cause of suspension of the banks

in this chaln was the death, generally believed to be
suicide, of Mr. y imediately following unsuccessg-—
ful attempts to borrow money to provide working capital
for his banks., The frozen condition of the banks, mnd
the resulting exhaustion of liquid funds on which to
continue banking operations, waa due principally to
long continued depression in the commmnities served

by the banks because of cessation of oil production
and oil operations, coupled with poor crops and the
adjustment in values of farm lands and live stock

and agricultural products from the high prices which
prevailed during and immediately following the war,'
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Chain ¢ - "The period immediately following Mr, 13

entry into the banking business was a period of
falling prices, particularly as affecting farm land,
farm products, and live stocke The banks waged
active campaigns to enlarge their businesses and in
so doing extended credits on a very liberzal basis,
This urwise loaning policy, in the face of continued
reductions in farm and live stock values, brought
large losses to the country banks of the chain, and
to the three larger banks, both on loans made
direct by them and on loans teken by them from coun-
try bank corregspondents, and resulted in the absorp-
tion of working capitel in an accumlation of am ab=-
normglly large volume of loans in the several banks
which could not be proporly clasified as ligquid bank-
ing assota,

"An important immediate cause of the failure
of the s Which was followed by the fallure of
the other banks, was live stock poper made
through the y & company, and sold to
bonks and investors. As this paper matured, much
of it could not be paid by the borrowers, and con-
ditions had so changed that the cattle loan company
could not keep the usual volume of paper scld out.
The loon company and the bank were thus forced in-~
to an over-oxtended condition which they could not
withstand."

Chain H -~ "The immediate cause of the suspension of this

chain of banks was 2 domand by the Statc banlk—
ing depariment that the several State banks in the
chain withdraw theilr deposits from the of

and place them with some other reserve agente There
were many contributing causes of the suspension, in=-
cluding the gradual withdrawal of deposits from the
State banks, due to general lack of confidence in,
and later, the collapse of the , and frogzen and
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worthless assets in a2ll of the banks, due to fajil-
ure to recognize and remove losses as they occurred
over the past several years and failure to avoid
losges and frozen conditions in loans by making ad~
justments of loaning policies as conditions changed
in the respective commmnities, The business of all
of the banks was predominantly agricultural, and the
depression in the agricultural Industry since 19321
placed many difficulties in the way of successful
operation of small country banks, but with these
dalfficultics must be included the incompetency of
the managements Since the failure, investigations
have disclosed many irregularities on the part of
and also on the part of his son, ’
confessed gullt on a number of criminal charges

long sentence in the penitentiary.”

Chain I - "1, Liberal loaning policy of conirolling
intcrest.
2. Extending credit on valuations from $200
to $275 por acre.
E. invelved in land speculation.

o Exchanging of paper hotween the parent
bank znd members of the so-called chain
in order to aveid showing cxcess loans,

5« Practically no free secondary reserve,

6. Inadoquate credit data.

T« Lack of earning power caused by a large
volume of other real estate and second
mortgage loans on which no interest was
received.

8+ Concentration of credit to individuals
far in excoss of thelr financial respon-
sibllity.

9« Exorbitant rate of interest psid on de~
posits,

10. Values Xmowinzly inflated.

11« ZLorge extensions of credit to tenants on
land owned or controlled by the .

12, Agricultural depression was only one of
the contributing causes."
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CHAPTER IX

FEDERAL REGULATION

The status of Federal regulation of group and chain banking
may be reviewed in three phases: (1) Federal laws which have a bear-
ing on the movement, (2) attitude of the Comptivller of the Currency
and the Federal Reserve Board towards groups and chains, and (3) pro-

posals for new regulation of the group and chain banking movement,

Existing Federal Law

National Banks As Holdinge Companies. - There is no Federal

statute under which an organization may be incorporated to act as a
holding company for bark stocks. The Federal statutes, an the other
hand, contain nothing which has prevented a holding company incorpo-
rated under State law from gaining control of a2 national hank, A
part of the Federal anti-~trust ;egislation, the Clayton Act, however,
has a bearing on community of interest between banking ingtitutions
building upon common directorships.

When Congress made provision for national banks by the Act
of 1863, the apparent intention was to limit their activities to the
business of discount and deposit, with the note issuing privilege.
The ceatral power accorded the new institutions was phrased as

follows:cl)

(1) sct of June 3, 1864, c. 106 Sec. &; 13 Stat. L. 10L.

- 18C¢ -~
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o exercise by its board of dirsectors, or duly
authorized officers or agents, subject to law, all such
incidental powers as shall be necessary to carry on the
business of banking; by discounting and negotiating
promissory notes, draftg, bills of exchange, and other
avidences of debt; by receiving deposits; by buying and
selling exchange, coin, and bulllon; by loaning money
on personal security; and by obtaining, issuing, and
circulating notes according to the provisions of this
title.”

In the early days of the national banking system, it was
gstablished by court decision that national banks did not possess
the power to purchase and hold stocks of other corporations gen-
erally, including bank stocks. It is not necessary to trace in
detail the history of adjudication on this subject, but some typi~
cal expressions of the courts may be quoted. In the case of the

National Bank vs. Case, the Supreme Court held: "No express
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power to acquire the stock of another corporation is conferred upon a

national bank."(l)

"1t is settled that the United States statutes relative to
national banks constitute the measure of the authority of such
corporations, and that they can not rightfully exercise any
powers except thosc expressly granted, or which are incidental
to carrying on the business for which they are cstablished.
Logen County Bank v. Townsend, 139 U. S. 67, 73, No expresa
power to acquirc the stock of another corporation is conferred
upan & national bank, but it has been held that, as incidental
to tho power to loan money on perscnal security, a bank may in
the usual course of dolng such business accept stock of another
corporation as collateral, and by the enforcement of its rights
ag pledgeo it may become the owner of the collateral and be
subject to 1lisbility as other stockholders. National Bank v,
Case, 99 U, S. 628, S0, aiso, a national bank may be conceded
to possess the incidental power to accept in good falth stock
of ancther corporation as security for a previous indebted-
ness, It is clear, however, that a national bank does not
possess the power to deal in stocks. The prohibition is ime
plied from the fallure to grant the power., First N?tional
Bank v, National Exchange Bank, 92 U. S. 122, 128."(2

It is trus that the general powers of national banks have been
broadenod from time to time since 1864, Specific statutes allow national
banks to purchase stock, usually in very limited amounts, in certaln special
corporations, e« g., Federal reserve banks, certain corporations engaged
in the financing of foreign trade, and safe deposit companies., Neither
the statutes nor the courts, however, have extended to national banks the
right to purchase and held corporate stocks generally. Thus & national
bank cannot under existing law act as a holding company for bank shares,
either as its chief business, or os an auxiliary activity.

Clgyton Acte — Although there is nothing in existing Federal law
which prohibits holding company control of national banks, a portion of the

anti-trust legislation strikes at extended commmity of interest between

(1) 99 U. S. 628 (1878).
(2) Colifornia Benk v. Kennedy, 167 U. S. 362, i. c. 366, quoted in Senate
Document No. 92, 72nd Congress, 1lst Session, May 9, 1932, p. Be
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one naticnal bank and other banks based on interlocking directom
rates., The Pujo Commission had found during its investigntions
that interlockding directorates omong city banks woere common and
believed such commnity of interest was not wholly desirable.

The Cloyton Act of 1914 was directed at these relatioaships,

This act was liberalized by omendments in 1916, 1920, 1928, and
1929, so that its present prohibltions ond exceptions are complox.
In general, it does not limit the number of directorships or posi-
tlons which a person may hold with any mumber of banks providing
the size of none of the banks exceeds $5,000,000 in resources and
none of them is located in o town of more than 200,000, The di-
rectorghips and positions which a person moy hold in bonlks of the
larger size or located in the larger places are limited., With the
pernigsion of the Pederal Reserve Board, a person nay hold posi-
tions with as many as three of these large organizations,

Bven in the years immedintely following 1911} when the
provisions of the act were most rigid, it was not offoctive in
reducing community of interest between banking organizations.
Those who had to relinquish positiong could ea.a;ily be represented

by their agents,
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Attltude of Federnl Supervisory Authorities

Both the Comptroller of the Currency and the Federal
Reserve Board have belleved that thoir powers wers ineffective
with respect to regulating the group and chain movement, The
Federal supervisory authorities cro without visitoriel powers
with respect to bank holding companies thenselves or with re-
spect to nonmember banks associated in o group with national
banks or member State banks,

Pederal Reserve Board. ~ During the spring of 1930

Roy A, Young, then Governor of the Federal Reserve Board, tes-
tified before the Committee on Banking and Currency of the House
of Representatives, At that time, he offered for the record a
previocusly prepared statement outlining the attitude of the

Board toward group and chain banking, as follows: (1)

(1 United States Congress, Tlst, 2nd Session, Hearings before
the Committee on Banking and Currency, House of Rerresenta-
tives, under H, R. 141, March 18, 1930, pp. h42-Mi3,
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%1, Conditions of membersghip. - Prioxr to the enactment of
the McFadden Act, the beard prescribed conditions of membership
under which State banks could be admitted te the Federal reserve
system, in order to effect sowe degree of control over chain
banking. One of the conditions with which State banks entering
the Federal reserve system were required to comply, reads as
follows:

"11{5) Such bank or trust company, except after applying for
and receiving the permission of the Federal Reserve Board, shall
not consolidate with or absorb or purchase the assets of any
other bank or branch bank for the purpose of operating such bank
or branch banks as a branch of the applying bank; nor directly
or indirectly, through affiliated corporations or otherwise, ac-
quire an interest in another benk in ezcess of 20 per cent of
the capital stock of such other bank: nor directly or indirectly
promote the establishment of any new bank for the purpose of ac-
guiring such an intereat in i%; nor meke any arrangement to ac-
quire such an interest,!

"This condition of membership was incorporated in the beoard's
regulations of 1924 and was prescribed for every State bank ad-
mitted to membership between April 7, 1924, and Jamary 3, 1928,
As a result of an amendment to section 9 contained in the McFad-
den Act (February 29, 1927), there is some doubt whether the
board now has authority to prescribe thig broad condition and,
therefore, it has been unable to exercise the same degree of
cont.lol over ¢hain banking. It has, however, prescribed the fol-
lowing condition of meuibership for every State bank or trust com-
pany admitted to membership since Jamary 3, 1928.

#1(3) Except after applying for and receiving the permission
of the Federal Reserve Board, such bank or trust company shall
not acquire an interest in any other bank or trust company,
through the purchase of stock in such other bank or trust com-
pany.?

"2, Recommendations for lsgialation. - As early as Jamary
8, 1926, the board sddressed a letter to Congressman McFadden

recommending that there be incorporated in the pending McFadden
bill certain provisions designed to secure adequate information
regarding national and State member banks which are closely re~
lated in management, operation or interests to other banking in-
gstitutione and, in particular, to afford some check upon the
abuses frequently occurring from chain barking. These sugges-
tions were not adopted by Consress.

"3. Gorrespondence with Hon. Lguig T, McFadden re adminig-
trative control. - Under date of May 2, 1927, Congressman McFad-
dern addregsed a letter to the Comptrollesr of the Currency, sug-
gesting that he adopt administrative measures calculated to
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control or prevent the growth of chain ben'dng among national
banks znd sent a copy of his letter to the Federal Heserve
Board with the suggestion that the board should adopt similar
administrative measures with refersnce to State member banizs
of the Pedersl reserve system., The board, uander date of Moy
18, 1928 replied that it was powerless under the law to tnke
cny such action, The board called attention to the fact that
it had suggested legislation along this line, but that Con-
gress had not adopted its suggestions, and also cnlled atten~
tion to the fact that Congress in the McFadden Act hod amended
the law so a2 apparently to take away the board's power to
control this practice through conditions of membership. The
boardls letter conecluded with the statoment that the remedy
lies with Congress,!

In 1932 the Board in making recommendations in comnection with
the Gloss bill made some specific suggzestions with respect to the regulo-
tion of groups. These will be brought out in later parasgraphs in which
certain provisions of the Glass bill are dealt with in detail.

Comptroller of the Currency. — The earlier annual reporis of the

Comptroller of the Currency have taken little note of group banking, but
in the 1930 report he points out what he regards as some disadvantages of
group banking as compared with branch banking: but agress that:(l)

U, « « group barking in the main is in capable hands, and in-
cludes some of the best-managed bonks in the country., However,
the field of group banking is now open to every type of opera-
tor or promoter who may be able to purchase bank stocks, This
constitutes a source of potential danger. In order to facili-
tate the supervision of group banking, in those cases where the
Federal Govermment has any responsibility, it is my view that no
national bank should be permitted to become a constituent of
such 2 group, except upon the condition that all other banks in
the group are also natlonal banks, The Comptroller of the Cur-
rency under these conditions could more effectively examine and
gupervise the entire group operation, It is therefore ny view
that group banking should be brought under the visitorial powers
of the Pederal Govermment in those cases where membership in the
group 1s composed in whole or in part of national or State nmem-
ber bonks of the Federal Reserve System., Legislation along
these lines seems to be necessary in the public interest."

(1) Ansual Report of the Comptroller of the Currency, 1930, p. 3.
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Action Proposed by Members of Congress

After the large scale formatlon of bank hiolding componies culnmi-
nating in 1929, members of Congress began to ovince an active interest in
the movement and its regulation, Although mumercus bills were introduced,
no Federal legislation had been enacted by the end of 1932, In the early
part of Jamuary, 1930, four bills were introduced into the House of Repre-
sentatives dealing with group banking. Two of the House bills looked
toward control of groups; both Congressmen McFadden(l) and Beedy(z) DIo~
posed that visitorial powers be granted the Comptroller of the Currency
with respect to the holding corporations where members of the Federal re-
serve system were involved. Congressmen Strong(3) and Goldsborough(u)
proposed to dissolve the movement by one legislative device or another,

On February 10, 1930, the Commiittee on Banking and Currency of
the House of Representatives was empowered "to make a study and investi-
gate group, chnin, and branch banking during the present session of Cone
gress.“(s) In April, Congressman McFadden introduced a second bill which
would have required holding companies to procure permission from Federal
supervisory authorities before acquiring control of members of the Federal
roserve system.(s) For several months the committee hoeld hearings, which
aided in clarifying the major issues involved. In thé subsequent Congress,

Congressman Goldsborough reintroduced his bill.(T)

United States Congress, Tist, 2nd Session, H. R. 7966
Ibid., E. R. 8005,
Ibid., H. R. 8367.

1)
;
) Ibid., H. R. 8363,
) 131
)
)

Ibid., E. Res,
Ibid., H. R. 12034,

(
(
(
(
E
(7) United States Congress, 72nd, lst Session, H, R, 6400,

3
5
0
Fi
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dy Bill. - The Beedy »ill provided "That every corporation

tg

which may own or conirol the majority of the stock of more than one nation-
al and/or State member banks of the Federal reserve system shall be subject
to the visitorial powers of the Comptroller of the Currency,®
McFadden Billsg, - The first bill provided that the Comptroller of
the Currency should examine at least twice a year all of the affiliated cor-
poraticns of & menber beank, as well as the meomber banks themselves, 4Af-
filiated corporation is defined in the bili, In addition to transferring
other visitorial autacrity to the Comptroller, the bill would give him the
new responsibility of exomining State member banks at least twice a year,
The second McFadden bill would hove made it:{l)
N . . unlawful for any corporation. copartnership, individual,
or trustee to purchasge or otherwise to acguire more than 10 per
centum of the siiares of the capital stock of mors than one mem-
be: bank of the Federal reserve system, whether state or nation-
al baak member, except after first obtaining the approval of the
Co.meroller of the Currency with respect to national banks and
the Federal Reserve Board with respect to State mewmber banks,'
Penalty for viclation of the act would have been made a misdemsenor punish-

able by & fine up to $10,000.

Goldsborough Bill, ~ This bill was intended to prohibit with ponal

provisions the voting of nstioral bank stock or State menmber bank stock owmed
by a corporation. It would alsc have requiroed the payment of g tax of two
cents per $1 on tLe foce amount of each check drown on any bank when more
than 2% per cent of its stock isg owned by any corporation. This bill also
proposed by a sinilgr tax to prevent the further extension of branch bank-

inze

1 5 - ] - r 2 T
(*)Unitea States Conmious, (lst, 2nd Scssion, E. Re 1203&.
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Strong Bill. -~ The Strong bill was designed to "prohibit group
or chain banking," although its provisions seem notfto reach chains, It
would have prohibited "any bank or trust company, wﬁether or not a member
of the Federal reserve system . . . . Which is one of a group of banks as
defined" in the bill, "from (1) using the mails; (2: shipping or deliver-
ing, or causing to be shipped or delivered in 1nterétate or forelgn come
merce, any article or commodity of whatever nature;for (3) transmitting,
or causing to be transmitted, any intelligence by wﬁre or wireless in in-
terstate or foreign commerce,” Moreover, a national bank belonging to a
group would forfelt its franchlse; a State member bblonging to a group, its
membershlp in the Reserve System; and nonmember banks belonging te groups

would be denied all rights and privileges under the Federal Reserve Act.

Glass B11l

In the Senate, proposals for Federal regﬁlation of groups, though
apparently not chains, have centered in the "Glass Bill.," Senator Carter
Glass of Virginia introduced into the Tist (ongress a preliminary bill:
"To provide for the safer operation and more effecﬁive use of the assets
of national banking assoclations to regulate interiank control, to prevent
the undue diversion of funds into speculative operjtions, and for other
purposes.“(l) i

Bubsequently, under the chairmanship of éenator Glagss, a subcom~
mittee of the Committee on Banking and Currency beé&n, on Jamary 19, 1931,
hearings under a broad resolution permitting a gen%ral survey of the nation~

al and Federal reserve banking systems, JAmong thegvariOus other subjects,

(1) United States Congress, 71st, 2nd Session, S. ﬁyes.
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thé resolution called for an examination into "the desirability of
chain banking; the development of branch banking as a part of the
national system, together with any related problems which the com~
mittee may think 1t important to investigate."(.l)

Extensive hearings were held and as a result of this in-~

vegtigation, Senator Glass introduced a new bill on January 21,

1932,(2)

the banking structure, including the extension of branch banking

The bill contained provisions dealing with problems of

-and the regulation of group bamkinz. Under the terms of the bill

(s. B412, April 18, 1932) regulation of groups would be sought
largely by bringing under the visitorial activities of Federal
authorities all eclements or affiliates of a group organization,

Section 17 of §. W412 (4pril 18, 1932). - The most im-
portant provisions of the bill which were almed at bringing the
banlk holding company under Federal rezulation are contained in

Section 17+ It provided that:

(1) United States Congress, 7lst, 1st Session, 5. Rese 71.
(2) Ihid., 72nd, 1lst Session, S. 3215.
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". . . shares controlled by ~ny lolding comnony affilinte(l)

0f a national banlk shall not be voted unless such holding
company affiliate shall have first obtained a voting permit . .V

In order for a holding company affiliate to get a voting permit
to cast one vote for each share of national bank stoclz controlled by it,
application would have to be made to the Pederal Reserve Board. The Board,
in passing on the application, would be required by the statute to cause
the holding company to enter certain covenants. It would be required to
agree to the examination of itself and all State banks controlled by it,
to agree to accurmlate assebs other than bank stock to serve as a re-
serve ngeinst double liability provisions of bank stock owned by it, and
to agree to have no interest in orgnnizations in the business of merchandis-
ing securities. These provisions would alsc be made applicable to holding
company nffilintes of State member banks by Section 5(b).

Some of the statutory stipulations of Section 17 (8. H412, April
18, 1932) are:

Examinations and Reports. - "Every such holding company

affiliate shall, in making the application for much permit,
agree (1) to receive, on dates identical with those fixed for
the examination of banks with which it is affiliated, examin-
ers duly suthorized to examine such benks, who shall make guch
examinations of such holding company affilicte as shall be nec—
assary to disclose fully the relations between such banks and
such holding company affiliate and the effect of such rela~
tions upon the affairs of such banks, such exsminniions to be

nt the expense of the holding company affiliate so examined;
{2) thot the reports of such examiners shell contain such ins

(1) sec. 2(c) of 5. W12 (4pril 18, 1932)
"The term 'holding company affilinte! shall include any corpora-
tion, business trust, association, or other similar organization--

"(1) Which owns or controls, directly or indirectly, either a
majority of the ghares of capital stock of a member bank or more than
hO per centum of the mumber of shares voted for the election of direc-
tors of such bank at the preceding election, or controls in any manner
the election of a majority of the directors of such bank; or

#{2) For the benefit of whose sharsholders or members all or
substantially all the capital stock of a member bank is held by
trustees.”
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formation as shall be necessary to disclose fully the rela~
tionsg between such affiliate and such banks and the sffect
of such relations upon the affairs of such banks; (3) that
such examiners may examine each banic owned or controlled by
the holding company affiliate, both individually and in con-
Junction with other banks owned or controlied by such hold-
ing company affiliate; and (¥) that publication of individu-
al or consolidated statewents of condition of such banks may
be required;"

Reserves Againgt Double Liability. - “After|Jamuary 1,
1935, every such holding company affiliate (1) shall possess,
and shall contimue,tg possess during the life of|such permit,
free and clear of lion, pledge, or hypothecation of any
nature, readily marketable aggets other than banl stock in an
amount not less than 12 per centum of the aggregate par value
of 81l bank stocks controlled by such holding company affili-
ate, which amount shall be incressed by not less|than 2 per
centum per annmum of guch aggregate par value until such assets
shall amount to 25 per centum of the aggregate par value of
such bank stocks; and (?) shall reinvest in readily marketable
agsets other than bani stock all net earnings over and above
6 per centum per anmm on the book value of its own shares
outstanding until such assets shall amount to 25|per centum
of the aggregate par value of all bank stoclks conptrolled by
it;

"Wotwithstanding the foregoing provisions of this section,
after January 1, 1935, (1) any such holding company effiliate
the shareholders or mesbers of which sghell be individually and
severally liable in proportien to the mumber of ghares of such
holding company affiliate held by them respectively, in addi-
tion to amounts invested therein, for all statutory liability
imposed on such holding company affiliate by reagon of its con-
trol of shares of stock of banks, shall b required only to
establish and maintain out of net earnings over gnd above & per
contum per apmun on the book value bf its own shares ocutstand-
ing a reserve of readily marketable assets in an|amount not
less than 12 per centum of the aggregate par value of bank
stocks controlled by it, and (2) the assets required by this
sectior to be possessed by such holding company affiliate may
be used by it for replacement of capital in bankg affiliated
with it and for losses incurred in such bauks, t any de-
ficiency in such assets resulting from such use ghall be mede
up within such period as the Federal Reserve Board may by regu-
lation prescribe;" . . . .

Divorcement from Securities Business. - "Every such hold-
ing company affiliate shall, in its application for such voting
permit, (1) show that it does not own, control, or nave any in-
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terest in, and iz not participating in the manggement or direc-
tion of, any corporation, business trust, association, or other
similar organization formed for the purpose of, or engaged prin-
cipally in, the issue, flotation, underwriting, public sale, or
digtribution, at wholesale or retail or through syndicate par-
ticipation, of stocks, bonds, debentures, notes, or other se-
curities of any sort (hereinafter referred to as securities
company); {2) agree that during the period that the permit re-
mains in forece it will not acquire any ownership, coatrol, or
interest in any such securities company or pariicipate in the
management or direction thereof; (3) agres thet if, at the time
of filing the application for such permit, it owns, controls,
or hes an Interest in, or is participating in the management or
direction of, any such securities company, it will, within
three yeors after the filing of such aspplication, divest it~
gself of its ownership, control, and interest in such securities
company and will cease participating in the management or di--
roctlon theroof, and will not thersafter, during the period
that the permit remains in force, ccquire any further owasr-
ship, control, or interest in any such securities company or
participate in the management or direction thereof; and (4)
agree that thenceforth it will declare dividends only out of
ectual net earnings."

¥ational banks belonging to holding companies, which do not com-
Ply with these provigsions, would have thelr franchise withdrawn under terms
of the bill, and State member banks would have to give up their membership
in $he Féderal regerve gystem.

Section 3(b) of the bill would provide that in the election of
directors of Federal reserve banks "Whenever any two or more member banks
within the same Federal reserve district are affiliated with the seme holde
ing company affiliate, partieipation by such member banks in any such nomina-
tion or election shall be confined to one of such banks, which may be desig-
nated for the purpose by such holding company affiliate."

These are the provisions of the Glass bill (8. i1z, April 18, 1932)
aimed directly at bank holding companies. There are several other sections
of the bill which incidentally relate to certain types of groups. These are

provisiopns which stipulate exsminations and reports to Federal supervisory
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authorities for all types of affiliates‘l) of member banks, both national
and State. Member banks are required within a period of a few years to
sever all connections with security affiliates. Loans and other commitments
by & member bank to all 1ts affiliates must come within a limlted total,

The practice of Joining member banks with other corpdraticns through the
device of making one stock certificate represent ownership in two or more
corporations would have to be discontinued within a stipulated number of
years, The Joining of member bank with member bank is oxpected from this
provision.

Fedoral Reserve Board and Glass Bill. - On March 29, 1932, “the

‘Fodoral Rocerve. Board, througbh Governor Eugene Meyer, presented to the

Committee on Banking and Currency of the Senate its suggestions on the
Glass bill. The general principles of the board's recommendations included

bringing holding corpanies controlling member banks under Federal visitorial

(1) Sec. 2(b) "Except where otherwise specifically provided, the term Yaf-
fillate! shall include any corporation, businegs trust, association,
or other similar organization--

"{1) Of which a member bank, direcctly or indirectly, owns or con-
trols elther a majority of the voting shares or more than 50 per centum
of the number of shares voted for the election of its directors,
trustees, or other persone exsrcising similar functions at the pre-
ceding election, or controls in any manner the election of a majority
of its directors, trustees, or other persons exercising similar func-
tions; or

"{2) Of which control is held, directly or indirectly, through
stock ownership or in any other manner, by the ishareholders of a mem~
ber bank who own or control either a majority df the shares of such
bank or more than 50 per centum of the number df shares voted for the
election of directors of such bank at the precgding election, or by
trustees for tho benefit of the shareholders 03 any such bank; or

"(3) Of vhich either a majority of the merjpers of its executive
cormittee or a majority of its directors, trustees, or other persons
exercising similar functions are directors of a member bank."

Federal Reserve Bank of St. Louis
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authority and providing for the building of reserves by holding companies
because of double liability om bank stock owned. The i;,mplications of the
Glass bill appear to make it mandatory upon the supervising anthorities to
examine and reguire reports from bank holding companieé vhile the Board
would have made it permissive with respect not only fo holding company
affiliates but other bank affiliates as well. In this connection the memoran-
dum of the Boerd presented by the Governor said:
"inder the definition of laffiliate! containkd in Section 2
and under the provisions of Sections 6, 27, and 28 of the Bill, (1)
if amended in accordance with the recommendwtionslcont vined in
this report, all holding companies which control member banks and
a1l banks owned or controlled by such holding companies will be
affilictes of such member banks and will be required to make re-
ports and submit to examinations whenever deemed mnecessary or
advisable by the Comptroller of the Currency, theg Federal Reserve
Board or examiners appointed by them; and, therefere, it is sug-
gested that the provisions regarding exXaminationg and condition
reports of holding companies be omitted from this section and
from the corresponding sections regarding holding companies which
own or control State member banks."(<
The Board's recommendation to the effect that holding companies
controlling one or more member banks and one or more nommember banks should
convert all nonmembers to members upon authorization of the Federal Reserve
Board, if they were eligible for such membership, was not included in the
April draft of the Glass bill. The Board's recommendption as to the size
i
of reserves agzainst double liability assessments and Fhe method of their
. |
accumlation differed in some details from the pending bill.
The Board also criticized provisions of eaﬁlier bills in connection
with limiting the power of banks belonging to groups_and chains in vebting

for Federal reserve bank directors. The Boardls maméran&um in this commection

said:
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(1) Refors to the earlier draft of the Glass bill.

(2) The memorandum of the Board appecrs in full in the Federal Reserve
Bulletin for April, 1932, pp. 206-222. _
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1t is recommended that this section be omitted. It pro-
hitits banks that belong to a growp or e chain from voting for
Pederal reserve bank directors. The wording of the section is
such as not to confine the prohibltion to group and chain banks,
however, but to include all banks that are not controlled en-
tirely by locally resident stockholders. 8Since the stock of
meny important banks 1s widely owned throughout the country,
this might restrict the voting privileze to smaller and less
important banks that are owned by local stoclkholders. It is
to be feared that this section would bar from participation in
the selection of Federal reserve directors many of the better
managed banks.”

The subsequent draft of the bill made some concession to this criticism al-
though it still proposed to prevent a bank holding company from having too
strong a voice in the election of Federal reserve bank directors, under the

provisions of Section 3{b) of S. LU12 (Aprill8, 1932) quoted in an earlier

paragraph.

Federal Reserve Members in Groups and Chaing
It is proposed at this point to refer again to the statisties of
group and chain banking in order to bring out the extent to which the pro-
posals of Federal authorities would reach the whole group movement. Only
such bank holding companies as have ons or more banks which are members of
the Federal reserve system would apparently be reached. Table g;:shows that
of the 674 banks belonging to leading groups as of December 31, 1931, 362

wore national banks and U4l were State member banks.

36
Teble #3 - Number and Loans and Investments of Banks in Groups and Chains
by Class of Bank, December 31, 1931

Number Loans and investments

Type of (in millions of dollars)

grgrg or N¥ational Stﬁ:e Nog- All |National Stﬁ;e Nog— A1l
chain banke |RembeT Imemberfy o 1y o member |member |, oo

banks | banks banles | banks

e i

Leading groups 362 1 271 674 $4,u16 [$1,0701% 815146,201

Other eroups 107 | 34 | 1631 304|875 | 1,285 55 2,815
Chains 336 | .23 A49 [__908 528 Lz} 3561 927
Total 805 98 | .983 }1,886| $5,818 ($2,3981$1,406(89,6U3
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37
Table ¥ shows that every one of the leadi$g groups inciudes

one or more banks which are members of the Federal r%serve system, either
State or national. Therefore, every leading group aL it was constituted
as of December 31, 193] would be brought under SectiLn 17 of the Glass
bill (8. W12, April 18, 1932) unless the control by‘the holding company
of member banks in certain cases was less than K0 peF cent. One group,
however, has only one bank that is a member of the ﬂederal reserve system
and two groups have cnly 2. Out of the 34 leading éroups, 24 have five

or more banks that are members of the Federal reserﬁe system. All of

these groups may be identified in the appendix, Tabﬂes I and III.
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Table WY ~ Groups and Chains by Number of Banks in Rach
Belonging to the Federal Reserve Systom,

December 31, 1931

Fumber of
national and
State member Leading | Other

banks in each
system groups | groups

Thmber of systems

Chains

no =

1l Il PPrwOmIToMm

F ol | B e Wy Y|

WR-ltowm WO
TEHFEFT T HOohes RO =

IR EE

—
]

Al I

FOIFFEFFRHEHFRDAWHE D ou g -

T™

L9
LW

17

Of the 304 banks belonging o miscellancous|groups on Decomber 31,
1931, 107 were national banks and 34 were State banks| ®mlonging to the
3¢
FPederal Reserve System, as shown in Table ¥%5. Of the|63 miscellaneous groups

g€ included no national banks or State banks which were members of the Pederal

Reserve System. These 8 groups would not be subject to Federal regulation

under the Glass bill.[,J- 4”//2, W/K /?3'?)'

b
Table ﬁj’ shows that of the 908 banks belonging to chains 336 were

national banks and 23 were State banks which were members of the Federal
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Rescrve System. Of the 175 chains operating as of Degember 31, 1931, 145
included at least one national or State membor bank., No satisfactory pro-
posals have been worked out fo regulate such chaing, md yet the suspension
chapter has shown that there have beon many disastrous hanking expericnces
associated directly with matters peculiarly characteristiic of chain opera-
tion. P ( ﬁ 4O
Tables 45; , and Y7, respectively, classify groups and chains
according to the number of nafional banks, of member Ftate banks, and of

nonmember banks in each.

39

Tablo W¥ ~ Groups and Chains by Number of National
Banlks in Each, December 31, 1931

Ng.sizngi Fumber of systems
banks in  [Leading | Other )
ecach systom groups | groups Chaizs

0 - e 36
1 4 18 51
2 1 17 Lh
ﬁ 3 7 21

5 3 11
5 5 3 5
6 2 - 3
7 3 1 1
8 1 - 1
9 - - 1
10 2 - -
11 - - 1
12 3 - 1
14 1 - -
16 2 - -
79 1 - -
80 L = —_
Total 34 63 176
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L))

Table W6 — Groups and Chains by Number of State [Banks in Bach
Belonging to the Federal Reserve System
December 31, 1931 |

N;ﬁzgz;f Yumber of systems

State banls leading | Other Chains
in each system ] groups | groups

0 17 4o 159

1 9 17 b

2 1 5 1

3 2 - 1

4 3 - 1

5 1 - =

7 L A -

Total 3 63 176

Table ﬁ?e- Group and Chain Systems by Number of Banks in
Bach not Belonging to the Federal Reserve System
December 31, 1931

Ilfgmm:z;'bgi Humber of systems
State banks Leading | Other )
in each system | gcroups | groups Cha.._.ns
o] 1 8 1
1 1 16 2
2 4 1y )
3 6 9 L
i 3 7 i
o) 1 1 1
6 4 2
7 L 3
a8 2 1
g 1 2 2
10 1 - 1
11 - - -
12 1 - -
13 1 - -
21 1 - -
2l 1 - -l
26 1 - —-
4o - - 1
Wl L - —
Total t 34 63 176
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CEAPTER X

SYUATE REGUIATION

Many States prohibit their baunks and trust ¢
stock, and tierefore these ingtitutions can not act 4i

panies in addition to their main banking business, In

they may have affiliates which can operate as holding
stocks, and in these cages the prohibition against di
is ineffective, In other States the banks and trust
directly and, therefore, they are in position to act
themselves.

Ag g general rule, there appears to be 1littl
ing corporations from owning State bank stock. Only a
tempted to prohibit or to regulate the activity of hol
field of bank stocks,
provide for the incorporation of $wwe holding companie
powers of most corperations are broad enough to permit
stocks in quantity. ZEven wherc holding companies may

the laws of a particular State, foreign holding compan

there,

companies from owning
rectly as holding com-
many cages, however,
companies of bank

ect ownership of stocks
oimpanies may hold stock

s holding companies

e to prevent non-bank-
few States have at-

ding companies in the

In some States the general corporation law does not

s, but, as a rule, the

the holding of bank

not be organized under

ies can usually operate

The counsel of the Federal Reserve Board with the assistance of the

ecunsels of the various Federal reserve banks has prepared two digests of

State laws relating to these questions: one deals wit

regarding the purchase of corporate stocks by banks an

1 the State gtatutes

d trust companies,

and the other with State statutes regarding the purchake or ownership of
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bank stocks by holding corporations. This chapter is largely a summary

of the important points brought ocut in these d.igestﬁ of the status of the
State laws as of August 1, 1932, The digests themselves are incorporated
in this report as appendices B and C. Table 41 presents in abbreviated

form some of the princlipal features of the statutes in each State.

Banks As Holding Companies
Roughly two States out of five by statute prohibit their com-

mercial benks from owning bank stocks, and another l:ne—fifth of the
States place limitstions on their commercial banks with respect to their
bank stock holdings. Most of these limiting stipulé.tions are to the
effect that the bank c¢on not invest more than 10 tol20 per cent of its
own invested capital in the copital stock of any other one corporation.
In the remaining States unlimited stock ownership is a possibility. In
a third of these there is a positive statutory stipulation allowing the
purchase of stocks In more than half of the States|trust companies ore
either prohibited or limited in their owmership of bank stock. In the
remainder of the States where trust companies exist|it may be possible
for them to own bank stock without restriction. In|the case of both
commercial banks and trust companies, however, the power to hold bank
stock may have been limited in somo States by court|decisions or depart-

mental rulings.
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Table W1 - State Stntutes Benring on Groups

(This table has been prepared as a rough

ox to the asts of State statute by coungel as t Io the
Stote statutes governing: i
State by Holding ¢omponics for banks | Banks as holding companies
eogravhic Right of State ,
Siivision  |Right to om bamk| DOWble lebtltey) MET S B0 | mant of trut
of owmn share~ company to os
stock holders bankt to om stock -
stock
New England I
Maine - - Irplied
New Hampshire - - - | Limited
Vermont Doubtful - Limited
Magsachusetts - - - Lirdted
Ehode Island - - - Permitted
Connecticut " - Limited
Middle Atlantic :
ow York - - Prontbitedl?) | Limited
New Jersoy Limited Bemks hewvo no Nl Poermitted
Delaware - - Limited
Penngylvgnia Implied - Poermitted
Maryland - - - Pormi tted
Dist. of Col, - - - -
North Central
Michigan Irplied - Prohibited
Wisconsin Regulated and 1td. Required - -
Illinois Implied pré: Hitdm - - -
Indiana Conflict Required - -
Ohlo - - Not bank stocks
Scuthern tain
- West Virginia [For investment only - -
Virzinia - - Permitted
Kentucky  Implied prohibitiom - Iplied prauibition Implied
Tennessee Inoplied - Perrid tted
Southeastern
" North Carolina - - - Prohibitod .
South Carolina - - Pormittod Lintted .
Goorgia - - Prohibited Condi tionally
; permi tted
Florida - - Prohlivited Conflict of
: laws
Al abama No prohibition - Limlted Doubtful
Mississippi - - ' Prohibited
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Table ¥& - State Statutes Bearing on Group:

- 204 -

(Continued)

State statutes governing:

Holding companies for banks Banks as holding co.ampanies
State by Right| of Stat
S . s £ o ate .
geographic Risht to owm bank |20UPle liability omercial Rignt of trust
division of own share- company to own
stock . ba: to own
holders tock stock
Southwestern
Louisiana Doubtful - Permitted
Texas Doubiful - Amount of bank stock limited
Arkansas Ixgplied - - | Permitted
Oklahoma Implied - Not bank stocks
Western Grain !
Minnesota - o Prohibtited
Nortin Dakota - - Prohibited | -
South Dskota - - Prohibited
Iowa Implied prohibition - Prohibited ,
Nebrasgla - - Prohibited Foraibiod
Missouri - - Prohibitedl 1) Timited
Kansas Tmplied(1) Surety 1oy be exacted Prohibited Limited
Rocky Mountain
Montana - - Prohibited ' Permitted
Idaho No prohibition Banks have no D. L, Prohibited
Ayoming - - Prohibited
Colorado - - Prohibifted | Permitted
Few Mexico Implied - ILimited | Permitted
Arizona Ko prehibition - Mast be approved
Utah Implied - Must be approved
Nevada Implied - Prohibited
Pacific Coast
Washington Implied - Prohibited
Oregon Fermitted - Prohibited
California No prohibition - {Limited | Prohibited
1
Blanks indicate no part of the statutes bear on point,
(1)Court decisions.
Holding of Bank Stocks by Other Corporaticns

Only a few States have positive provisions i

n their statutes re-

garding the owmership of bank stock by corporations, and it is difficult to

determine with certainty the attitude of the other Sta

tes regarding this

question, particularly their attitude towards holding companies of bank
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stockses In many cases the corporation law appears to provide for holding
company operation in genernl, and nothing appears in the statutes to indi-
cate directly that they might not own bank stocks freely. On the other hand,
there is a legel doctrine extant in some jurisdictions to the effect that a
holding company is really engaged in that business in which it owns and con-
trols operating corporations. Therefore, a bank holding coxpany might be
sald to be in the banking business, Many of the State banking codes provide
that all banking corporations operating in that State, other than national
banks, be organized under the banking laws, A bank holding company might be
construed to be operating in vioclation of this principle., It has not been
possible to review the court decisions in the forty-elght States bearing uvpon
these points, and the following paragraphs with respect to existing law are
based wholly on statutes.

Two States, West Virginia and New Jersey, have definite statutory
provisions which appear to be intended to prevent control of banks by non~
banking holding companies. A statute in Vermont, though apparently not di-
rected at banlkz holding companies, may nevertheless curtail their activities
(see Appendix), There is & ruling of the Attorney General of Missouri op-
posing the bank holding company. Wisconsin and Indiana have attempted to
make shareholders in bank holding companies liable for assessments against
the company because of bank stock owned. Officials in both Chic and Michigan
have sald that in those jurisdictions shareholders in holding companies might
be construed to be liable in this connection.

West Virginia, ~ This State probably has gone further than any

other ir a positive attempt to curtail bank holding company activity. A law

of 1929 provides: ()

eciin § Chagutine sy AT A 1757
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"It shall be unlawful for any firm, association or corporation
to purchase and hold stock in any banking institution ocrganized or
authorized to transact business hereunder for the purpose of sell-
ing, negotiating or trading participation in the ownership thereof
elther for the purpose of perfecting control of one or more such
banking institutions or for the purpose of inducing other persons,
firms or corporations or the general public to become participating
owners theiein. Nothing beiein shall prevent the ownership of
stocks in any such banking institution by any corporation for in-
vestment purposes,'
It will be noted that no penal provision is included in this statute, It
raises the guestion to what extent it would be effective ageinst holding
corporations organized in another State.
New Jersey. - The situation in New Jersey presents a curious anomaly,
A statute of 1928 Y, , . prohibits corporations that own more than ten per
cent of the stock of any bank or trust company in the State from purchasing
after the date the statute became effective more than ten per cent of the
stock of any other bank or trust company doing business in the State, This
statute does not require corporations to dispose of any bank stock that they
may have owned before the law became effective. . ' On the otiner hand,
neither banks nor trust companies in New Jersey are limited as to stock owner-
ship and they are specifically exempfed from the prohibition above outlined,
In four other States, California, New Yoriz, Washington, and Wisconsin, bills
have been proposed which sought to control the movement by machinery com-
parable to that in New Jersey.
Migssouri. - A ruling of the Attorney General of Missouri denies
the right of a bank holding company %0 sell stock in that State on the ground
that group banking is branch banking under a different guise, Branch banking
is illegal in that State, This ruling, however, would not seem to reach a

foreign holding company which buys the stock of Missouri banks, provided its

own stock is not offered for sale in that State, There uave been legislative
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proposals for prevention of group end chain banking among banks in Arkansas
and Nebraska.
Wisconsin., ~ The laws of this State impose double liability on the
stockholders of bank holding companies by provisions which have been summa-
rized as follows:(1l)

Domestic corporations and foreign corporations authorized to
do business in the State which own or control the stock of a State
bank or trust company shall be held liable for any assessment made
against the stockholders of such bank or trust company to the par
value of the stock so owned or controlled; and such holding cor-
porations are required to deposit with the State Treasurer securi-
ties equal to fifty per cent of the par value of the stocks of
State banke or trust companies owned or controlled by such holding
companies, except that the aggregate amount of such securities shall
not exceed the largest amount required to be deposited by Wisconsin
trust companies,

If the stockholders' liability of any such heolding company is
not fully paid, the stockholders of such holding company are liable
for an assessment sufficient to cover the deficit,’

Indiang. — In this State, the double liability statute is an fol~

lowszce)

"The shareholders in any corporation formed under the provisions
of any law of this State for any purpose whatsoever, and the ghare-
holders in any corporation formed under the laws of any other State
or country and admitted to do business in this state, shall be held
individually responsidble for all contracts, debts and engagements of
any bank, the shares of which are held by any such corporation, each
to the amount which the gaid shareholder's interests in gaid cor-
poration, as represented by his shares of capital stock in the same,
bears to the total amount necessary to be collected from the holders
of shares of stock in any such bani, ***!

Oregon. - In Oregon a holding company controlling a bank may not
borroew from such bank ner may the holding company sell securities of other
corporations controlled by the holding company through such bank without re~
ceiving permission'from the corporation commissioner.

Arkensas, - Arkensas has a provision somewhat similar to that in

0regon;(3)

(1) Cnapter 445, Wiscongin Lams of 1929—-Published, August 30, 1929,
(2) section 4--Act apuroved March 2, 1931,

(3) Section 3 of Act No, 252 of the 1931 Acts of lrkénaaa, approved March
31, 1931.

Federal Reserve Bank of St. Louis



Digitized for FRASER

', . . any person or persons, and/or any company, co-~partnership, cor-
poration or other legal entity in which such person or persons own

or control a substantial interest, owning either singly or joint-

ly an sggregate of fifty {H0) per cent or more of the capital stock

of three or more banks and/or trust companies, tius forming a chain

or group of banks and/or trust companies, shall be, and are hersby
prohitited from borrowing from, or becoming indebted to, such banks
and/or trust companies, thus owmed and conirolled, in any emount or

in any manner, ., .V

Ineffectiveness of State Regulation:

This summary of the situation in the varions States with respect
to the regulation of groups and chains indicates that little of importance
has been accomplished. In trying to deal with the bank holding company
States are confronted with the problem of the dunl banking system, A State
probably can prevent a holding company from gaining conirol of its own banks
and trust companies by reveking charters of such banks or trust companies,
when conirol is proven., In order to bring to light all cases where such a
condition exists elaborate machinery would doubtless be necessary. BRevolking
of charters, however, is a drastic remedy for either national or State
authority to mse in view of the competition whicn exists between the two
systems, It is conceivable that a bank holding company might specialize
in nationazl banks and be represented in every State in the Unions It is not
clear how effective any State could be in reaching such a situation. It
might, of course, deny to a national bant belonging to such a helding company
the right of being a 8tate depository.

A State might bring under its visitorial activities any holding com-
rany wihich owned control in a bark or trust coma&i;zgfrated in t /t/?:?-'z)
State, It would use much the same machinery as the Glass bil%gproposes with

respect to members of the Federal Reserve System, In fact legislation exigts
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in Kansas giving the bank commissioner suthority to ¢éxamine affiliates of
banks including those which may own as mach as 25 per cent of the stock of

any bank in that State., (See digest in appendix,)
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CEAPTER X1

o~

Group Bonking

The bank holding company, as it has developed since 1927,
is an instrument of banking concentration which aims at objectives
similar to those of branch banking. Many of the managers of hold-
ing companies themselves have indicated that they would prefer to
operate their organizations as branch systems if the law permitted.
The most significant part of the group movement consists of less
than two score holding companies, conirolling in 1931 about 700
banks and about $6,000,000,000 of loans and investments.

Thesc group organizations have had their groatest develop—
ment in those States where branch offices are either wholly prohibited
or are limited to local arcas, Of the 674 banks belonging to the lead-
irg groups at the end of 1931, 307 were in States then prohibiting the
establishment of branches, and 93 were in States wherc administrative
ruling did not allow new branches although the statute was silent on
the subjects Thus, these 400 banks could not at the end of 1931 have
been operated as branches of the leading bank, Moreover, 249 of the
banks in leading groups were located in States which allowed branch
offices only in limited arcas adjacent to the head office., Because
of such limitations most of this group could not ﬂow be converted

into branches of the dominant bank,.
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A very small number, 25, of the banks in the leading groups
were located in state-wide branch banking States. In addltion to the
700 banks belonging to the major groups, about 300 banks belonged to
about 50 miscellaneous groups, meny of which bear little resemblance
to the major holding companies. Many of the miscellaneous groups
came into existence by reason of the association of twe or three
small banks with some large city bank,

Because of the relatively short expericnce with the bank
holding company, statistical evidence 1s lacking with respect to
what may be accomplished regarding the profits and costs of the
individual banks belonging to groupss Moreover, the complicated
interrelationships of many corporations mgkes it difficult to de-
termine the position of the entire group through formal inceome
statementss It is not yet clear whether the holding company will
be able to operate a small separately incorporated bank more eco~
nomically than it could be operated as a separate concerne

The degree of centralization of mamazement varies great-
ly from group to group. Some of them approximate a well organized
branch system in this respect, Others appear to leave more local
autononmy to the individual banks. In organizations of this type,
however, there is usually a tendency towards increasing centraliza-

tion of management.
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The group movement, as represented by the leading hold~
ing companies, has covered such a brief period of time that few con-
clusions can be drawn as to the safety record of this type of b ank~
ing compared with tho record of independent unit banks., Groups,
however, have done little to strengthen the banking structure in
the small towns and rural communities. Relatively speaking, hold-
ing companios have not acquired many banks of less than $500,000 of
loons and investments.

The Problem of Groups. - The chiof weakness of the hold-
ing company device as an instrument for strongthening the banking
structure lies in its manipulative possibilitics, and the difficulties
of adequate supervision., In the period of adjustment through which
the country has been passing, there have been frequent cxamples of
the sbusec of the holding company in fields other than banking. The
complicated interrelationship of many corporate ontities is a con-
vonient vehicle for the zetivities of the unserupulous, The major
part of the bank holding company movement has been in the hands of
conservative bankers, but there are cxamples of the comsequences
when conditions arc otherwise. The fact that the bank holding come
pany movement largely matured in am era of gpeculation mokes dif-
ficult its dissociation from some of the manipulative operations of
the times. Shifting of assets betweon different elements of a group
and the splitting of credit lines are among the more potent abuses

to which this form of banking organization is open,
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The problem of groups is bound up inextricably with the
broader problem of the banking structure in general, 3Bank holding
companies have developed partly because of the legal necessity of
separately incorporating banking offices, and the dual system of
banking control, State and national, has made adequate supervision

and control over groups difficult.

Lhain Banking

The control of a number of banks by one or more individuals
knowmn as chain banking began to appear in this country before the be-
ginning of this century. The number of such arrangements multiplied
with the pagsage of time, and indeed thcy were the predccessors of
the more modern groupse. The statistics as of the end of 1931 account
for about 175 chaing, including about 900 banks with an aggregate bank-
ing strength of about $1,000,000,000 of loans and investments. The
community of interest in a chain of banks is elusive, and it is quite
possible that the official statistics have not recorded o1l of the
casess There are instances in which the investment in bank stock
brings about a cormunity of interest in scveral banks, without a
deliberate intent to control. Chain interests in mony instances do
not openly avow their responsgibilities as do the modern bank holding
cormpanies,

The very elusivecness of the movement presonts one of its
gerious problems. The ease with which neow banks have been char-

tered, partly as a reosult of the competition between State and
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national systems, and the small capltal outlay needed to secure
control over a string of banks are associated with the growth of
chains and the high rate of incompetent mansagement among theme
Many fallures of chains have resulied because they were operated
by men Inexperienced in banking. In many cases the chain of banks
has been utilized as an avenue through which te finance the often
speculative outside undertaikings of the dominant interoestss In

some cases control has been exercised over a string of banks with

a very small investment, stock omed in one institution being used

as security for a loan the proceeds of which are used in the pur-

chase of stock in another,
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APPENDIX A

Statistical Tables
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Table I - Groups:

in Whichk Operating,

Loans and Investments b%— {;1ass of Bank and Mumber of States and Cities
1) Dscember 31, 1931

Loans and igvestments

Group . in thousands of doilars Kumber] Fumber
number ¥ame of group and location of head office Nation- State Non- of of

(2) Total al member member |States{cities

banlks banis banks
New England
1 Bastern Trust & Banking Co., Bangor, Maine $ 10,258 - - $ 10,258 1 3
2 Financial Institutions Isc., Augusta, laine 79,871i$ 20,991 - 58 ,850 1 7
E First National Bank of Boston, Boston, Massachusetts Lgo,43u}  hok,6B0i$ 52,9831 22,801 1 18
Fational Shawmit Bank, Boston, Massacmsetts ke, 417 138,251 - 4,136 1 6
5 Western iass. Banking Associates, Greenfield, Mass. 5,436 5,436 - - 1 3
6 Worcester Co., Bazk & Trust Co., Worcester, Mass. 69,326 29,901 36,450 2,945 1 6
1 Industrial Trust Co., Providence, Rhode Island 139,201 0,294 129,378 3,529 1 2
8 Bridgeport City Trust Co., Bridgeport, Conmecticut 34,968 - - 34,968 1 3
9 First National Bank, Bridgeport, Comnecticut 20,466 17,611 - 2,855 1 1
10 Hartford Connecticut Trust Co., Bartford, Conn, 23,347 5,953 - 29,394 1 7
¥iddle Afjantic
11 Banca Commerciale Italiana Trust Co., Wew Yorlk, ¥. Y. 13,714 - - 13,714 3 3
12 Central Hanover Bank & Trust Co., ¥ew York, N. Y. 545,533 1,124 538,840 5,569 2 3
13 First National Bank & Trust Co., Elmira, N. Y. 16,578 15,548 - 1,030 1 h
1l First Trust & Deposi;cﬁ Co., Syracuse, N. Y, 97,145 7,681 81,295 g,169 1 15
15 Interbancg Investors Le., Buffalo, N. Y. 11,973 6,714 - 5,259 1 3
16 Marine Midlard Group Inc., Buffalo, N. Y. 141,553 43,840 | 312,176 85,537 1 13
17 The Benhattan Co., New York, N. Y. T 31,511 -~ T 3ii,285 3,226 1 3
13 forthern N. Y. Tr. Co. and tae Horthern N. Y. Se-

curities Corp. 14,514 1,582 11,551 1,381 1 6
19 Ogdensburg Prust Co., Ogdensturg, ¥. Y. 9,325 2,248 6,652 Y25 1 7
20 Orange County Associates Inc., Goshen, H, Y. 13,174 13,174 - - 1 6
21 Camden Safe Deposit & Ti. Co., Camden, New Jersey 33,849 PGl 32,233 1,052 1 3
22 City National Bank, Hackensack, New Jersey\J> 4,920 3,923 257 700 1 5
2 Hidson Co. Naticnal Bank, Jersey City, New Jersey(fﬂ) 43,339 32,305 - 11,034 1 3
2 Mechanics Trust Co., Bayonne, New Jersey 13,626 1,372 - 12,254 1 2
25 ¥ontclair Trust Co., Montclair, New Jersey 18,535 1,483 12,307 4,745 1 2
26 Bank of Nutley, ¥utley, New Jersey 400 1,645 2,755 ~ 1 1
2] | Peoples Trust & Guaranty Co., Hackensack, New Jerseyl3)!  2l,285 1,577 22,708 - 1 8
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Table I - Groups: Iocans and Investments by Class of Bank and Number ¢f States and Cities
in Which Operating,(l) December 31, 1931 (Contimed)

Loans and investiments
Group in thousands of dollisrs Murber | Number
mmber Name of group and location of head office Ration- State Non- of of
(2) Total al member member | States|cities
banks banks banks
Middle Atlantic (Contimued)
28 Plainfield Trust Co., Plainfield, Xew Jersey 18,1801 % 431 17,749 - 1 1
29 Union County Trust Co., Elizabeth, New Jersey 15,842 902 2,7771$ 12,163 1 3
30 United Stategs Trust Co., Paterscn, New Jersey 20,515 - - 20,51h 1 1
71 fest Jersey Trust Co., Camden, Liew Jersey 10,019 - - 10,019 1 2
32 West Side Trust Co., Newarlr, New Jersey 12,391 2,748 - 9,643 1 1
33 Colonial Trust Co., Pittsburgh, Pennsylvania 28,490 2,050 ok, 895 1,545 1 2
3 Commonwealth Trust Co., Pittsburgh, Pennsylvania 16,477 - 13,271 3,205 1 L
35 Monongahela Trust Co., Homestead, Pennsylvania 10,223 3,076 - 7,147 1 2
35 Peoples Pittsburgh Trust Co., Pittsburgh, Pemmsylvania 166,375 78,558 85,604 2,813 1 2
37 United States National Bank, Johnstown, Pennsylvania 15,961 11,716 - 4,245 1 2
38 Union Trust Co. & Melbank Corp., Pitisburgh, Penna, 582,763 314,751 218,555 4g,u57 1 16
{North Central
39 Detroit Bankers Inc., Detroit, Michigan(l) 513,572]  bs5L4,668 - 58,904 1 g
0 Guardian Detroit Union Group Inc., Detroit, Michigan 333,769 237,030 46,559 0,180 1 23
L3 Wisconsin Bankshares Corp., Milwaukee,: Wisconsin 231,394 183,951 16,880 30,563 1 26
Lo Central Republic Bank & Trust Co.,(3) Chicage, Illinois 183,602 10,286 153,370 19,946 1 3
_ b3y First National Bank,(3) Chicago, Illinmois 596,290  ho2,u437 13,2840 180,569 1 1
uy National Repubiic Bancorporation, Chicago, Illinois 55,ETE_—————T,E&j"——————-968 —afee | —3—+1—2 —
45 State Savings Loan & Trust Co., Quincy, Illinois 4,32 - 3,310 1,014 1 2
L6 First and Tri State Corp., Fort Wayne, Indiana 3,759 2,198 - 1,561 1 5
47 0id First National Bank & Trust Co., Fort Wayne, Ind. 35,3711 2k, 2Up - 11,129 1 2
HE: BancOhio Corp., Columbus, Chio 61,306 Bh. 147 - 6,159 1 9
Southern licuntain _
49 First National Bank Trustees, Iouisville, Kentucky 45,672 24,52y 16,385 4,763 1 5
50 American National Bank, Rashville, Tennessee 62,602 48,623 - 13,979 1 15
51 Comrerce Union Bank, Nashville, Tennessee 12,263 4,956 - 7,307 1 2
52 Hamilton National Associates Inc., Chattanooga, Tenn, 34,932 32,139 - 241973 2 17
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Table 1 -~ Groups:

in Which Operating,{1) December 31, 1931 (Contimead)

Loans and Invesiments by Class of Bank and Number of States and Cities

Loans and investments

Group in_thousands of dollars Number| fflumber
number Name of group and location of head office Nation- State Hon- of of
(2) Total al member member | States| cities
banics banks banks
Southeastern
5 Socarnat Corp., Charleston, South Carolina $  33,2U7($ 27,088 - 6,159 2 Yy
5 Citizens & Southern Hational Bank, Savannah, Georgia h7.136 52,676 - 4,b60 2 6
55 First National Bank of Atlanta, filanta, Georgia gk4,723 81,239]$ 13,8k - 1 6
56 Almours Securities Inc,, Jacksonville, Florida 21,197 18,151 - 3,0U6 1 8
57 Atlantic National Bank, Jacksonville, Florida 30,838 29,933 - q05 1 6
58 Barnett National Bank, Jecksomville, Florida 16,571 16,571 - - 1 5
59 -} First National Banik, Miami, Florida 16,716 16,100 - 616 1 L
60 American Securities Corp.,iMobile, Alabama 3,112 1,614 - 1,498 1 5
61 First National Bank, Birminghem, Alabama 50,108 hg,6u5 - 1,463 1 3
62 Britton & Koontz Inc., Natchez, Migsissippi 2,217 2,057 - 160 2 3
Southwestern
6 Commercial National Bank, Shreveport, Louigisna 26,354 19,254 4,876 2,224 2 5
6 Interstate Trust & Banking Co., New Orleans, Louisiana 23,042 - 19,780 3,262 3 9
65 Continental Bank & Trust Co., Fort Worth., Texas 6,133 5,308 - 825 1 11
€6 J. #. Crews & Assoc., Childress, Texas 1,537 857 75 605 1 9
67 Mercantile Bank & Trust Co., Dallas, Texas 15,380 - 14,027 1,353 1 8
68 Republic ¥. B. & Trust Co., Dallas, Texms 52,202 49,379 - 2,823 1 3
69 Exchange National Bank, Tulsa, Oklahoma 48,026 41,138 - 6,888 3 17
Wegtern Grain
70 Bapkz Shares Corp., Minneapolis, Minnesota 5,329 1,680 - 3,649 1 1
71 First Bank Stock Corp., Minneapolis, Minnesoila 312,182 268,142 12,802 31,238 5 gl
i2 Yorthwest Bancorporation, Minneapolis, Minnesota 316,213 267,040 15,262 33,911 8 115
7 St. 0laf Cullsge & P. 0. Hollend, Northfield, Mianm, 2,060 501 - 1,5%9 2 g
7 C. J. Welser Inc., Decorah, Iowa 4,075 - - 4,075 2 8
75 Commerce Trust Co., Kansas City, Missouri 71,594 2,613 65,844 3,137 1 1
76 Lafayette South Side Bank & Trust Co., St. Louis, Mo. | 32,795 8,981 23,814 - 1 2
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Table I - Groups:

in Which Operating,{1) December 31, 1931 (Contimued)

Loans and Investments by Class of Bank and Number of States and Cities

Loans and investments

Group in thousands of dollars Fumber| Number

number Name of group and location of head office Nation- State | Non- of of
(2) Total al merber member |States|cities

banks banks banksg
Rocky Mountain
77 First Hational Investment Co., Boise, Idaho $ 11,035t % 7,371 - $ 3,604 2 10
78 Vollmer Clearwater Co., Lewiston, Idaho 4,232 3,176 - 1,056i 2 9
79 First Security Corp., Ogden, Utah 33%,0h2 11,2178 9,200 12,635 3 26
Pacific Coast
20 American Securities Co., Spokane, Washington 5,637 - - 5,637 1 E
g1 Coffman Dobson Bank & Trust Co., Chenslis, Washington 2,118 - 1,659 L7 1
g2 First ¥ational Bank, Seattle, Washington 69,128 67,584 - 1,504 1 1
8 Hall Investment Co., Carnation, Washington 613 - - 613 1 Lo
au Marine Bancorporation, Seattle, Washington 32,352 30,831 - 1,521 1 & w
g5 014 ¥ational Corp., Spokane, Washington 29,247 26,875 - 2,372 2 15 <
86 Peoples Corporation, Seattle, Washington 12,232 386 ,910 2,336] 1 2
87 Yakimn Holding Co., Yakima, Washington 6,607 6,349 - 258 1 2
88 Linn Securities Co., Albany, Oregon 2,553 868 873 812 1 1
g9 QOregon Investor Corp., Hillsbors, Orezon 1,309 917 - 352 1 g
90 Pacific Bancorporation, Portland, Oregon 9,732 5,732 - - 1 '
91 U. S. Hational Corp., Portland, Oregon 71,909 70,632 - 1,277 2 7
92 Anglo Wational Corp., San Francisco, California 160,154 151,256 - 8,898 2 16
93 Associated Cnlitalo Heldings Ltd., San Francisco, Colif, L 258 2,227 —g311 2 4
gl Clitizens ¥ational Trust & Savings Bk,, Riverside, Calif, 7,906 ﬁ ,011 - 3,295 1 2
g5 Sebastopol National Securities Co., Sebastopol, Calif, 2,054 ?60 - 1,294 1 2
96 Security First National Bank, Ios Angeles, California w5, Khg yhl 750 - 799 1 3
97 Transamerica Corp.s San Francisco, California 877,652 821,350 - 56,302 2 7
i UNITED STATES $8,715,779! $5,290,132|$2, 355,093 $1,070,554

(1) States and cities in which head offices of individual banks are located.

{2) on

subsequent tables,

(3) Control both personal and corporate,
(%) Does not include several small banks in which the control is less than 20 per cent
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Table II ~ Chaing: Ioans and Invesiments b ass of Bank and Mumber of States and Cities
in Which Operating, December 31, 1971
Loans and investments
Chain. in thousands of dollars Number} Humber
Neme of chain and location of head office Nation—| State Hon- of of
number Total al member | member
(2) ‘banks banks banks |States| cities
New England
1 J. C. Makepeace & Family, Wareham, Mass. $ 8,2291% 2,460 - $ 5,768 1 i
Middle Atlamtic
2 | F. W. Crandall & Family, Westficld, N. Y. 5,576 %,117]% 1,034 host 1 4
3 G. W. Hamlin & Family, Holcomb, N. Y. 9,046 5,866 - 3,180 1 4
4| ©. E. Eulbert & Associaies, Downsville, N. Y. 4,5931 4,593 - - 1 L
5 ¥. J. & F. J. Humphrey, %arsaw, N. Y. 13,744 8,255 - 5,489 1 7
6 Leslie R. Palmer (Estate of), Irvington, N. Y. 27,263 24,060 - 3,203 1 L
7 Dobler Brothers, Paterson, M. J. 2,338 - - 2,338 1 2
g J. D. Everett & H. L. Holmes, Orange, N. J. g,280 7,013 - 1,267 1 2
G V. C. Heppenheimer, Jersey City, N. J. 75,021 - - 75,021 1 3
10 Kean Family, Elizabeth, N. J. 37,1560 21,711 6,269 9,146 1 4
11| Wational Iron Back, Morristown, N. J.(3) 7,341 6,368] - 973 1 3
12 J. J. Stamler, Newark, N. J. 33,8131 20,L66 - 13,347 1 I
13| Berwind-Thite Coal Mining Co., Philadelphia, Penna. (4) 5,473 351l 6,102 - 2 5
1k Carlisle Trust Company, Carlisle, Penna,\ 4,290 1,131 3,159 - 1 3
15 First National Bank, Johnstown, Penna, 18,589 15,327 - 3,262 1 1
16 Union Trust Company, New Castle, Penna. 11,563 7,569 - 3,99 1 1
North Central
17 Cornelius Gerber, Fremont, Mich. 2,173 - 939 1,234 1 5
18 John C. Hicks, St. Johns, Mich, 1,878 615 - 1,26% 1 3
19 Frank Hubbard, Detroit, Mich. 1,644 - - 1,644 1 3
20 C. W. McPhail, Central lake, Mich. 2,128 - - 2,128 1 9
21 Franlk W. lierrick, Saginaw, Mich. 1,497 - h30 967 1 i
22 A. E. Sleeper, Bad Axe, Mich. ,250 457 297 3,496 1 13
23 William Alden Smith, Grand Rapids, Mich. 15,678 - 14,880 798 i 2
24 Frank Wolf, Detroit, Mich. 21,55 7,935 - 13,620 1 7
25 Harry D. Baker, St. Croix Falls, Wisconsin a7 - - g7 1 5
25 C. C. Brown, Kenosha, Wisconsin 9,248 8,872 - 37680 1 1
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Table II - Chains: Loans and Investments by Class of Bank and MNumber of States and Cities
in Vhich Operating,(1l) December 31, 1931 (Contimued)
Loans and investments
Chaing in thousands of dollars Fumber ; Fumber
Neme of chain and location of head office Nation=} State Non~ of of
mamber Total al member | member L
(2) banks banks banks States|eities
¥orth Central (Continued)
27 C. C. & A. E. Coe, Almena, Wisconsin $ 794 - - $ 79U 1 L
28 J. W. Dunegan, Stevens Point, Wisconsin 3,2921$ 2,390 - 902 1 L
29 First National Bank, Racine, Wisconsin 12,249 10,83% - 1,416 1 2
30 Judson Rosebush, Milwankee, Wisconsin 8,112 7,356 - 756 1 3
31 Ralph N. Ballou & E. L. Wagoner, Chicago, Ill. 9,&;3{0 2,667 - 6,703 1 2
32 | A. W. Baltz, Bast St. Louis, Ill. 10,h821 9,759 - 7231 1 6
33 Albven F. Bates, Elmhurst, Ill, 3,181 - $ Lbydy 2,737 1 4
34 |  Joun A. Carroll, Chicago, Ill. 6,226 5,302 - gelf 1 1
35 John Clay, Chicago, Ill. 6,496 4 hgp 1,168 836 i g
2% | Pirst National Bank & Trust Company, Bloomington, I111.(H) 3,068 3,187 - gl 1 3
37 Morris Family, Chicago, Ill. 15,862 15,862 - - 3 3
38 W. Pitts Barnes & Associates, Cleveland, Ohio ehy 158 - 86 1 3
39 W. G. Mather, Cleveland, Chio 6,371 5,999 - 372 1 Y
Southeastern
Lo L. O. Benton, Honticello, Ga. 397 298 - 99 1 3
W1 First National Bank, Columbus, Ga. 3,360 1,561 - 1,799 1 1
4p Exchange National Bank, Tampa, Fla. 14,146 10,271 - 3,875 1 8
L3 First National Bank, Tampa, Fla. 15,429 12,785 - 2,68 1 6
Hif Cary A. Hardee, Live Oak, Fla. 525 - - Heh 1 3
45 Pirst National Bank, Clanton, Ala. 1,473 950 - 523 1 g
JITY First National Bank, Dothan, Ala, 7,622 6,830 - 792 2 5
47 | OCapital Fational Bank, Jackson, Miss.(3) 6,533! 2,625 - 3,908 1 7
Lg First National Bank, Hattiesburg, Miss. 3,984 3,450 - 534 1 4
L9 Grenada Bank, Grenada, Miss. 5,653 - - 5,653 1 3
50 Morris Lewis, Lexington, Miss. 1,233 - - 1,233 1 3
Southwestern
51 | Colcasieu National Bank, Lake Charles, Ia.(H) 11,289 11,047 - ohal 1 6
52 Firgt National Bank, Shrevepor®, La. 19,639 13,990 - 5,649 2 2
53 L. P. Atmar, Groveton, Texas 953 684 - 269 1 2
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Table II - Chains:

in Which Operating,{1) December 31, 1931 (Continued)

Loans and Investments by Class of Bank and Number of States and Cities

Loans and investments

Chain in thousands of dollars Number | Number
Name of chain and location of head office Nation- | State Non~ of of
numbe ] Total al member | member L.

(2) banks banks banks | States [cities

Southwestern (Contimied)
54 | R. C. & D. R. Couch, Haskell, Texas $ 1,201|$ 638[% 206|$ U1y 1 g
55 F. L. Dennison, Temple, Texas 1,252 1,208 - Yy 1 y
56 L. M. Feagin & John K. Kirby, Houston, Texas 546 - - 546 1 4
57 ¥. H. Fuqua, Amarillo, Texas 5,682 %,973 - 709 2 5
58 Henry James, Abilene, Texas 2,761 2,648 - 113 1 4
59| . C. Parrish & Associates, Austin, Texas 1,155 - - 1,155 1 g
60 H. B. & H. L. Seay & Associates, Mercedes, Texas 2,072 756 - 1,316 1 Y
61 Carter Steward & Associates, Houston, Texas 1,059 595 - hol 1 3
621 H. H. Thompson, Houston, Texas 184 - - 184 1 3
63| C. L. Wilkins & Associates, Brenham, Texas 832 Kak - ougl 1 it
64| I. H. Nakdimen, Forth Smith, Ark. h,254% 3,685 - 569 2 g
65 Veil Sims, Fort Smith, Ark, 7,298] 7,183 - 115 2 3
66 Edward Stevzns, Ru.ahing, Arlz, 2h2 - - 252 1 3
67| B- M., R. G., & G. W. Athey, Enid, OKXla. 1,666 312 - 1,354 1 3
68 H. T. & N. Douglas, Shawnee, Okla. 3,024 2,378 - 644 1 6
69 Willard Johnston & Family, Shawnee Mounds, Okla. 2,584 1,974 - 610 1 7
70 E. C. Mullendore & Family, Cleveland, Qkla. 900 ghg - 51 1 3
71 %. D. Myers, Alva, Okla. 1,007 973 - 3 2 L
i2 C. ¥. Stuart, Pawbusks, Qkla. Lo 352 - 90) 1 3
731 J. ®., J. L., and W. E. Stuart, Laverne, Okla. 642 6o - - 2 3
7h Thurmend Brothers, Oklahoma City, OKla. 3,409 2,388 - 1,021 2 17
75 L. &. Voorhees, Oklahoma City, Okla. 2,645 2,062 - R&3 2 3
76 R. A. Vose & Assoclates, Oklahoma City, Okla. 1,502 1,236 - 266 1 g
11 H. K. Wooten, Chickasha, Okla, 2,641 2,641 - - 1 )
78 M. L. Harris & W. Mathies, Wister, Okla. 553 - - 553 1 L
Western Grain

79 | ~ Adams Tnvestment Company, Fergus Fells, Minn,(3) 2,715 2,174 - shll 1 3
80 J. W. Black Company, Minneapolis, iinn. 2,059 1,723 - 335 a 6
81 Otto Bremer et al, S5%. Paul, Kinn. 46,316{ 25,200 1,087 20,029 L 47
g2 Edwin Brickson, Adrian, Mimn. 1,161 118 - 1,043 1 6
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Teble II - Chaing:

in Which Operating,(1) December 31, 1931 (Continued)

Loans and Investments by Class of Bank and Number of States and Cities

Loans and investments

Chain in thousands of dollars Number ; Number
Name of chain and location of head office Nation- State Non- of 0F
namber Total al member | member T

f?'J banks banks banks States|cities

Western Grain (Contimed)

8% | John C. Carlson, Rush City, Minn. $ 2,882 1% 471 - $ o,b11} 1 &
84 L. G. Castle, Duluth, Minzn. 8,347 &,347 - - 1 2
85 Alfred Christopherson, Albert lea, Minn, 762 268 - Yol 2 5
86 ¥. W. Dean, Adems, Minn, g7 ko2 - 572 2 4
87 D. W. DuToit et al, Chaslm, Minn. 1,752 128 - 1,624 1 Y
88 D. M. Guon, ¥. E. King, A.King, Grand Rapids, Minn. 2,108 1,855 - 253 1 7
89 Isaac Hazlett et al, Minneapolis, Minn, L5361 3,993 - 54zl 1 16
90 1. H. Ickler, St. Paul, Minn. 1,533 673 - 860 2 5
91 A, J. Johnson, Granite Falls, Minn. 799 - - 799 2 3
g2 C. H. Klein, Chaska, HMinn, 3,661 2,662 - 999 1 8
9 J. Lempert Company, St. Paul, Minn.(3) 2,131} 1,012 - 1,119] 2 g
9 Harry Lee, Long Prairie, Minn. 1,871 879 - 992 1 6
95 Sarmel Iewison, Carl C. Swenson & J. F. Frieg, Canhy, Minn. SEG 563 - 293 2 3
96| . C. H. March, Litchfield, Minn. 2,047 1,372 - 675 1 b
97 T. P. l¥cClure, Litchfield, Minn. 1,786 - - 1,786 1 3
3¢ | Hidway National Compeny & H. H. Bigelow, St. Paul, Minn. (3) Luge | 3,215 - 1,267 1 1
99 Rufus R. Rand, Mowtdeeddor—idinn, ' O tmers), 989 - - 989 1 5
100 ®. R. Sawyer, Goodme, Minn, 4 9l3 Lg7 - TS 1 2
101 J. G. Schmidt, Northfield, Minn. 989 LE3 - 526 1 4
102 Geo. E. Towle et al, Minneapolis, Minn. R&7 Ly - 103 2 3
103 A. L. Ward (Estate of), Fairmont, Minn, 1,828 1,828 - - 1 4
104 H. A. Warner, White Bear Iake, Minn. 674 - - 674 2 b
105| F. L. Goodman et al, Grand Forks, N.D. 1,746 1,198 - 58 2 7
106 Peterson, Akin Estate et al, Harvey, N. D. 271 111 - 160 1 3
107 J. H. Wishek, Ashley, N. D. 911 - - 911 2 6
108 | M. Plui Becbe, Ipswich, S. D. 1,378 - - 1,378 1 6
109 G. F. Schneider et al, Rapid City, S. D. 3,508 - - 3,508 1 6
1101 J. A. Bradley, Centerville, Iowa 2,352 1,01k - 1,338 1 5
11l Brenton Brothers, Des Moines, Iowa 2,282 1,510 - 772 1 i
112 E. 7. Dufer, Diagonal, Iowa 763 763 - - ] 3
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Table II -~ Chains:

in Which Operating,(1l) December 31, 1931 (Contimued)

Ioans and Investments by Class of Bank and Number of States and Cities

Loans and investments

Chain in thousands of dollars Number| Number
Heme of chain and location of head office Nation~ State Non- of of
number Total al member | membor
(2) banks banks banks |States|cities
Western Grain (Continued)
11 Fred J. Figep, Calmar, Iowa $ 1,061 - - $ 1,06 1 3
11 G. H. Hangen, Northwood, Iowa 1,006(¢ 791 - 2151 1 3
115 Johnson, Brush & Annis, Osage, Iowa +253 1,167 (% 772 1,31k 2 3
116 E. H. Rich, Ft. Dodge, Iowa ,2h2 - - i}, 252 2 7
117 F. L. Sawyers, Centerville, Iowa 1,L4h5 701 - T84 1 3
118 Jemes P. Toy, Siocux City, Iowa 12,496 8,926 - 3,570 3 18
119 R. E. Barber & P. H. Xannow, Kearney, Webr. R59 - - 5RY i L
120 T. F. Bimmingham & Associates, 0'Neill, Nebr. 1,353 1,280 - 13 1 3
121 . M. Brown, Cambridge, Nebr. 907 459 - Lyhe 1 3
122 ¢. F. Coffec, Chadron, Hobr, 2,507 2,507 - - 1 i}
12 E. F., Folda & Family, Schuyler, Nebr. 1,556 - - 1,556 1 3
12 C. A, McCloud & Associates, York,Nebr. 2,656) 1,884 - 7727 1 7
125 P. 0. Southwick & Family, Friend, Nebr. 1,411 810 - 601 1 L
126 G. H. Titus, Holdrege, Nebr. . 1,630 1,580 - RO 1 Y
127 H. A. & B. A. Wiggenham, Ashland, Nebr. 1,612 1,013 - 559 2 7
128 | F. L. Ford & Associates, St. Joseph, Mo.(3) 6,601 3,654 - 2,571 1 1
129 J. M. Xemper et al, Kansas City, Mo. 14,4541 3,929 - 10,52 3 10
130 Alex Rieger et al, Kansas City, Mo. Ly, 226 342 - 3,88 1 2
131 A, A. Speer, Jefferson City, Mo. 3,928 3,389 - 539 1 4
132 J. J. Benjamin, Cambridge, Kansas 177 - - 177 1 3
133 &. D. & H. 0. Benton, Oberlin, Kansas g3l 643 - 191 1 L
134 W. H. Burks, Wellington, Kansas 1,597 2881 - 716 2 a
135 J. R. Burrow & Femily, Topeka, Kansas g,u70 6,686 - 1,784 1
136 C. Q. Chandler & Associates, Wichita, Kansas 15,336] 15,336 - - 3 5
137 R. B. Christy, Scott City, Kansas 736 539 - 197 2 3
138 J. H, Collingwood & Family, Topeks, Kansas 2,608 - 1,011 1,597 1 7
139 P. Eresch & Family, Beloit, Xansas 783 664 - 119 1 3
1ho J. P. & F. R. Fair, Mankato, Kansas 500 291 - 209 1 3
143 F. ¥. Féckole & F. K. Harris, Ottawa, Kansas 1,538 1,367 - 171 1 )
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Table II -~ Chains:

in Which Operating,(l) December 31, 1931 (Continued)

Loans and Investments by Class of Bank and Number of Stateg and Cities

Loans and investments

Chain in thousands of dollars Rumber| Number
Name of chain and location of head office Nation- | State Non- of of
nunber Total al member | member .

(2) banks banls banks States| cities

Yestern Grain (Continued)
L2 Linn Frazier, Fowler, Xangsas $ HERES 178 - I$ 281 1 z
1431 J. B., P. O, & 8. I. Gardiner, Wichita, Kansas 1,809 - - 1,809 1
ER: G M. Gray & V. J. Brfglienthal, X»:.sas City, Kanaas 4,227 - - 4,227 1 1
1h5 A. D, Jellison, Junction City, Kansas 1,745 893 - 852 1 3
1h6 Leavenworth National Bank, Leavenworth, Kansas 3,268 2,657 - 611 1 2
147 G. W. Lemon, Pratt, Kansas 1,79%| 1,W12 - 382 1 6
148 1 J. B. Lower, Washington, Kansas 957 613 - 3y 1 4
149 W. A. Miller & P. 0. Herald, Anthony, Xansas 1,313 919 - 33& 2 6
150 b H. Moffett, Iarned, Kansas 807 658 - 1kg 1 Y
151 E. R. Moges & Son, Great Bend, Fansas 670 367 - 303 1 3
152 ¥. 4. & F. B. Myers, Wakefield & Clay Center, EKansas 1,191 671 - 520 1 3
153 F. W. Sponable, Paola, Kansas 2,331 1,660 - 671 1 4
15k J. T. Stewart, Wellington, Kansas 728 289 - 439 2 3
155 %. D. Vomer & Family, Manhattan, Kansas 2,060 1,926 - 131 1 4
Rocky Mountain

156 Fred A. Wochner, Great Falls, Monbtana 1,202 - - 1,202 1 6
157 H. BE. Bemmingway, Burley Idaho },532 502 |$ 3,013 1,017 2 5
158 | J. W. Bay, Cheyenne, Wyo. 5,352] 4,984 - 368 1 Y
159 C. J. Williams, G. A. Hinman, W. E. Pearson, Powell, Wyo. g0k gl 122 218 1 3
160 M. B. Bolland, Denver, Colo. 613 4og - 115 2 3
161 R. B. & D. E, Holt, Walsh, Colo.~Fheeler, Tezas 599 208 - 391 2 b
162 M. D., J. H. & R, C. Thatcher, Pueblo, Colo. 21,4171 15,631 - 5,786 1 6
16 F. C. Brophy & Associates, Phocnix, Arizona 14,145 4,175 - 9,970 1 5
156 Chipman Family, American Fork, Utah 1,723 - - 1,723 1 L
165 J. E. Cosgriff, Salt Lake City, Utah 13,079| 12,552 - 527 3 9
166 Deserct Natienal Bank, Salt Iake City, Utah. 12,684 4,687 - 7,997 1 L
167 N. B. Jones, Roy, New Mexico 1,126 969 - 157 1 I
168 0. G. Bates, Ely, Novada 1,389 1,187 - 202 1 3
169 George Wingfield, Reno, Nevada 19,879 7,525 - - 12, 354 1 10
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Table II

- Chailnsg:

Loans and Investm
in Which Operating,

il

by Class of Bank and Number of States and Cities
1931 (Continued)

December 31,

Loans and investments
Chain in thousands of dollars Humber} Number
omber Neme of chaln and location of head office Nation-{ State Non- of of
(2) Total al member | member States| cities
banlc banks banks
Pacific Coast
170 C. E. Bingham, Sedmn?fo}ley, Wash. $ 1,078 - - $ 1,078 1 3
171 Wm. C. Butler & Associates, Everett, Wash. 10,932{$ £,539 - 2,399 1 3
172 0. A. Fletcher, Yakima, Wash. 2,858 7571% 2,101 - 1 3
17 F. . & ¥. W. Roberts, Seattle, Wash. 1,008 743 - 265 1 |1
17 ¥Mr. & Mrs. W. D. Howard, Pasadena, Calif. 3,420 1,395 - 2,025 1 5
175 | T. A. Work, Monterey, Calif, 5,028 4,182 -~ 846 1 5
176 { R. D. & Nelson McCook, San Bernardino & Long Beach, Calif. 6,963 6,963 - - 2 3
' 1
UNITED STATES l$926,733 $527,735 | $43,154 §355, 844 e}
i i
(1) States and cities in which head offices of individual banks are located.

(2}
(3)
(4)
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Table III - Groups: Nuuber of Banks by Classes, Fumber of Banks
Operating Branches, and Number of Branches
December 31, 1931

Number of banks Mamber Fumber of bLranches
Group of banlcs In Qutside Lead
nurber Yation- | State | Fon- . head office city
(1) Total al |member|uenber %ieiaileng otal office {In own|In other
anches ¢ity leounty| counties
1 3 - - 3 3 3 - 5 2
2 12 5 - 7 Y 31 z 17 11
a 20 10 4 6 7 361 36 - -
& 4 - 2 1 12f 12 - -
5 3 3 - - - - = - -
6 7 5 1 1 2 5: L 1 -
7 ﬁ 1 1 1 1 14 Y 5 5
g - - L - - - - -
9 3 1 - 2 - - - - -
10 S 5 - Y - - - - -
11 3 - - 3 2 7 7 - -
12 3 1 1 1 1 15§ 15 - -
1 b 4 - 2 1 1 1 - -
15 12 7 1 7 1 13| 13 - -
1 2 - 3 - - - - -
16 19 L 7 g g 551 55 - -
17 4 - 2 2 1 9i 79 -
18 7 1 2 L - - - -
19 ; ? 1 1 - - - - -
20 - - - - - - -
2; g 1 1 1 1 5 3 1 1
2 3 1 1 - - - - -
2 5 2 - 3 3 7 6 1 -
2 L 2 - 2 1 1 1 - -
25 Yy 2 1 1 2 2 2 - -
26 3 2 1 - - - - - -
27 ) 2 7 - - - - -
28 3 1 2 - - - - - -
29 3 1 1 1 - - -
30 E - - 2 - - - - -
31 L - - - | - - -
22 3 ? 1 i 3 5 5 - -
O I S O - S S B
35 3 2 - 1 - - - - -
36 3 1 1 1 2 gl 8 - -
37 3 1 - 2 1 1 1 - -
38 26 16 3 7 - -1 - - -
9 9 | 1 - g 5 188 | 188 -
0 27 10 5 12 11 51 15 - -
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Table III - Groups: WNumber of Banks by (Classes, Humber of Banks
Operating Branches, and Kunber of Branches
December 31, 1931 {Contimued)

Hambor of banks Nomber umber of branchne
Group of banks In | Outside .wad
nurber Nation-]| 8tate | Yon- . I head office ci*y
(1) Total al membor lmember %%Zz;lacthler;g rotal office f{n own|In other
city pountylcountieg

4 46 16 L 26 3 6| 6 - -
Y2 10 3 1 6 - - - - -
L 10 1 2 7 - - - - -
4 3 1 1 6 - - - - -
L5 4 - 1 E - I - -
U5 5 1 - - - - - -
47 4 2 - 2 1 3| 3 -
4g 11 7 - i 1 i1 11 - -
L3 6 3 2 1 gf 8 - -
50 18 5 - 13 5 151 10 Y 1
51 3 2 - 1 2 11 2 - 9
52 17 12 - 5 2 5 5 - -
53 5 4 - 1 2 22 3 - 19
54 7 Y - 3 2 11} 3 g
55 7 & 1 - 1 g & - -
56 g 5 3 - - - - -
57 9 6 - 3 - - - - -
H8 ) 5 - - - - - - -
59 5 3 - 2 - - - - -
60 5 1 - 4 - - - - -
61 6 il - 2 - - - -
£2 3 2 - 1 - - - - -
6 7 4 1 2 3 3| 1 o -
6 9 - 2 7 3 g & 2 -
65 11 2 - 9 - - - - -
66 10 3 1 6 - - - - -
67 10 - 1 9 - - - -
68 5 3 - 2 - - - - -
69 21 12 - g - - - -
70 5 1 - L - - - - -
71 104 79 1 24 1 3 3 - -
72 127 &0 3 hy 1 3 3 -
7 g8 2 - & - - - - -
7 & - - 8 - - - -
75 6 1 1 Y - - - -
76 5 3 2 - - - - - -
71 10 3 0b - b7 - -l - - -
78 9 2 1oL - - _ -

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



- Xiv -
Table III - Groups! MNumber of Banks by Clasgses, Number of Banks
Operating Branches, and Number of Branches
Decesber 31, 1931 (Contimed)
Mumber of banks fumber of hranches
Group og“‘.;‘gi;ﬁ In | Ougtside nead
number Total Bation- | State | Yon- erating [Total head office city
(1) |° al |mewber{member gbp hng ° offfice In own In other
ranchies city lecounty| counties
19 27 2 4 21 - U B - -
80 5 - - 5 - -1 T- - -
g1 L - 1 3 - -1 |- - -
g2 5 2 - 7 el |2 - -
SE L - - i - - - - -
g 10 7 - 3 - - - - -
g5 22 12 - 10 - - - - -
86 L 1 1 2 - - - - -
&7 3 2 - 1 - - - - -
88 3 1 1 1 - - - - -
89 3 1 - 2 - -1 |- - -
90 K L - - - - - - -
g1 11 3 - 3 - - - - -
92 17 14 - 3 1 1} |1 - -
93 L 2 - 2 - - - - -
9 3 1 - 2 - - |- - -
95 E 1 - 2 2 2 - 2 -
95 2 - 2 1 125 33 30 27
97 11 5 - 6 2 407 - 363
UXITED J
STATES | 978 | U469 75 | 43k 1,219 | 705 68 HIZA
|

(1) See Table I for names represented by group mlmﬂers.
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Table IV - Chains: Number of Banks by Classes, Number of Banks
Qperating Branches, and Mmber of Branches
December 31, 1931

Number of banks Fonber Number of branches

f..",ha,:LnJT Nati statel T of banks In Outside head

atvlon- avel Non~ joperating head office city

m?sr et al member| member branches ffotal of.-ficeln own| In other

city kounty| counties
1 I 2 - 2 2 2 1 1 -
2 L 2 1 1 - - - - -
3 T - 2 - -1 -] - -
L 4 3 - - - - - - -
5 | 7] ¥ - 3 - - - - -
5 | o3 - 1 1 | % | - -
7 3| - - 3 - -1 -1 - -
8 3 2 - -1 2 2 2 - -
9 3 - - 3 2 11 9 2 -
SR N S A N A (N A Nt e
2 - - - - - -
12 EL 2 - 2 2 7 7 - -
1 5 1 | b4 - - - - -
1 E(- e 1 - - - - - -
15 1 - 3 2 2 2 - -
16 3 1 - 2 - - - - -
17 5 - 1 L - - - - -
18 5 2 - 3 - - - -
% ol 2 2 31 2 |2z -
21 2 - 1 3 - - - - -
22 lg 1 1 11 - - - - -
23 - 1 3 1 16 1t 16 - -
2L 7 1 - 6 1 22 | 22 - -
25 5 | - - 5 - -0 - | - -
26 3 2 - 1 - - - - -
27 T - n - U -
28 4 1 - 3 - - - - -
29 3 1 - 3 - - - - -
30 3 2 - 1 - - - - -
31 4 1 - 3 - - - -
32 6 Y - 2 - - - -
33 5 - 1 4 - - - - -
34 L 2 - 2 - - - - -
;20 N I S - U IR ARl A B e
37 3 3 - - 1 1 1 - -
38 3 1 - 2 - - - - -
39 i 3 - 1 - - - - -
4o 3 1 - 2 - - - - -
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Table IV - Chains: MNumber of Banks by Classes, Number of Banls
Operating Branches, and Number of Branches
December 31, 1931 (Coatinued)

Muamber of banks Wumber of branches

Yumber In | Outside hoed
Chain Wation-] Stato| Non~ | 0f banks head office city

. [fotal 21 |momber member! OPOTAting Total |, trice {in own]In othor
*nnH? branches city lounty|countics
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Table IV =~ Chains: Number of Banks by Classes, Number of Banks
Operating Branches, and ¥umber of Branches
December 31, 1931 (Coantinued)

Number of banks Wauber Tumber of branches

Chain of banks In Outside heed

mumber [Total operating Total

Nation-| State| Non- head | office city

office In own!In other

al member jmember
(1) branches clty lountyicounties
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Table 1v i Chains: Number of Banks by Classes, MNumber of Banks
Operating Branches, and Number of Branches
December 31, 1931 (Continued)

Nggbef of banks " Yumber Number of branches

Chain In Qutside head
Nation-| State| Non- ! of banks hoad. office ciby

number {Total operating ITotal
office |In own |In other
(1) al membex MEMYET| phranches . city lcounty |counties
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(1) See Table II for nemesg represented by chain nuﬁbers.
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Table V = Nurber and Loans and Investments of Banks in Groups and Chains
By Geographic Division, June 30, 1929-December 31, 1931(1
Number Loans and investments
Location of bank in thousands of dollg,,_
Dy geographic A71 |Metion- Stai)te Non- A11 National State No%-
divigion &l [member|meimmber . member member
banks| | onics | banks | banks | Uonk® | bamks | 4 ks | banks
New England
June 30, 1929 W 23 6 150 $762,837] $301,8431 $362,457( $ 98.5 7
Dec. 31, 1929 75| 43 7 25 1,086,597| T749,767] 207,484 a
June 30, 1930 g2l L2 1 331 1,266,969] 883,958 209,548 173 63
Dec. 31, 1930 &7 43 8 36| 1,235,15 802,551 243,170| 189,432
June 30, 1931 881 U3 8 371 1,208,114 761,469 2u5,623] 201,022
Dec. 31, 1931 751 36 6 331,030,973 ©34%,577| 218,841 177,555
Middle Atlantic
June 30, 1929 204 g 43 66| 3,23€,322] 1,066,621 (1,756,576 MH13,125
Dec. 31, 1929 235 10 L6 85| 3,783%,503(1,085,799 |2,247 ,42L{ U50,280
June 30, 1930 2u5| 109 L5 91| 4,082,033}1,253,060(2,327,048] 501,925
Dec. 31, 1930 254 115 L6 9313,533,407|1,192,5221,891,784 { Lkg,101
June 30, 1931 257 113 L6 98{5,331,810{2,788,596 12,073,475 | 469,739
Dec. 31, 1971 e22| 98 Lo ghia,773,689) 674,74511,710,040| 388,904
North Central
June 30, 1929 238 56 19 163{1,744,616] #93,009| LuUg,HS1| U02,966
Dec. 31, 1929 299 78 28 193|2,681,817|1,261,402 | 8&u6,224| 574,191
June 30, 1930 332 87 30 21512,839,337|1,379,216| 842,282 617,839
Dec. 31, 1930 346 92 27 £2712,810,018911,353,935| 807,973 6Lg,111
June 30, 1931 276| &3 21 172]2,545,384 11,280,901 | 729,968 | 534,515
Dec, 31, 1931 252 17 19 156 (2,138,269 |1,465,1731 251,401 | 421,695
Southern Mountain
T June 30, 1929 53 14 1 18} 153,547] 108,311 1,345 43,89
Dec. 31, 1929 21 3 25f 269,520 174,661 41,207 53,652
June 30, 1930 6| 25 3 28{ 302,903| 150,772{ 39,927 72,20k
Dec, 31, 1930 3 20 2 21| 18k4,003| 127,125 18,136 38,742
June 30, 1931 Y2 21 2 19| 185,363 132,457 18,300 34,606
Dec. 31, 1931 29 20 2 17| 152,845] 108,673 17,879 26,293
Southeastern
- June 30, 1929 b1 41 5 95 332 4301 288,585 28,929 6l,916
" Dec. 31, 1929 139| L8 E 86 6,034{ 333,219| 15,509 57,906
June 30, 1930 158 58 96| L432,960] 355,161 10,680 67,119
Dec. 31, 1930 151 59 3 89| L28,635] 361,925| 10,197 | 56,513
June 30, 1931 139 59 2 78| Le1,463] 364,161 6,120 51,182
Dec. 31, 1931 1331 57 2 TH| 399,156 335,293| 14,902 | 48,961
Southwesiern
June 30, 1929 2721 104 6 162 293.623 206,434 1 38,109 1 19,090
Dec, 31, 1329 294 | 119 5 170| 335,662 | 247,128 7,171 51,363
June 30, 1930 293 | 116 E 172 315,116 =222, Toli2 1,127 1,9u7
Dec, 31, 1930 2&5 107 w4y 275,563 199, ghh 33,638 1 981
June 30, 1931 243 | 108 7 13 345,651 | 203, 97,518 g
Dec, 31, 1931 221 101 b 11 253,008 | 180,764 1 37,546 34,
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Table V -~ Number and Leoans and Investments of Banks in Groups and Chainsg
By Geographic Division, June 30, 1929-December 31, 1931(1 (Contimed)

Turber Loans and investments
Locaticn of bank in thousands of dollars
by geographic 411 |Jatim-| State | Fon- All Vational| State Non-
division banics al |member {member banks benks member member
banks ; banks | banks banks banks

Wegtern Groin
June 30, 1329 6651 253 9 Y03 | $849,575 $546,126 $109,1LH $19u,205
Dec, 31, 1929 7ol 296 9 419] 1,012,518, 691,917} 104,184 216,412
June 30, 1930 701 298 10 393 986,206{ O74,364 104,723 207,119
Dec. 31, 1930 685  2€9 10 3306 985,174 667,897 106,008 211,269
June 30, 1931 6751 292 10 3731 982,701 679,272 101,190 202,239
Dec, 31, 1931 629] 282 9 3381 900,477 6M0,988 93,696 165,793

Rocky Mountain
June 30, 1929 167 AL 11 1021 223,176 113%,680 ah,725 74,765
Dec. 31, 1929 120 bl 12 104 205,818 1bk,985 0,650 80,183
June 30, 1930 187 63 12 112 260,1k42] 137,463 39,817 82,862
Dec. 31, 1930 188 €5 12 111 2hg,658! 132,528 37,072 79,058
June 30, 1931 185 63 13 103 | 235,799 127,632( 34,833 13,339
Dec. 31, 1931 167 5o g 102 215,123 116,040 31,305 67,778

:?acific Coast

June 30, 1929 157 75 Lg7,389( 228,124 uo6,594'

5 76| 2,122,107| 1, _
Dec, 31, 1929 70| 31 9 801 2,250,775({ 1,646,997 246,b07| 357,371
June 30, 1930 175 83 10 171 2,279,975|1,669,165] 260,689 350,121
Dec. 31, 1930 165 82 g 74 2,155,14211,810,015; 242,394 102,733
June 30, 1931 161} 81 7 731 2,099,156]1,761,311} 235,854 102,023
Dec. 31, 1931 148 78 5 651 1,775,97211,6

61,614 22,637 gk,721

United States _ :
~June 30, 1929 1,921 715 | 106 | 1,10019,768,243}5,012,064]3,007,990] 1,748,189
" Dec, 31, 1929 [2,165]| 854 12k | 1,187 e,092,801{6,335,87513,786,262! 1,970,704
~ June 30, 1930 2,229| 886 126 | 1,217 12,765,641|6,765,2013,575,8u1| 2,124,599
Dec., 31, 1930 [,154| 472 121 | 1,161 11,355,754 |6,0U3,4k42(3,190,372( 1,815,940
June 30, 1931 ,071| &03 | 1llo | 1,092 13,355,473(6,099,416|3,542,850(1,713,178
Dec. 31, 1931 11,3s6| 805 98 983 | 9,0k2,51215,517,367 12,395,247 (1,420,395

(1) These figures exclude matual savings and private banks, Inclusion of such banksf
affects 10 States for which figures are given in Table VII with mutual savings -
and private banks included.
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Table VI

- Xxi -

by States, June 30, 1929-December 31, 1931(1

~ Number and Loans and Investments of Banks in, Gpoups and Chains

Digitized for FRASER
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Federal Reserve Bank of St. Louis

Loags &nd investments in
Numbezr thousands of dollars
Location of bank Natiom-| State; Non- . State Non~
ALl al |memberimember 411 National member memher
_|panks| vpanks | banks| banks | banks banks banks banks
New England
Maine .
June 30, 1929 ) 2 - 3 53,2681$ 10,033 « 1§ 3,235
Dec., 31, 1929 13 6 -~ 7 70,742 14,665 - 56,077
June 30, 1930 | 17 6 - 11 gh,033! 16,065 - 67,968
Dec. 31, 1930 | 17 7 - 10 88,701 21,160 - 67,541
June 30, 1931 | 18 8 - 10 gL, 250 23,183 - 71,067
Dec. 31, 1931 | 15 5 - 10 30,129 20,991 - 69,138
New Hampshire
Vexrmont
Dec., 31, 1929 ] 1 1 - - 1,173 1,173 - -
Magsachusetts
June 30, 1929 2 19 5 8 523,28 280,557 | $220,388| 22,34k
Dec. 31, 1929 | 48 30 6 12 82k, 80 719,599 | 67,556 37,549
June 30, 1970 | 49 30 6 13 959,509 852,877 { 69,202 37,430
Dec. 31, 1930 | 50 29 7 14 898,565 748,125 | 104,280 L6,16Q
June 30, 1931 ] %0 28 7 15 862,839 705,422 | 102,840 54,577
Dec. 31, 1631 ] W ol 5 12 707,862 REO, 728 g8g,U631 37,671
Rhode Island i
June 30, 1929 | 3 1 1 1 153,331 7,340 | 1k2,069| 3,922
Dec. 31, 1929 | 3 1 1 1 151,603 6,825 | 139,928 4,850
June 30, 1930 | 3 1 1 1 151,100 6,945 | 140,346| 3,805
Dec. 31, 1930 3 1 1 1 149,889 6,832 | 138,890 4,167
June 30, 1931 | 3 1 1 1 153,091 6,604 | 142,783 3,70h
Dee. 31, 1931 | 3 1 1 1 139,201 6,29% | 129,378 3,529
Connecticut :
June 30, 1929 | 4 1 - 3 32,949 3,913 - 29,036
Dec. 31, 1929 | 10 5 - 5 38,275 74505 - 30,770
June 30, 1930 | 13 5 - 8 72,327 8,067 - 6, 260
Dec. 31, 1930 | 17 6 - 11 97,998 26,434 - 71,564
June 30, 1931 ! 17 6 - 11 97,934 26,260 - 71,674
Dec. 31, 1931 | 16 6 - 10 93,781 26,564 - 67,217
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Table VI ~ Number and Loans and Investments of Ba?kﬁ in Groups and Chains
by States, June 30, 1929-December 31, 1931(1) (Continmed)

ILoans and invegtments in

Famber thousands of dollars
Location of bank A1 Natior| State| Non- 411 National State | Non-
al |meuber|member _ member member
boanks! paris| banks banks banks banks banks banks

Middle Atlantic
New York :
June 30, 1929 | 82 L5 17 20 | $2,0u1,261|$ 576,399| $1,330,5U3| $134,319
Dec. 31, 1929 | 104 5e 19 33 [ 2,529,214  597,277| 1,762,637 169,300
June 30, 1930 | 103 52 19 32 | 2,674,085 656,7# 1,863,138 15L4,204
Dec. 31, 1930 10 51 18 34 | 2,078,024 HuT,004] 1,380,383 150,637
June 30, 1931 | 10 Ea 16 36 | 3,671,908 | 2,114,979| 1,384,775 172,154
Dec. 31, 1531 | 95 5 15 35 | 1,527,615, 137,678{ 1,262,833 127,104

New Jersey
June 30, 1929 | 64 31 14 19 384, Lge 131,938 69,865 182,679
Dec. 31, 1929 | 72 33 15 24 Yok 309 133,586 108,8369] 181,854
June 30, 1930 | &0 36 15 29 511,313 197,485] 113,008 200,820
Dec. 31, 1930 87 36 17 34 520,295 179,010| 140,728 200,557
June 30, 1931 | 93 36 19 38 682,414 | 182,M12] 295,657 20k, 3U5
Dec. 31, 1931 | 70 27 15 28 783,850 102,538 97,095 184,217

Telaware

June 30, 1929 | 3 - - 3 1,141 - - 1,141
Dec. 31, 1929 | 3 - 3 1,152 - - 1,152
June 30, 1930 { 3 - - 3 1,115 - - 1,115

Pennsylvania
June 30, 1929 | 55 15 12 2L 809,438 358,284 356,168 94,986
Dec. 31, 1929 | 56 19 12 25 828,828 | 354,936 375,918 97,974
June 30, 1930 | 59 21 11 27 895,520 | 398,832 350,902 145,786
Dec. 31, 1930 | &4 28 11 25 935,088 | 466,508| 370,673} 97,907
June 30, 1931 | 60 25 11 2 977,488 491,205 293,0431 93,240
Dec, 31, 1931 | 57 26 10 el 862,224 434,529 350,112) 77,583

Maryland
Digtrict of Col.

North Central

 Michigan
June 30, 1929 | 79 10 11 | 58 415,546 21,657 | 339,549| 54,340
Dec. 31, 1929 |118 25 19 74 11,098,555 | 316,480 598,499 183,576
June 30, 1930 [119 25 17 77 | 1,099,076 324,602 { 586,147 | 188,327
Dec. 31, 1930 {119 25 15 79 | 1,071,153 316,844 | 574,732} 179,577
June 30, 1931 |102 23 10 69 | 1,035,607 323,703 { 5H41,805| 171,089
Dec. 31, 1931 | 95 23 9 63 913,720 715,909 63,205 | 134,606
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Table VI -~ Number and Loans and Invesiments of Ba?fﬁ in Groups and Chains
by States, June 30, 1929-December 31, 1931 {Continued)

- Loans and investments in
Humber thousands of dollars
Location of bank Nation-| State! Non- . State Non-
All al |member|member ALl National member | member
banks| panks | banks] banks| Danks banks vanks | banks
Wisconsin
June 30, 1929! 54 20 - 34 |$ 211,077|$ 184,889 - $ 26,188
Dec. 31, 1929) 56 21 - 35 210,584 185,355 - 25,229
June 30, 1930| 67 27 2 38 263,007 217,093 $§ 16,060| 29,854
Dec. 31, 1930| 85 31 Y 50 297,385 238,486 18,003 | 40,896
June 30, 1931 &5 31 4 50 301,566 243,646 17,681 k0,239
Dec. 31, 1931 &2 29 4 49 275,862 220,561} 16,880 138,421
I1linois |
June 30, 1929 &8 20 7 61 | 1,065,552 671,822 86,741 | 306,989
Dec. 31, 1929| 93 2l B 67 | 1,205,097 685,902| 173,241 | 345,954
June 30, 1930 | 103 22 7 74 { 1,297,040 760,161 167,334 339,5&7
Dec. 31, 19301 108 2y 6 78 | 1,292,669 725,655| 166,682 | 400,332
June 30, 1931 66 15 6 1 | 1,090,260 648,772 140,688 300,800
Dec. 31, 1931 55 15 6 34 ghg, 251 7,116 171,316 229,819
Indiana
June 30, 1929 | 17 6 1 10 52, 441 14,701 22,291 | 15,4l49
Dec. 31, 1929 | 26 9 1 16 83,605 us5,224| 20,667 17,714
June 30, 1830 | 30 9 1 20 85,699 42,153 21,113 | 22,433
Dec. 31, 1930 | 24 7 1 16 78,400 39,172 20,021 | 19,207
June 30, 1931 | 13 I - 9 15,873 29,436 - 16,437
Dec. 31, 1931 q 3 - 6 39,130 26,4 - 12,690
Chio |
Dec. 31, 1929 6 2 3 1 83,976 28,441 53,817 1,718
June 30, 1930 | 13 L 3 6 94,513 35,207 51,628 7,678
Dec, 31, 1930 | 10 5 1 L4 70,412 33,778 28,53 8,099
June 30, 1931 | 10 6 1 3 71,078 35,344 29,79 5,940
Dec. 31, 1931 | 11 7 - Y 61,306 55,147 - 6,159
Southern Mountain
West Virginia
June 30, 1929 | 1 - 1 - 1,345 - 1,345 -
Dec. 31, 1929 1 - 1 - 1,260 - 1,260 -
June 30, 1930 | 1 - 1 - 1,428 - 1,408 -
Dec. 31, 193C 1 - 1 - 1,471 - 1,471 -
June 30, 1931 i - 1 - 1,Lg8 - 1,488 -
Dec. 31, 1931 1 - 1 - 1,49% - 1,ugk -
Virginia
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VI
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-~ Fumber and Loans and Investments of Banks in Groups and Chains
by States, June 30, 1929-December 31, 1931(1) (Continued)

Fumber Loang and investments in
thousands of dollars
Location of bank 11 |Nation- State! Hon- A11 National State Non-
banks| al |meaber|membsr member member
bauis| pames| bamks] oS banks banks banks
Kentucky
June 30, 19291 4 u - -~ |$ 8,120|$ 8,120 - ~
Dec. 31, 1926 ] 16 10 2 Y 119,421 73,013 |$ 39,9471% 6,461
June 30, 1930 13 6 2 5 121,320 6l, 166 38,091 18,655
Dec. 31, 1930} 6 3 1 2 43,289 20,562 | 16,665 6,062
June 30, 1931 & 3 1 2 51,334 29,04k 16,812 5,478
Dec. 31, 1931 6 3 1 2 us,672 2h, 52l | 16,385 4,763
Tenncessee
June 30, 1929 | 28 10 - 18 14l 082 100,191 - 43,891
Dec. 31, 1929 2 11 - 21 148,239 101,648 - 47,191
June 30, 1930 L2 19 ~ 23 180,155 | 126,606 - 53,549
Dec. 31, 1930 | 36 17 - 19 139,243 106,g§3 - 32,630
June 30, 1931 | 35 18 - 17 132,541 103,413 - 29,128
Dec. 31, 1931 | 32 17 - 15 105,679 84,149 - 21,530
Scutheastern
North Carolina
June 30, 1930 1 1 - - 2,943 2,943 - -
Dec. 31, 1920 1 1 - - 34253 34253 - -
June 30, 1931 1 1 - - 2,973 2,973 - -
Dec. 31, 1931 1 1 - - 2,908 2,908 - -
South Carolina :
June 30, 1929 [ 2 1 - 1 7,733 3,455 - k,278
Dec. 31, 1929 6 3 - 3 39,659 29,735 -~ 9,924
June 30, 1930 | 11 7 - L 43,415 31,321 - 12,0094
Dec. 31, 1930 | 11 7 - L 43,766 32,654 - 11,112
June 30, 1931 | 11 7 - L 4o, 211 26,798 - 10, 4u3
Dec. 31, 1931 6 4 - 2 35,755 26,259 - 9,496
Georgia f
June 30, 1929 | 23 9 i 10 161,543 144,121 13,827 3,595
Dec. 31, 1929 | 25 10 g 10 170,589 150,960 15,509 4,420
June 30, 1930 | 28 14 10 173,334 | 157,172 | 10,680 | 5,482
Dec. 31, 1330 | 28 14 3 11 167,039 150,857 10,197 5,985
June 30, 1931 | 24 13 1 10 163,313 | 152,131 5y 5,738
Dec. 31, 1931 | 24 13 1 10 154,318 135,264 | 13,u484{ 5,570
Florida
June 30, 1929 | 55 15 1 39 146,910 97,874 | 15,102 | 33,934
Dec. 31, 1929 | 47 19 - 28 131,245 1 110,579 - 20, 666
June 30, 1930 [ 53 22 - 31 144,073 121,462 - 22,611
Dec. 31, 1930 | 54 23 - 31 123,695 103,790 - 19,905
June 30, 1931 | 54 2l 1 29 131,509 112,489 676 | 18,344
Dec. 31, 1931 ' 5§ 25 1 29 128,419 109,029 1,8 | 17,972
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-~ ¥umber and Loans and Investments of B
by States, June 30, 1929-December 31, 193

s

in Groups and Chains
(Continued)

Loans and investments in

Wumber thousands of dollars
Location of baniz Hatiex] State; None- . State Non~
All al (nember member All National mewber member
banks | panks| banks; bapks| benks banks banks banlcs
Al gbama
June 30, 1929 22 13 - 9 31,763 30,867 - $ &6
Dec. 31, 1929| 22 13 - 9 31,087 30,243 - gl
June 30, 1930 26 11 - 15 35,269 30,42 - 4,827
Dec. 31, 1930| 26 11 - 15 65,092 61,094 - 3,998
June 30, 1931| 26 11 - 15 61,534 57,629 - 3,902
Dec. 31, 1931} 24 11 ~ 13 57,429 53,945 - 3,8
Mississippi
June 30, 1929} 39 3 - 36 34,481 12,268 - 22,213
Dec. 31, 19291 39 3 - 36 33,754 11,702 - 22,052
June 30, 193C| 39 3 - 36 33,926 11,821 - 22,105
Dec. 31, 1930 31 3 - 28 25,790 10,277 - 15,513
June 30, 1931| 23 3 - 20 21,893 9,141 - 12,752
Dec. 31, 1931] 23 3 - 20 20,327 7,888 - 12,439
Southwestern
Louigiana
June 30, 1929 | 17 6 1 10 51,462 29,842 [$ 12,852 8,768
Dec. 31, 1929| 17 6 1 10 51,394 30,543 11,857 8,994
June 30, 1930| 17 7 1 9 52,213 30,502 12,844 8,867
Dec. 31, 1930 21 8 1 12 64,127 30,167 19,699 14,286
June 30, 1931 21 9 3 9 139,971 ha,594 | g2,b21 1u,356
Dec. 31, 19311 19 9 2 g 74,211 4o, 547 23,238 10,426
Texas
June 30, 19291 99 36 4 53 93,306 68,235 14,117 [ 10,954
Dec. 31, 1929 101 38 3 60 118,608 93,996 | 13,623| 10,989
June 30, 19301{ 105 39 3 63 115,074 89,082 | 13,951| 12,041
Dec. 31, 1930 | 10k 37 3 64 112,008 85,787 13,939 | 12,302
June 30, 1931 | 108 38 4 66 110,410 82,572 15,0071 12,741
Dec. 31, 1931 | 99 34 b 61 98,526 72,813 14,308 | 11,%05
Arlansas
June 30, 1929} 60 10 1 Lg 41,604 15,413 11,140 15,051
Dec. 31, 1929 Th 14 1 59 49,955 20,634 11,691 | 17,630
Juns 30, 1930 | 71 11 1 59 38,300 6,423 14,3321 17,5 2
Dec. 31, 1930 g 5 - 3 4,100 3,824 - 27
June 30, 1931| 18 6 - 12 14,564 11,289 - 2,67%
Dec. 31, 1931 9 6 - 3 11,120 10,868 - 252
Oklahoma
June 30, 1929 | 96 52 - hS 107,261 92,94k - 14,317
Dec. 31, 13929 | 102 61 - 41 115,705 101,955 - 13,750
June 30, 1930 | 100 59 - b 109,529 96,035 - 13,494
Dec. 31, 1930 | 102 57 - 45 95,313 80,166 - 15,147
June 30, 1931 101 55 - 45 80,706 66,561 - 14,145
Dec. 31, 1931} 94 52 - 42 69,151 56,536 - 12,615
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Tahle VI -~ Number and Loans and Investments of Ba?%§ in Groups and Chains

by States, June 30, 1929-December 31, 1931 { Contimued)
Loans and investments in
Tumbex thousands of dollar:
Location of bank Hatigr- | State| None . State Fon~
All al |member|menber All National | pemper member
banks | banks| banks| banks| banks banks _banks banks
Western Grain
Minnesota
June 30, 1929 | 2u2 104 2 136 ;$ Ulh,e07l$ 3u9,992| ¢ 1,8u81% 92,967
Dec. 31, 1929 276 123 2 151 5, 228 430,531 1,894] 111,803
June 30, 1930} 282 125 2 155 527,304 410,272 1,687| 115,345
Dec, 31, 1930} 276 120 2| 154 537,781 Hil, 319 1,650| 121,812
June 30, 1931} 270 117 2 151 39,753 420,582 1,613} 117,558
Dec\. 31, 1931| 256 | 119 1 136 6,198 Lok, 528 1,087 90,583
North Dakota
June 30, 1929| &6 27 - 59 40,681 28,125 - 12,556
Dec. 31, 1929] 91 g - 53 52,515 40,681 - 11,834
June 30, 1930 96 2 - 54 57,590 45,111 - 11,479
Dec. 31, 1930| 96 Y - 53 55,518 uh,zgﬁ - 11,223
June 30, 1931| 95 Y - 51 54, 680 4y, 20 - 10,476
Dec. 31, 1931 | 83 39 - Ly 4g,317 39,769 - 8,5u8
South Dakota :
June 30, 1929 | 5k oY 3 27 38,618 28,185 1,754 8,679
Dec. 31, 1523 | 60 30 3 27 4,572 33,457 1,8287 9,287
June 30, 1930 62 33 3 26 46,773 34,946 1,661} 10,166
Doc. 31, 1930{ 60 32 3 25 43,872 32,939 1,540 9,393
June 30, 19311 57 35 3 19 4,893 35,639 1,504 7,750
Doc. 31, 1931 53 33 3 17 40,202 32,290 1,168 6,7
Iowa
June 30, 1929} 79 3] 1 iy 65,489 Ll 665 g10| 19,914
Dec. 31, 1929 | 85 32 1 52 a4,7%56 62,466 898 | 21,392
June 30, 1930 | 70 26 1 u3 79,260 58,831 gez | 19,507
Dec. 31, 1930 | 64 22 1 Y1 72,342 51,911 880 | 19,551
June 30, 1931 | 63 22 1 40 73,357 54,028 8731 18,U56
Dec. 31, 1931 | 61 22 1 38 67,359 k9,520 772 17,067
Nedbraska .
June 30, 19291 72 | 25 ~ by 35,137 20,519 - 14,618
Dec. 31, 1929 | 77 29 - 43 66,785 50,031 - 16,754
June 30, 1930 | 61 28 ~ 33 58,973 50,481 - 8,92
Dec, 31, 1930 | 62 29 - 33 63,300 54,796 - 8,504
June 30, 1931 | 62 29 - 33 63,242 55,309 - 7,933
Dec. 31, 1931 | 53 27 - 26 R4, 867 43,217 - 6,050
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W States, June 30, 1929-December 31, 1931(1) (Contlm.ed)

¥I = Humber and Loans and Investments of Bam«:s in Groups and Chains

Loans and investments in

Fumber thousands of dollars
Location of bank Hatim~; State| Hon- \ State Non~
Al ' 41 member|member| A% National | penber | momber
0ankS | panks| banks| benks| banks banks benks banks
Missouri
June 30, 1929 31 10 2 19 160,199)$ 32,161 $103,1771% 24,861
Dec. 31, 1929 32 10 2 20 151,982 29,41 | 98,161 2L,380
June 30, 1330| 31 9 3 19 150,017 26,947 | 99,046] 24,024
Dec. 31, 193¢ | 28 8 3 17 150, 876 26,971 | 100,6k0] 23,265
June 30, 1931} 28 9 3 16 146,231 27,099 | 95,850{ 23,282
Dec. 31, 1931| 27 9 3 15 136 1l 25,695 89,658] 20,791
Kansas
June 30, 1929 | 101 32 1 68 64, 6LY ho 479 1,455 20,710
Dec. 31, 1929 103 3L 1 68 67,677 hs,310 1,4%085; 20,962
June 30, 1930] 99 35 1 6% 66,289 46,776 1,407 18,106
Dec. 31, 1930] 99 35 1 63 61,485 42,666 1,298] 17,521
June 30, 1931} 100 36 1 63 60,545 42,411 1,350| 16,784
Dec. 31, 1931 96 33 1 62 57,390 40, 369 1,011} 16,010
Hoclky Mountsin
Montana
June 30, 1929 | 28 g 3 16 4l 473 15,423 23,125 5,930
Dec. 31, 1929{ 41 17 5 19 79,750 42,302 26,925| 8,523
June 30, 19701 U46 19 b 23 77,552 4o,762{ 2u,817{ 11,973
Dec. 31, 1930 U6 19 4 23% 74,334 40, 360 22,8131 11,161
June 30, 1931] Uy 18 i 23 69,623 38,929 21,362 9,332
Dec. 31, 1931 | U2 17 3 22 63,548 36,249 18,970 8,329
Idahg
June 30, 19291 1 1l 3 2T 36,798 16,731 8,6071 11,460
Dec. 31, 1929 | 41 11 3 o7 38,874 18,194 9,233 11,447
June 30, 19301 L4 9 3 32 39,368 15,700 g,6822] 1k4,846
Dec. 31, 1930| 45 10 3 32 38,417 15,905 9,099 | 13,413
June 30, 1931 U5 10 3 32 36,501 14,855 8,6871 12,959
Dec. 31, 1931} U5 10 3 32 34,124 14,285 8,278] 11,561
Wyoming
June 30, 1S29 25 g 1 16 19,781 14,256 143 5,182
Dec. 31, 1929 | &5 8 1 16 20,171 14,326 115 5,730
June 30, 1930 25 g 1 16 19, 484 13,502 2| 5,840
Dec. 31, 1930} 25 & 2 15 18,455 12,356 759 E » 340
June 30, 1931 | 25 8 3 14 13,691 12,727 g77 ,987
Dec. 31, 19311 16 6 | 1 9 | 13,6L2 10,268 122] 3,252

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




- Zxviii -

Table VI ~ Mumber and Loans and Investments of Ban¥§ in Groups and Chains

by States, June 30, 1929-December 31, 1931( (Continued)
Loans and investments :n
Humber thousands of dollars
Location of bank Kation-{ State| Non~ . State Hon-
biiis al lmember | member|. bjiis N%:;;:al member member
banks | banks| bhanks banks hanks

Colorado
June 30, 1929 | 15 10 - 5 1$ 27,8263 20,687 - $ 7,12
Dec. 31, 1929 | 16 11 - 5 27,670 20,557 - 7,113
June 30, 1930 | 17 11 - 6 27,790 20,771 - 7,019
Dec. 31, 19301 17 11 - 6 25,252 18,674 - 6,578
June 30, 1931 | 17 11 - 6 e, 2117 17,917 - 6,294
Dec. 31, 1931 | 16 10 - 6 22,56 1 16,465 - 6,099

New Mexico
June 30, 1929 | 9 5 - L 3,031 2,197 - g3k
Dec. 31, 1929 9 5 - 4 3,173 2,255 - 918
June 30, 1930 6 b - 2 2,099 1,465 - 63k
Dec. 31, 1930 6 5 - 1 1,516 1,295 - 221
June 30, 1931 5 L - 3 1,389 1,217 - 172
Dec. 31, 1931 5 4 - 1 1,240 1,083 - 157

Arizona

June 30, 1929 6 1 - 5 17,640 5,833 - 11,813
Dec. 31, 1929 6 1 - 5 17,660 5,790 - 11,870
June 30, 1930 6 1 - 5 17,585 5,526 - 12,059
Dec. 31, 1930 | 6 1 - 5 15,855 5,083 - 10,772
June 30, 1931 6 1 ~ 5 14,729 4,735 - 9,994
Dec. 31, 1931 6 1 - 5 14,145 4,175 - 9,970

Utsh
June 30, 1929 1 27 6 b 17 50, 51k 29,248 2,850 18,416
Dec. 31, 1329 | 26 6 3 17 52,290 31,441 2,377 18,472
June 30, 1930 | 26 6 i 16 51,838 29, 916 6,036 15,886
Dec. 31, 1930 | 26 6 3 17 50, 4oL 28,960 4,401} 17,043
June 30, 1931 | 25 6 3 16 hg, 003 27,885 3,806 16,532
Dec. 31, 1931 § 21 Y 2 15 Ly 592 2k, 803 3,935| 15,854

Hevada
June 30, 1929 | 16 4 - 12 23,099 9,111 - 13,988
Dec. 31, 1929 | 16 5 - 11 26,230 10,120 - 16,110
June 30, 1930 | 17 5 - 12 24, 426 9,821 - 14, 605
Dec, 31, 1930 | 17 5 - 12 2k, hog 9,895 - 14,530
June 30, 1931 | 17 5 - 12 22,432 9,367 - 13,065
Dec. 31, 1931 | 16 i - 12 21,268 g,712 - 12,556
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YI ~ Number and Loans and Investments of B
by States, June 30, 1929-December 31, 193

ey

in Groups and Chains
{Contirmued)

Yamber Loans and investmsents in
thousands of dolilary
Location of hank Nation-| State| Non- ) State Non-—
A1l al |member|member %llks Natl?nal member | member
banlks banks| bank an banls banks banks.
Pacific Coast
Washington
June 30, 1929 | 62 2k - g |$ 91,325|$ 74,648 - $ 16,677
Dec. 31, 1929} 74 28 3 3 156,588 151,085 | $ 14,087 21,716
June 30, 1930 | 79 33 5 ] 203,068 155,115 25,410] 22,543
Dec. 31, 1930} 80 33 5 42 201,907 155,050 25,1721 21,685
June 30, 1931 { &1 33 5 43 207,97 160,835 | 25,816| 21,325
Dec. 31, 1931 | 73 32 I 37 182,765 143,148 21,764 17,850
Cregon
June 30, 1929 | 33 16 L 13 76,452 68,203 2,182| 6,067
Dec. 31, 1929 | 36 18 5 13 80,291 70,334 3,231} 6,726
June 30, 1930 | 36 19 4 13 134,393 12}4,735 2,621 7,037
Dec. 31, 1930 | 33 18 3 12 126,253 117,386 2,312 6,555
June 30, 1931 | 29 18 1 10 124,763 117,395 907 6,461
Dec. 31, 1931 | 26 16 1 9 122,620 116,558 873 5,189
California
June 30, 1923 [ 62 35 2 25 | 1,954,330, 1,344,538 | 225,942| 383,850
Dec. 31, 1929 | 60 35 1 24 | 1,983,596} 1,425,578 | 229,089 328,929
June 30, 1930 | 60 36 1 23 | 1,942,514} 1,389,315 | 232,658| 320,541
Dec, 31, 1930 | K2 31 1 20 | 1,826,982{ 1,537,579 | 214,910| 74,493
June 30, 1931 | 51 30 1 20 | 1,766,449 1,483,081 | 209,131| 74,237
Dec. 31, 1931 ! U9 %0 - 19 1,473,590 1,401,908 " 71,682

(1) See footnote (1), Table V.
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Table VII - Number and Loans and Invesiments of Bapks in Groups and Chains Including Mutual Savings
and Private Banks in Certain States,(l)June 30, 1929-December 31, 1931

Fumber Loans and investments in thousands of dollars
Locatica _ Hation-| Stats | Non- | Mutual | Pri- State Non~ | Matual}l Pri-
of bank b::zlﬂ]; gl member| member| savings| vate bA]‘,l Na}')tininal member member [savings| vate
“S{ baniks | banks | banks | banks |banks anss anxs banks banks benks | banks
Maine
June 30, 1929| 6 2 - 3 1 - [$ 54,830|$ 10,033 - |$ 43,235($ 1,569 -
Dec. 31, 1923 | 14 6 - 7 1 - 72,287 14,665 - 56,077{. 1,545 -
June 30, 1930 18 6 - 11 1 - 85,591 16,065 - 67,968) 1,558 -
Dec. 31, 1930| 18 7 - 10 1 - $0,306| 21,160 - 67,541 1,609 -
June 30, 19311 19 8 - 10 1 - 95,930 23,183 - 71,067} 1,680 -
Dec. 31, 1931| 16 5 - 10 1 - 91,855 20,931 - 69,138} 1,726 -
New Hampshire ‘
June 30, 1929 3 2 - 2 Y - 66,201 ©,839 - 2hgt 59,113 -
Dec., 31, 1929 8 2 - 2 L - 56,412 7,200 - o255 48,951 -
June 30, 1930 g 2 - 2 L - 66,584 7,275 - 251 59,uR8 -
Dec. 31, 1330 8 2 - 2 4 - 67,559 7,680 - 251 59,628 -
June 30, 1§31 8 2 - 2 Y - 69,626 8,511 - 230| 60,885 -
Dec. 31, 1931] 3 2 - 2 b - 65,471 7,550 - 2L1t 60,680
Massackhusetts
June 30, 1929 3U 19 5 g 2 - 533,008 280,557 | $220,388) 22,344 9,719 -
Dec. 31, 1929| %0 30 6 12 2 - 834,701| 719,599 67,556 37,649| 9,897 -
June 30, 1930} 51 30 6 13 2 - 969,924} 852,877 69,202 37,430| 10,119 -
Dec. 31, 1930| 55 30 7 15 3 - 917,42l TU8 , 387 04,2801 hHe,116| 12,641 -
June 30, 19311 55 29 7 16 3 - g81,786] 705,690 102,840) 60,596| 12,660 -
Dec. 31, 1931} L6 25 5 13 3 - 727,495 580,994 89,463| 4,009 13,029 -
Connecticut
June 30, 1929 4 1 - 3 - - 32,949 3,913 - 29,036 - -
Dec. 31, 1929] 11 5 - 5 1 - 43,768 7,505 - 30,770{ 5,493 -
June 30, 1930! 14 B - g 1 - 77,594 8,067 - 64,260 5,267 -
Dec. 31, 1930 18 6 - 11 1 - 103,247 26,434 - 71,564 5,249 -
June 30, 1931! 18 & - 11 1 - 103,092 26,260 - 71,6741 5,158 -
Dec. 31, 1931} 17 6 - 10 | 1 - 9%,991! 26,564 | - 67,217 5,21 -
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Table VII ~ Fumber and Loans snd Investments of Banks in Groups and Chains Including Matual Savings
and Private Banks in Certain States,(ﬂ.)‘une 30, 1929-December 31, 1931 (Continued)

- TYXX -

| ¥umber loans and investments in thousands of dollars
Location Wation-| State | Non- | Mutual | Pri- . State Nou- | dutual | Pri-
of bani biis ~ al menber| mexmber| savings| vate 1\23}; N%D;ﬁ;al merber merber |savings| vate
banlks | banks | banks | banks |banks o banks banks barks | banks —
Hew Yeorlk )
June 30, 1929| 83 U5 17 20 - 1 [$2,041,261|8 576,3991$1,330,543|$134,319 - N.S.
Dec. 31, 1529 105 he 19 33 - 1| 2,529,214 57,277 1,762,637 169,300 - ¥.S.
June 30, 1930| 1ob 5o 19 32 - 1| 2,674,085 656,7ha 1,863,138 154,204 - N.S.
Dec. 31, 1930 104 51 1 1 4 - 1| 2,078,467 KU7,004] 1,380,383| 150,637 - $ U4z
June 30, 1931| 105 52 16 46 - 1§ 3,672,381 2,114,979 1,384,775( 172,154 - u33
Dec. 31, 1931| 96 45 15 35 - 1 | 1,528,019 137,678 1,262,833 127,104 - ko
Pennsylvania
June 30, 1529 | 59 20 12 25 - 2 813,146 359,187 356,168 | 96,536 - 1,256
Dec. 31, 1929 60 20 12 26 - 2 832,701 355,955 375,918 99.5?& - 1,255
June 30, 1930 63 22 11 28 - 2 399,319 399,828 350,902 | 147,33 - 1,255
Dec. 31, 1930| €8 29 11 26 - 2 938,849 67,460]  370,673] 99,kk2} - 1,274
June 30, 1931| 6k 26 11 25 - 2 981,096 4go,0b0f  393,0u43f 94,7637 - 1,250
Dec. 31, 1931! 58 26 10 21 - 1 863,465 43k ,529 350,112 77,583 - 1,241
Michigan
June 30, 1929} 91 10 11 58 - 12 L16,597 21,657 339,549 54,3h0 - 1,051
Dec. 31, 1925 130 25 19 74 - 12 | 1,099,642 316,480 598,499 183,576 - 1,087
June 30, 1930{ 129 25 17 17 - 16 | 1,100,136 324,602 586,147 188,327 - 1,060
Dec. 31, 1330} 129 25 15 79 - 10 { 1,072,116 316,844 574,732 179,577 - 963
June 30, 1931 112 23 10 09 - 10 | 1,037,550 323,703 541,805! 171,099 - 943
Dec. 31, 19311 105 23 Q 63 - 10 914,616 715,909 63,2051 134,0061 - 896
Indiana
June 30, 1929 18 6 1 10 - 1 52,50% 14,701 22,291 15,449 - 62
Dec. 31, 1929 27 9 1 16 - 1 83,695 L5,204 20,667 17,714| - 91
June 30, 1930 31 g 1 20 - 1 85,773 42,153 21,113 22,433 - T4
Dec. .3}, 1930| 29 9 1 16 - 3 79,817 40,133 20,0211 19,207 - 156
June 30, 1931 18 6 - g - 3 Uy,322 30,701 - 16,437 - 18l
Dec, 31, 1931 14 5 - 6 - 3 ko ,608 27,703 - 12,6901 - 215
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Table VII -~ Number and Ioans and Investments of Banks in Groups and Chains

Including Mutual Savings
and Private Banks in Certain Staxesﬂllﬁane 30, 1929-December 31, 1931 {(Contimed)

T

Matual
savings

banks

i Pri-

vate
banksg

$ 31k
313
31
314
31k
75

2,900
2,916
2,616
2,193
2,139
2,070

Fumber Loans and investments in thousands of dollars
Location Wation- | State | Non- | Mutual | Pri- . State Non—
of bank biii al rember|member| savings| vate gkll Niflonal member member
s banks | banks | banks | banks | barks anks anks banks banks
Texas |
June 30, 1929 107 3 Y 60 - ly $102,420 [ $ 75,605 |§ 1k,1171% 12,384
Dec. 31, 1329] 109 41 3 61 - Y 128,358 101,595 13,623 12,826
June 30, 1930} 113 i 3 64 - 4 126,190 98,185 13,951 13,740
Dec. 31, 1330| 112 Lo a 25 - 4 121,u482 93,504 13,939 13,725
June 30, 1931] 116 L1 6 - Y 120,416 90,917 15,097 | 14,088
Dec. 31, 1931 106 37 4 62 - 3 107,327 80,307 14,308 | 12,697
Iowa
June 30, 1929; &8 31 1 U7 -~ 9 68,329 4h 665 910 19,91k
Dec. 31, 1929 9k 32 1 5o - 9 87,672 62,H66 898 21,392
June 30, 1930| &0 27 1 Ll - 8 82,215 59,020 gz2! 19,657
Dec. 31, 1930| 70 pol 1 41 - & 74,535 51,911 880 | 19,551
June 30, 1931| 69 22 1 Lo - 6 75,496 54,028 873 18,u56
Dec. 31, 1931| 67 o2 1 38 - 6 : £9,429 19,520 7721 17,067
| L

N. S.~-not shown,
(1) see footnote (1}, Table V.
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Table VIII - Mumber of Group and Chain Systems, by Geographic Divisioull)
June 30, 1929-December 31, 1931

Geographic huﬁger Geograpaoie Nuﬁgor Geographic Hug?er
division systems division systems division svstoms
Now England June 30, 1930 6 June 30, 1931 96
June 30, 1929 7 Decs 31, 1930 5 Dec. 31, 1931 gl
Dec. 31, 1929 10 June 30, 1971 5
June 30, 1930 11 Dec. 31, 1931 4 | Rocky Mountain
Dec, 31, 1930 12 June 30, 1929 o2
June 30, 1931 12 Southeastern Dec. 31, 1929 2l
Dec. 31, 1931 11 June 30, 1929 2 June 30, 1930 20
Dec., 31, 1929 2 Dec. 31, 1930 19
Middle dtlantic June 3@, 1930 2 June 30, 1931 19
June 30, 1929 g Dnc. 31, 1930 2 Dec. 31, 1931 17
Dec., 31, 1929 B4 June %0, 1931 21
June 30, 1930 56 Dec, 31, 1931 21 | Pacific Coast
Dec. 31, 1930 5 June 30, 1529 26
June 30, 1931 53 Southwestern ) Dec., 31, 1929 28
Dec, 31, 19731 y3 June 30, 1929 3] June 30, 1930 e7
Dec, 31, 13929 39 Dec. 31, 1930 26
North Central June 30, 1930 34 June 30, 1931 26
June 30, 1929 4o Dec, 31, 1930 37 Dec. 31, 1931 25
Dec, 31, 1929 4o June 30, 1931 38
June 30, 1930 by Dec. %1, 1931 35 | Unitcd States
Dece 31, 1930 L2 June 30, 1929 321
June 30, 1931 35 WHestern Grain Doce 31, 1929 332
Dec. 31, 1931 33 June 30, 1929 109 June 30, 1330 325
Dec. 31, 1929 107 Dec, 31, 1330 316
Southern lountain June 30, 1830 100 June 30, 1931 205
June 30, 1929 5 Dec. 31, 1330 96 Dec, 31, 1931 273
Dec. 31, 1929 [

(1)£ccording to location of head office,
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Table IX - Nusber of Oroup and Chain Sysbtems, by State(l)
June 30, 1929-December 31, 1931

State by ¥umber State by Fumber State by Yumber
geographic of geographic of geographic of
division gystems division systems division systems
New Englend Few York {Cont.) Wisconsin {Cont.)
Maine June 30, 1930 20 Dec, 31, 1929 7
June 30, 192 1 Dec. 31, 1830 20 June 0, 1930 7
Dec. 31, 1929 2 June 30, 1931 18 Dec. 31, 1930 7
June 30, 19320 2 Dec. 31, 1931 15 June 30, 1931 7
Dec., 31, 1930 e Dec. 31, 1931 7
June 30, 1931 2 New Jersey .
Dec. 31, 1931 2 June 30, 1929 16 Illinole
Dec, 31, 1929 13 June 30, 1929 1?
New Hampshire June 30, 1930 20 Dec. 31, 1929 14
Dec. 31, 1930{ @22 June 30, 1930 15
Vermont June 30, 1931 U Dec. 31, 1930} 15
Dec. 31, 1931 18 June 30, 1931 12
Massachusetts Dec. 31, 1G31 11
June 30, 1929 4 Delawars
Dec. 31, 1929 6 June 30, 1929 1 Indiana
June 30, 1930 6 Dec. 31, 1929 1 June 30, 1929 4
Dec. 31, 1330 6 June 30, 1930 1 Dec. 31, 1929 5
June 30, 1931 6 June 30, 1930 6
Dec. 31, 1931 R Pennsylvania Dec. 31, 1930 |53
June 30, 1929 14 June 30, 1931 2
Rhode Island Dec. 31, 1929 1h Dec, 31, 1931 2
June 30, 1929 1 June 30, 1930 15
Dec. 31, 1929 1 Dec, 31, 1930 13 hio
June 30, 1930 1 June 30, 1931 11 June 30, 1929 2
Dec. 31, 19%0 1 Dec, 31, 1931 i0 Dec, 31, 1929 3
June 30, 1931 1 June 30, 1930 3
Dec, 31, 1931 1 Maryland Dec. 31, 1930 3
June 30, 1931 3
Comnecticut Dist. of Col. Dec, 31, 1931 3
June 20, 1929 1
Dec. 31, 1929 1 North Central Southern Mountain
June 30, 1330 2 Michigan West Virginia
Dec. 31, 1930 3 June 30, 1929 14
June 30, 19321 3 Dec, 31, 1929 13 Yirginia
Dec. 31, 1931 3 June 30, 19730 13
Dec, 31, 1930 13 Kentucky
Middle Atlantic June 30, 1931 11 June 30, 1929 1
Yew York Dec., 31, 1931 10 Dec., 31, 1929 3
June 30, 1323 17 Wigconsin June 30, 1930 2
Dec. 31, 1929 21 June 30, 1929 7 Dec., 31, 1930 1
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Table IX - Nuwber of Group and Chain Systems, by state(1)
June 30, 1929-December 31, 19%1 (Continucd)

State by | Fumber State by Humber State by Kumber
geographic of geographic of geographic of
division systems division gystems division . systems
Kentucky (Cont.) Migsisgippi kinnesota (Cont.)l
June 30, 1931 1 June 3C, 1929 6 June 30, 1930 35
Dece 31, 1931 1 Dec, 31, 1929 & Dec, 31, 1930 33
June 30, 1930 6 June 30, 1931 33
Tennessee Dec. 31, 1530 7 Dec. 31, 1931 30
June 30, 1929 4 June 30, 1531 5
Dec. 31, 1929 L Dec. 31, 13931 5 Horth Dakota
June 30, 1930 L June 30, 1929 6
Dec. 31, 1930 L | Southwestern Yec. 31, 1929 5
June 30, 1931 4 Louigiana | June 30, 1930 5
Dec. 31, 1931 3 June 30, 1929 4o Dec. 31, 1930 5
Dec. 31, 1929 Lo June 30, 1931 5
Southeastern June 30, 1530 I Dec, 31, 1931 3
Forth Carolina Tec, 31, 1930 4
June 30, 1931 L South Dakota
South Carolina Dec. 31, 1931 Y June 30, 1929 6
Dec, 31, 1929 1 Dec. 31, 1929 5
June 30, 1930 1 Toxas Jsune 30, 1930 o)
Dec. 31, 1930 1 June 30, 1929 18 vec, 31, 1970 5
June 0, 1931 1 Dec. 31, 1929 18 June 30, 1931 Y
Dec, 31, 1931 1 June 30, 1930 18 Dec, 31, 1931 2
Dec, 31, 1930 | 17
Georgia June 30, 1931 16 Towa
June 30, 1929 i Dec. 31, 1931 15 June 30, 1929 13
Dec. 31, 1929 6 vec. 31, 1929 14
June 20, 1930 5 Arkansas ) June 30, 1930 12
Dec. 31, 1970 5 June 30, 1929 & Dec. 31, 1930 11
June 30, 1931 4 Dec. 31, 1929 5 June 30, 1931 | 11
Dec. 31, 1931 4 June 30, 1930 I Dec. 3L, 1931 10
Deea 31, 1930 2
Florida June 30, 1931 b Nebraska
June 30, 1929 6 Dec. 31, 1931 3 Juze 30, 1929 i
Dec. 31, 1929 I Dec. 31, 1929 it
June 30, 1970 7 Oklahoma June 30, 1930 12
Dec. 31, 1930 7 June 30, 1929 13 Tec. 31, 1930 | 12
June 30, 1531 7 Dec. 31, 1829 12 June 30, 1931 12
Dec. 31, 1931 7 June 30, 1930 12 Dec. 31, 1931 9
Dec., 31, 1930 | 1k
Alabana June 30, 1931 14 Missouri
June %0, 1929 b Dece 31, 1331 13 June 30, 1929 8
Dec. 31, 1329 4 Dec. 31, 1925 8
June 30, 1930 4 |Western Grain June 30, 1930 7
Dec. 31, 1930 4 Minnesote Dec. 31, 1930 6
June 20, 1931 ) June 30, 1929 | 37 June 30, 1931 6
Dec. 31, 1931 Y Dec. 31, 1929 | 36 | Dec. 31, 1931 6
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IX ~ Number of Group and Chain Systems, by Statetl)

Table
June 30, 1929-December 31, 1931 (Contimued)
State by Fumber State by Fumber State by iumber
zeographic of geographic of goeographic of
divigion systems division systems divigion | systems
Eensae Colorado Nevada
June 40, 1929 2h June %0, 1929 3 June 30, 1929 2
Dec. 31, 1929 25 Dec. 31, 1929 3 Dec. 31, 1929 2
June 30, 1930| 2 June 30, 1930 3 June 20, 1930 2
Dec. 31, 13530 24 Dece. 31, 1930 3 Dec. 31, 1930 2
June 30, 1931 23 June 30, 1931 3 June 30, 1931 2
Dec. 31, 1931 2 Doc. 31, 1931 3 Dec, 31, 1931 2
Rocky Mountain New Mexico Pacific Coast
Montana June 30, 1929 e Washington
June %0, 1929 3 Dec, 31, 1929 2 June 30, 1928 12
Dec. 31, 1929 2 June 30, 1930 1 Dec. 31, 1929 12
June 30, 1930 2 Dec. 31, 1970 1 June 30, 1930 1%
Dee. 31, 1930 1 June 30, 1931 1 Decs, 31, 1930 13
June 30, 1931 1 Decs 31, 1931 1 June 30, 1931 13
Decs 31, 19731 1 Dec., 31, 1931 12
Arizona
Idaho June 30, 1929 1 QOregon
June 30, 1929 3 Dec. 31, 1929 1 Jane 30, 1929 5
Dec. 31, 1829 3 June 30, 1930 1 Dec, 71, 1929 7
June 30, 1970 3 Doce 31, 1930 1 June 30, 1930 5
Dec. 31, 197 3 June 30, 1931 1 Dec, 31, 1930 i
June 20, 1931 3 Dec. 31, 1531 1 June 30, 1931 I
Dec., 31, 1931 3 Dec. 31, 1931 4
Utan
Wyoming June 30, 1929 5 Califorania
June 30, 1929 3 Dec. 31, 1929 5 June 30, 1929 8
Dec. %1, 1929 3 June 30, 1930 5 Dec. 31, 1929 9
June 30, 1930 3 Dee. 31, 1930 5 June 30, 1930 9
Dec. 31, 1930 3 June 30, 1931 5 Dec. 31, 1930 9
June 30, 1931 3 Dec. 31, 1931 b June 30, 1531 g
Dec. 31, 1931 e Dec. 31, 1931 g

(1) dccording to location of head office,
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Table X -~ Banks in Leading Groups: Number of Banks, Number of Branches, and Loans and Investments
by Class of Bank and by State, December 31, 1931

State clasaified Number of banks ii“’:;imanaid;nggszﬁi?;; Famber of branches
according to law . | Nation— State Non- Nationd State! Non-
rezarding Totalluatmn- State[ Non- Total al member member | Total al _lmember member
branch banking 1 al  memberimenber banks banks banks banks ! banks| banks
State-wide Branch Banking Permitted
Arizona i - - - - - - - - -~ - - -
California i 23 17 - & [$1,000,632{$ 938,140 - $ 62,492 Yog 3u5 - 63
Delaware ! - - - - - - - - - - - -
Dist. of Col. I - - - - - - - - - - - -
Haryland = - - - - - - - - - - - -
Horth Carolina | - - - - - - - - - - - -
Fhnode Tsland ' - - - - - - - - - - - -
South Carolina | 2 1 - 1 5,416 2,079 - 3,337 1 1 - -
Yermont | - - - - - - - - - - - -~
Virginia | = = = = - - - - = - = ind
Total | 25 | 18 - 7 1$1,006,048|$ 9L0,219 - $ 65,829 u0og | 3u6 - 63
Branches Besiricted As o Tocation
Georgia 1| n 1 6 |$ 150,561]$ 133,L05] § 13,8kl § 3,672] 18 18 - -
Indiana - - - - - - - - - - - -
Iowa 5 b - 1 35,730 35,114 616 - - - -
Kentuclky & 3 1 2 L5, 672 ol , 5ol 16 332 l+,76ﬁ g 8 - -
Louisiana 5 2 1 2 22,933 15,833 2,22 3 - 1 2
Haine 12 5 - 7 79,871 20,951 58,880 31 - - 31
Hassachusetts ag 19 5 9 652,177 572,832 1‘2 29,882 23 Lo 11 2
iZichigan 15 5 20 855,971 700,328 559 109,084 263 237 16 10
Mississippi - - - - - - - - - -
%:’onttar.na 30 1L 3 13 58,881 31+ 6ok 18,970 5, 2147 - - - -
lew Jersey - - —~ - - - - - -
Hew York 3l 11 8 12 588 698 51,521 393,471 92 706 68 2 57 9
Chio 11 E - ! 1,306 ,147 - 159 11 11 - -
Pennsgyivania 26 1 3 i 982 ZLG% 31 s 1ol 218,555 - - - -
Tennessee 23| 15 - 14 79,193 - 14 223 20 14 = b
Total ;249 | 12z 27 1c0 | §3,217,979| $2,038,303; $801,763) $377,913] L75 330 g5 60
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Table X

—~ Banks in Leading Groups:
by Class of Bank and by State, December 31, 1931 (Contimued)

Tumber of Banks, Nomber of Branches, and Loans and Investments

Loans and investments

State CIaSS:ifieﬁ{ Humber of banks in thousands of dollars Wumber of branches
according-‘bo law tI\T " State| ¥ Nation- State l Non- Nation| State! Non-
regerding lT otalfovar ate| son- Total al member | member |Total|{ al |member|member
branch banking ! ] | member| member banks banks ! banks banks! banks] banks
Establisiment of Branches Prohibited by Law
Alabama 6 L - 2 1% 50,108($ L8,645 - $ 1,&63 - - - -
Arlmansas - - - -~ - - - - - - -
Solorado - - - - - - - - - - -
Connecticut 9 g - i 38,347 8,953 - 29, 3%)4 - - - -
Florida 5 - g 30,838 29,533 - - - - -
Idzho 22 3 ﬁ 1 17,027 2,608 % 8,2 s 6, 081 - - - -
Illinois 28 5 19 805, 165 u19,26c 167 Rb2; 217,637 - - - -
e ot 104 | 63 -l uoT 83 3 45761 6 6 - -
Vinnesota - 3,261 5 7 - -
Miggouri 6 % 1 i ﬂ 352:612 65,8hu 2,137 - - - -
Yebraske 7 5 - 2 3&,007 33,45 1,351 - - - -
Jevada ol B R A - - - o D e s
Lew 4eX1Cco '}1 E - - 1078 10 “sfs - 3_985 - - - -
Qregon 1 - Q ,36 - . - - - -
Texas 3 3 - - ]-(l 23 ;-5.1,16 - - - - - -
Utah 2 2 1 6 18,11 11,217 922 E,g7h - - - -
Washington 3 22 1 13 137,88 124, 4hy 9,09} , 339 2 2 - -
Test Virginia - - - - - - - - - - -
Tisconsin B3| _2e B 27 239,011 190,768 16,880 31,3563 6 B i 1
Total 307 | 150 | b 1 143 $1,963,3661$1,33H,581 $ 268,580 $350,205 14 12 1 1
o Provision in State law Regerding Branch Banking
Hew Hampshire - - - - - - - - - - -
Forth Dalota 38 31 - 7 |8 32 ,219($ 31,183 ~ 1% 1,036 - - - -
Cklehoma 1 ¢ 10 - 9 6,661 -39,Z£3 - 6,888 - - - -
South Dalkota sh| 31 - 3 85 31 JLED - 1,523 | - - - -
Vyoming 2| = - 2 - - 1,078 - - - -
Total 93 72 - 21 |$ 113,543({¢$ 102,18 - $ 11,125 - - - -
UNITED STATES | 6741 362 41 271 | $6,300,936| $4,015,521| $1,070, 343] $815,072 | 898 688 86 124
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Table XI - Banks in Qther Groups: Number of Banks, Number of Branches, and Loans and Investments

by Class of Bank and by State, December 31, 1931

Loans and investments

State classifieq Namber of branches

Mumber of banks

s ool ‘ in thougands of doliars
B tn T Netion] State | Hom Nation- | State | Nom- Nation-| State | Nom
branch bankinngotal al member! member Total al member member | Total al member| member
! | banks banks banks banks | banks | barks
State-wide Branch Banicine Permitted
Arizona - - - - - - - - - - - -
Celifornia 13 5 - g 1§ Uusg,ulojuse,121 - $ 6,319 127 125 -. 2
Delaware - - - - - - - - - - - -
Dist. of Col. - - - . - - - - - - _ -
Maryland - - - - - - - - - - - -
North Carolina 1 1 - - 2,908 2,908 - - - - - -
Rhode Island a 1 1 1 139,201 6,294 ¢ 129,378 .29 1k - 1l -
South Carolina 3 - 1 30,339 24,180 - ,1p9 22 5 - 17
Vermont - - - - - - - - - - - -
Virginia — — - - - - - - - - = -
Total 21 10 P 1 10 { § 630,888)$485,5031$ 129,378 |$ 16,007, 163 130 14 19
Branches Restricted As to location
Georgis - - I - - - - - - - - - -
Indiana g 3 - 6% 39,1301% 26,40 -~ 1§ 12,600 3 3 - -
Iowa 6 - - 6 3,458 - - 3,458 - - - -
Kentucky - - - - - - - - - - - -
Lonisiana 6 1 1 4 20,917 24l ¢ 18,362 2,311 8 - 5 3
Maine a - - 3 10,258 - - 10,258 5 - 5
Massachusetts 3 - 1 7,456 5,436 - 2,020 - - -
Michigzan - - - - - - - - - - - -
Mississippi 5 1 - 3 2,924 1,813 - 1,111 - - - -
Kontana - - - - - - - - - - - -
New Jersey 49 18 1 17 219,901 u6,9%0 90,826 | 82,129 20 7 & 7
¥ew York 38 19 & 13 928,695 39,266 868,328 | 21,101 101 1 gl 6
Qhio - - - - - - - - - - - -
Pennsylvania 17 5 3 9 240,040 9Z.hoo 123,770 | 20,870 10 1 7 2
Tennessee 3 2 - 1 12,263 __4,956] - 1,307 11 1 - 10
Total 140 H2 2U 64 | $1,485,042] $220,505] $1,101,286 1$163,251 158 13 112 33
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Table

X1

-~ Banks in Cther Groups:
by Class of Bank.

Fumber of Banks, Number of Branches, and Loans and Investments
and by State, December 31, 1531 {Continued)

State classified

P

Mumber of banks

loans and investments

in thousands of dollars

umber of branches

accord_in%.to L Hats Stat - Hation- State Yon-~ Kation— State | Non-~
b regkzllr b 1;? otall|* 11011- " e son- Total al member member | Total] al | member|member
ranch banking 2  morber, member banks banks banks banks | banks | banks
Establishment of Eranches Prohibited by Lew
Alabama 5 1 - TT 3,112¢$ 1,614 - i% 1,498 - - - -
Arkansas - - - - - - - - - - - -
Colorado - - - - - - - - - - - -
Comnecticut 7 1 - 6 55,434 17,611 - 37,823 - - - -
Florida 21 14 1 5 62,5951 51,9461¢ 1,418 9,231 - - - -
Idalo 1& 3 - 12 13,628 9,374 - L,o54 - - - -
I1linois ~ 1 3 , 324 - 3,310 1,014 - - - -
Eansas - - - - - - - - - - - -
Minnesota 1 1 - g 6,860 1,680 - 5,180 - - - -
¥issouri 5 3 2 - 32,795 8,981 23,814 - - - - -
Hebraska - - - - - - - - - - -
Hevada - - - - - - - - - - -
Hew Mexico - - - - - - - - - - - -
Oregon 12 8 1 g 14,767 12,690 873 1,204 - - -
Texas 36 8 2 2 75,252 55,54 14,102 5,606 - - - -
Utah - - - - - - - - - - - -
Washington 23 1 2 17 29,000 g,662 10,569 9,769 - - - -
West Virginia - - - - - - - - - - - -
Wisconsin - - - - - - - - - - - -
Total 138 43 19 86 I$ 297,7671$168,1021$% 54,0861% 75,579 - - - -
No Provigion in State law Regarding Branch Banking

Now Hampshire - - - - - - - - - - - -
North Dakota 5 2 - 3 (8 1,146 501 - $ T — - - -
Oxlahoma - - - - - - - - - - - -
South Dakota - ~- - - - - - - - - - -
Wyoming — - - - - - - - — - - ~
Total 5 2 - 3 |3 1,146]$ 501 - $ 645 - - - -
UKITED STATES | 304 | 107 34 163 |$2,41k%,843]$874,611 | $1,284,750{ $255,482) 321 | 143 126 52
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Table XII- Banks in Chains:

by Class of Bank and by State, December 31, 1931

Wumber of Banks, Mwaber of Branches, and Loans and Investments

State claegified
according to Law

Humber of banks

Loans and investments
in thousends of dollars

Mumber of branches

regarding Hation- | State | Non Hation- | State Non~ Nation-| State | Non-
branch banking 10%8Y a1 |mesber |member] Total al member | member (Total] al |memberimember
. banks baniks | banks banks | baniks | bankg
State-wide Branch Banking Permitted
Arizona 6 1 - 5% 1,145 ¢ 4,175 - $ 9,970 1 - - 1
California 13 8 - 5 14,518 11,6471 - 2,871 2 2 - -
Delaware - - - - - - - - - - - -
Dist. of Col. - - - - - - - - - - - -
Maryland - - - - - - - - - - - -
North Carolina - - - - - - - - - - - -
Bhode Island - - - - - - - - - - -
South Carclina - - - - - - - - - - - -
Vermont - - - - - - - - - - -
Virginia - - - - - - | - - - - =
Total 19 9 - 10 {$ 28,663$ 15,822] - |$ 12,841 3 o - 1
Branches Restricted As to Iocation

Georgia 6 2 - L 1s 3,757i1$ 1,859 ~ $ 1,898 - - - -
Indiana - - - - - - - - - - - -
Iowa 50 18 1 31 28,171 14,k0618 772 12,993 2 - -~ 2
Eentucky - - - - - - - - - - - -
Louisiana 8 6 - 2 30,361] 24,470 - 5,891 11 8 -~ 3
Maine - - - - - - - .- - - - -
Massachusetts Y 2 - 2 g,229 2,460 - 5,769 2 - - 2
Michizan 55 3 4 L3 57,789 15,581 16,6467 25,522 138 - 16 22
Mississippi 18 2 - 16 17,403 6,075] - 11,3281 12 - - 12
Montana 12 3 - g 4,667 1,585 - 3,082 - - - -
New Jersey 2l 9 1 11 | 163,949] 55,588 6,269; 102,092 U 9 1 14
New York 23 15 1 7 60,222 U6,891| 1,034 12,297 b L - -
Ohio - - - - - - - - - - - -
Pennsylvania 14 5 b 5 39,421] 24,378 T.787 7,256 2 1 - 1
Tennessee - -~ - _= — — - - —- - - -
Total 211 70 i1 170 {$413,9291 $193,293 $32,508| $188,128 | 95 22 17 56
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Table XII - Banks in Chaing: Number of Banks, Wumber of Branches, and Loans and Investiments
by Class of Bank and by State, December 31, 1931 (Continued)
! a i tment
State clascified ¥umber of banks iioiggu:nand:nzzsdrgi?ais Mumber of branches
accord.in.g.‘iso law Natd tatel W Nation-| State| Non- Nation-| State| Non-
regarding Total ] oeion= State on-= Total al member | member |Total| al member [member
branch banking al  |member|member banks | banks| banks banks | banks| benks
Establighment of Branches Prohibited by Law
Ml ahama 13 § - b9 4,2001% 3,686] = $ 523 - - - -
Arlkansas &) - 11,1200 10 8 - ohe - - - -
Colorado 12 10 - E l 22 55]4 15: 5 - 6,039 - - - -
Connecticut - ~- - - - - - - - -
Florida 25 - 20 3h g6l 27,150 - 7, 836 - - - -
Idaho & A - y ’366 oroh3l o 1,226| - - - -
Illinois 23 | 10 1 12 38,7621 27,150(% 11 168 - - - -
Kensas 2| 2 1| 62 | B8y 9,75%7|  1,011{ 16,010 - | - - -
Minnesota 142 55 1 86 21 501 587 1,087 30,827 - - - -
hissouri 16 5 - 11 31,7550 14,101y -~ 1&,65& - - - -
Nebrasia o | 2 - 24 20.060] 15.361| - ,692 1 1 - -
Fevada 16 4 - 12 21,268 &,712] - 12,55 - - - -
New Mexico 5 4 - 1 1.2%0| 1,083 - 157 - - - -
Toage” | 5 | 2| 3 ; - ; B S
eXas 2 3 1 107 13,10 206 - - - -
IR RAERE B N I
ashi on 1 1 2 G 2 2 - -
West %rginia 1 - 1 - 5 1.21. : 39 Ei ﬁ 3.'.',7 - - - g
Fisconsin 231 _1 - 22 36,851 29,793 7,058 | = - -
Total 520 | 201 8 321 {$be7,518) $282,6761% 9,356 1$135,L86 3 1 - 2
So Provision in Siate Law Regarding Branch Banking
New Hampshire h-_ g - -11 R l{» - - - - - -
Horth Dakota 0 - 3 1 21 $ 0gh - $ 6,867 - - - -
Oklshome, 75 | we - 5 ﬁ 18 1531 - 5.727] -~ - - -
South Dalkota 1 2 3 1 1£‘ 828 $ 1,168 5,221 - - - -
Wyoming it | _6 1 7 11 196 10,268 122 1,574 -1 - - =
Total 148 56 Y 88 I$ 56,623 $ 35,9u41$ 1,290($ 19,389 - - - -
UNITED STATES | 908 | 336 23 | 549 |$926,733| $527,735| $43,154|$355,8u4 101 | 25 17 59
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Table XIII - Number and Loans and Investments of Banks in Two-bank Affilistions
by States, December 31, 19321

Loans and investments

State by Huaber in thousands of dollrrs
geographic A11 |¥ation-| State | Non- A1l National | State | Non-
division al meumber{ member member | member
28| barks | banks | benkg | Doke banks | omcs | banks
New England Lo 23 - 19'$ 129,630({%8 75,801 - |% 53,829
Maine b 3 - 1 4,901 3,285 - 1,616
New Hampshire 12 6 - 6 24,119 11,680 - 12,439
Vermont 11 6 - 5 15,026 9,494 - 5,532
Magsachsatts 6 L - 2 20,019 6,465 - 13,55k
Rhode Island - - - - - - - -
Connecticut 9 L - 5 65,565 W, 877 - 20,088
Middle Atlantic 152 73 19 60{ 2,050,850 1,410,263 ($321,107 | 319,498
New York 36 26 2 gl 1,257,073} 1,130,143 | 11,183| 115,747
New Jersey 38 13 8 17 193,696 17,116 | 77,487 39,093
Delawars - - - - - - - -
Pennsylvania 78 34 g9 3 600,099 203,004 | 232,437 | 164,658
Maryland - - - - - - - -
Dist. of Col, - - - - - - - -
Worth Central 129 53 g 68 665,723 269,611 | 314,486 ) 81,626
Michigan 15 5 3 i 62,525 25,595 { 21,479 | 15,451
HWisconsin 1L 2 - 12 15,052 1,283 - 13,769
Illinois ﬁg 13 1 16| 109,760 72,820 | 12,282 | 24,658
Indiana 22 - 26 70,535 49,130 - 21,405
Ohio o2 11 I 7 407,851 | 120,783 | 280,725 | 6,343
Southern Mountain | Bb 2 2 o8 174,814 105,726 | 39,835 29,253
West Virginia I 2 1 1 27,182 14,881 [ 11,182 1,119
Virginia 12 L 1 7 55,842 20,279 | 28,653 | 9,910
Kentucky 18 g - 10 51,792 41,955 - 9,837
Tennessee 20 10 - 10 35,998 28,611 - 8,387
Southeastern 32 13 1 18 k5,737 26,216 707 | 18,81k
North Carolina 16 7 - 9 25,678 19,068 - 6,610
South Carolina g 2 1 5 12,736 2,996 707 9,033
Georgla Y 2 - 2 2,639 2,134 - 505
Florida - - - - - - - -
Alabama 2 1 - 1 3,452 1,444 - 2,008
Mississippi 2 1 - 1 1,232 574 - £R8
Southwestern 109 65 4 4o 281,995 224,676 2,545 | B4,774
Louisiana 10 5 - 5 78,421 45,438 - 32,983
Texas £4 36 Y 2k 139,014 118,128 2,545 | 18,341
Arkansas L 1 - 3 3,107 | 1,629 - 1,478
Oklahoma 31 23 - 8 61,453 | 59,u8) - 1,972

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




-y

Zliv -

Table XI1I - Mumber and Loans and Investments of Banks in Two-bank Affiliations
by States, December 31, 1931 (Contimed)

Loans and investments

State by Humbor in thousands of dollars

geographlc Al1l Hation-! State | ¥on- All ¥ational State Non-

divigion . al member|member . member | member
Darks! o oris | baniks | banks | UL vanks | onics | banks

Western Grain 164 g1 5 781$ 5ik,01ul$  32%,939) $13k4,14918 55,826
Minnesota 12 7 - 5 10,479 G,087 - 1,392
Yorth Dakota 6 3 - 3 3,023 2,292 - 731
South Dakota 2 1 - 1 2,325 1,854 - 471
lowa 50 21 2 27 72,312 20,688 27,87 21,817
Nebraska 4y 25 - 19 77,181 70,954 - 6,187
Missouri 20 8 1 11 324,103 197,757 105,208 21,138
Kansas 30 16 2 12 25,491 20,267 1,134 4,090
Rocky Mountain 2l 14 1 g 95,923 66,5771 12,057} 17,289
Montana 2 1 - 1 RS9 HE) - 109

Idaho - - - - - - - -
Wyoming 6 3 - 3 5,829 5,031 - 798

Colorado 6 5 1 - 50,840 3%,783] 12,057 -
New Mexico b 3 - 3 13,755 10,679 - 3,076
Arizona 2 1 - 1 2,568 2,438 - 130
Utah 2 1 - 1 22,372 9,196 - 13,176

Neva.da - - - - - - - -
Pacific Coagt 90 L3 3 Ll 34l 303 194,557 10,873 | 138,873
Washington 2 1 - 1 3,967 3,281 - 686
Oregon 12 € 2 b 5,105 2,569 1,005 1,531
California 76 36 1 39 335,231 183,707 9,868 136,656
UNITED STATES | 796 389 43 364 |$4,303,907 [$2,698, 366 1$835,759 [$769,782
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Table XIV - Bumber of Suspended Banks in Groups and Chains,
by States and by Years

coo grz;ﬂi g{ﬁsim 1921 1922{1923] 1924 |1925 (1926|1927} 1928|1929 |1930! 1931 {Total
New England - = = - - - - -~ - 1 9{ 10
Massachusetts - -t - -1 -1 = - - - - 81 9
Vermont - - - - - - - o 1 - 1
Middle Atlantic -l =1 - -t - = = - - 2 lg 15
New Jersey - - - - - - - - - - 4
New York -l -1 -t -1 -] -} -l -~ -{ ¥ 3 b
Pennsylvania -1 -~ -1 = = =1 - -t -l 1 67 7
North Central - - - -+ = - 1 - - 30 L) Lg
¥ichigen T e o e s ™ ™ e I - B K
Wiscongin - - - - - - - - - - 2 2
Illinois - - - - - - - - - -1 29 2&
Indiana - - - - - - - - - 3 1
Southern Mountain - - - - - - - - - 5 - 5
Kentucky - - -1 = - - - - - 3 - 3
Tennessee - - - - - - - - - 2 - 2
Southeastern - - - - - | 111 7 -| 28} 15 6| 167
Georgia | =] =] -j ~| 80 2l -1 1 1 2| 86
Florida - -1 - =i -{30] 5 -{21{ 1| -~} 63
Alabama - -l = =} - = =} -] - Wi 2| 5
Mississippi - - - - . 1 - - - g 3| 13
Southwestern 2 - - - - 1 9 g 12| 60| 11103
Arkansas 2] =| = =1 =| -1 31 3| =i 58| 8] 72
Oklahoma - - -] ~1 =] =1 &} =| 12y "2l 1| 2
Texag - - - - - 1 o 5 - 3 2 11
Western Grain 1 =1 17| 17 11| 31| 15| 4| 13| 24| 35| 168
Minnesota - - - - - 2 - 1 - 3 121 18
North Dakota 1 -1 17| 16| 4| 6 3 2|l 7 4| 1| 71
South Dakota - =} =] = -] <~} -1 1| 3} 4| 2} 10
Iowa -] = -] - 1|17 Ll - -] 6 3| 31
Missouri - - - 1 6 3 - - - 1 2| 13
Wcbroska - -1 = =] | = 1] - 6 5| 15
Kanaag - - - - - 3 1 - - o - 10
Rocky Mountain 3] -1 & 7 g 1 - 1] - 1 3| 28
Montana - - 2 1 1 1 - - - 1 2 8
Idaho - - 2 ~ - - - - - - - 2
Wyoming - - - 6 - - - - - - 1 7
Colorado - - - - L4 - - - - - - L
Arizona 3 - - - 3 - - - - - - 6
Utah - - - - - - - 1 - - - 1
Pacific Coast 1 - - - - - 1 - - 1 4 7
Washington 1 - - - - - - - - 1 4 6
Oregon - - - - - - 1 - - - - 1
UNITED STATES 71 -2 24 19 1M | 33 13 | 53 |112 [125 {551
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Table XV

and by Year-

(in thousands of dollars)

- Loans and Investments of Suspended Banlss in Groups and Chains,
by State

State by

reosraphic divisiont 292% | 1922 | 1923 igeh | 1925 1926 | 1927 | 1928 | 1929 1930 1931 Total
XNew England i - - - - $1,139 $ 60,795 |$ 61,934
Massachusetts - - - - - - - ~ ) - 60,7951 60,795
Vermont - - - - - - - {1,139 - 1,139
¥iddle Atlantic - - - - - -~ - - - ug, ko5 | 40,598 89,004
New Jersey - - - - - - - - - - 12,224 12,224
New York - - - - - - - - - U7k 10,253 10,727
Pennsylvania - - - - - - - - - 47,932 18,121| 66,053
North Central - - - - - - 7071 - - 3,379 79,540| 83,626
Michigan - - - - - - 707 - - - 7,682 8,389
Wisconsin - - - - - - - - - 552 h5a
Illinois - - - - - - - - - - 71,0771 71,077
Indiana - - - - - - - - - 3,379 229 3,608
Southern Mountain - - - - - - - - - 85,293 -~ 85,293
Kentucky - - - - - - - - 59,180 - 59,180
Tennesgsee - - - - - - - - 26,113 - 26,113
Seutheastern - - - - - |$uo.B02| 8,422 ~ 1%28,510 g,853 2,0721 89,359
Georgie - - - - - 16,517 175 - 83 173 160 17,108
Florida - - - - - 23,621{ 8,247 - 28,427 1,342 - 61,637
Alsbama - - - - - - - - - 2,234 8| 2,323
Mississippi - - - - - 364 - - - 6,104 1,823 g,291
Scuthwestern $ 951 - - - - 100] 3,950{$l4,095| 2,500 | 30,378 2,579 4,553
Arkansas g51 - - - - - 1,181 1,81k - 29,823 2,035 35,812
O¥izhoma - - - - - - 2,761 - 2,500 139 138 5,538
Texas - ' - - - - 100 2,281 - 416 %06 3,203
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Table XV -~ Leans and Investments of Suspended Banks in Groups and Ckains,
by States and by Years (Continmed)

(in thousands of doilars)

tate Db .
geogrgphic divigion 1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 1928 | 1929 | 1930 1931 | Total
Wostern Grain $ 131 - | $2,765(%$2,7271% 2,564 |$13,80G1$ 4,657 ¢ 329)% 1,384{$ 5,882 $ 11,L06|$ us,80u

Minnesota - - - - - 362 - 206 - 837 3,947 5,352
North Dakota 131 - 2,765| 2,286 527 933 yolf 119 672 527 2,357{ 10,811
South Dakota - - - - - - - 6l 379 777 276 1,496
Iowa - - - - 1,000] 8,310 2,926 - - 1,550 1,676| 15,462
Missouri - - - Mgl 1,037 3,366 - - - 539 256 5,639
Nebraska - - - - - - 320 - 333 1,652 2,984 5,289
Kansas - - - - - g38 017 - - - - 1,755
Rocky Mountain 2,068 - 2,22Ul 2,6971 7,95% T4 - 388 - 183 1,061 17,534
Montana - - 260 119 281 T4 - - - 183 ook 1,121
Idaho - - 1,964 - - - - - - - - 1,964
Wyoming - - - 2,578 - - - - - - ghp a, 420
Colorado - - - - 4,56 - - - - - - ,569
Arizona 2,568 - - - 3,10 - - - - - - 6,072
Utah - - - - - - - 388 - - - 388
Pacific Coast sl o - - - - 311 - - gUG 997 2,589
Vashington s - - - - - - - gug; 997 2,278
Oregon - - - - - - 311 - - - - 311
UNITED STATES $u,h850 - | $4,989| $5,42k) $10,518 1454, 485 | $18,0L7| $4,872) $32, 394 |$185,359 $199,123] $519,696

~ TTATX ~
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Table XVI- Number of Suspended Banks in Groups and Chainsg, by State

and by Size of Loans and Investments

State by - Size group --loans and iavestmenis in thousands of dollars
geographic under | $150- | §50- | $500-) $750- | $1,000- | $2,000-| $5,000- I $10,000~ | $50,000 | 1.4,
divigion $150 | 250 500 750 | 1,000 2,000 5,000 | 10,000 50,000 | and gver
New England - - - - - | 3 2 1 - 10
Massacmsetts - - - - - 3 3 2 1 - 9
Vermount - - - - - 1 - - - 1
Middle Atlantic - - 1 - & 3 1 - 12
New Jersey - - - - 3 - 1 - -
Few York - - 1 - - 2 - 1 - - 4
Pennsylvania - - - - 1 1 3 1 1 - T
North Central 3 i 1 6 10 1 7 3 1 - L8
Michigan 2 2 1 2 b 2 - - - - 13
Wisconsin - 1 1 - - - - - - - 2
Illinois - - 5 Y 5 5 6 3 1 - 29
Indiana 1 1 - - 1 - 1 - - - 4
Southern Mountain - - - - - - i - Y - 5
Kentucky - - - - —- - 1 - 2 - 3
Tennessee - - - - - - - - e - 2
Southeastern 63 35 27 11 1l 12 5 1 1 - 167
Georgia 49 24 12 - - - 1 - - - 86
Florida 8 g 12 10 11 10 2 1 1 - 63
Alabana 3 - - 1 - 1 - - - - 5
Mississippi 3 4 3 - - 1 2 - - - 13
Southwestern R0 19 17 8 - & 2 - i - 103
Arkansas 32 13 13 8 - L 1 - 1 - 72
Oklahoma 14 3 1 - 1 1 - - - 20
Texas — 3 3 - - 1 - - - - 11
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Table XVI -~ Number of Suspended Banks in Groups and Chains, by State: and by Size of Loans and Investments (Continued)

State by Size group--loansg and investments in thousands of dollars
geographic Under | $150- | $250- | $500- | $750- | 41,000~ | $2,000- $5,000- | $10,000- } $50,000 Total
division $150 | 250 | 500 | 75 11,000 | 2,000 | 5,000 ! 10,000 | 50,000 |and over| °
Western Grain 72 45 31 10 3 L - - - 168
Minnesota 5 5 4L 3 1 - - - _ - 18
North Dakota 41 20 9 1 - - - - - - 71
South Dakota 6 2 2 - - - - - - - 10
Louisiana Y 8 10 2 2 1 - - - 31
Missouri Y 2 1 2 - - 1 - - - 13
Nebraska 7 Y 2 1 - - 1 - - - 15
Kansas 5 U - 1 - - - - - - 10
Rocky Mountain 7 y 6 3 3 3 o - - - o8
Montana 5 2 1 - - - - - - - 8
Idaho - - - 1 - 1 - - - - e
Wyoming 2 - 2 - 3 - - - - - 7
Colorado - 1 1 - - 1 1 - - - 4
Arizona - 1 1 2 - 1 1 - - - 6
Utah - - 1 - - - - - - - 1
Pacific Coast 3 - 2 - 2 - - - - - 7
Waghington 3 - 1 - 2 - - - - - 6
Oregon - - 1 - - - - - - - 1
UNITED STATES | 198 & 108 91 38 30 42 26 9 g - 551
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Table XVII - Loans and Investiments of Suspended Banlks in Groups and Chains, by State
and by size of Loans and Investments, 121-1931

State by Size group--loans and investments in thousands of dgllars
geographnic Under | $150- | $250- | $500- | $750- | $1,000-}§2,000~| $5,000-]%$10,000- | $50,000 Totel
division $150 250 500 750 (1,000 | 2,000 | H,000 110,000 { 50,000 land over
New England - - - $ 5,7901$11,232) $16,4281$ 28,48l - $ 61,974
dassacimsetts - 4,651] 11,2320 16,428] 28,484 60,795
Verment - - - - - 1,139 - - - - 1,139
Middle Atlantic - - s uwpl -l 760l s,285] 10,u78] 21,074 u7,932] - g9 ,004
New Jersey - - - - - z,409 - 8,815 - - 12,224
¥ew York -~ - Wy - - 3,078 - 7,175 - - 10,727
Pennsylvania - - - - 760! 1,799 10,478F 5,084 47,932 - 66,053
North Central $ 268{% 772] 2,846}$ 3,735 &£,759] 10,9%1| 23,189, 22,205| 10,911 - 83,626
Michigan 233 337 398 1,379 3,4931 2,549 - - - - 8,389
Wisconsin - 206 3u6 - - - - N - - 552
Iliinois - - 2,102 2,35 L,338] 8,392! 20,775 22,205 10,911 - 71,077
Indiana 35 229 - - 930 - 2,414 - - - 3,608
Southern Mountain - - 2,142 83,151 - §5,293
Kentucky - - ~ - 2,2 - 57,038 59,180
Tennessee - - - 26,113 - 26,113
Southeastern 5,949 €,4861 9,775] 6,808 9,477 17,0241 15,113 5,005 13,722 - 89,359
Georgia 4,766 4,2791 4,073 - - - 3,930 - - - 17,108
Florida 768 1,458] u,823| 6,257} 9,477 13,986 6,141 5,008 13,722 - 61,637
Alabama 175 - - 551 - 1,597 - - - - 2,323
Misgigsippi 2ho 749 879 - - 1,441 4,982 - - - g,291
Southwestern 3,985{ 3,830| 6,277} L,904% - 7,284 4,450 - 13,783 - 4, 553
Arkansas 2,34| 2,671 k,833| 4,904 - h,838] 2,384 - 13,783 - 35,812
Oklehoma 1,350 506 388 - - 1,188 2,106 - - - 5,538
Texas 241 £53] 1,051 -~ - 1,258 - - - - 3,203
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Table XVII -~ Loans and Investments of Suspended Fanks in Groups and Chains, by State

and by Size of lLoans and Investments, 1921-1931 (Continued)

tate by Size group~-loang and investments in thousands of deliars
geographic Under | $150- | $2B0- | $P00- | $750- | $1,000-| $2,000-[ $5,000- | $10,000-; $50,000 Total
division 3150 2h0 500 750 1,000 2,000 1 5,000 110,000 { 50,000 tand cver
Western Grain $ 6,584 ¢ €,600(810,4501{8 5,8671% 2,591|$ 4,779 $ 6,924 - - - $ 45,804
liinnesota 510 956] 1,k20] 1,685 781 - - - - - 5,382
North Dakota 3,798 3,680] 2,803 530 - - - - - - 10,811
South Dakota 502 379 615 - - - - - - - 1,496
Iowa Wzl 1,627) 3,431] 1,252] 1,810f 4,779] 2,120 - - - 15,462
Missouri 258 3601 1,577 1,082 - - 2,362 - - - 5,639
Nebrasks 680 218 6o T45 - - 2,42 - - - 5,289
Kansas 393 789 - 573 - - - - - - 1,755
Rocky Mountain 107 818 1,954{ 1,686; 2,465 u,783% 5,121 - - - 17,534
Montana Lk 366 281 - - - - - - - 1,121
Idako - - - phg - 1,415 - - - - 1,964
Wyoming 233 - 722 - 2,L6% - - - - - 3,420
Colorado -~ 2lis 31| - 1,401 2,621 - - - 4,569
Arizona - 206 202 1,137 - 1,967 2,500 - - - 6,072
Utah - 388 - - - - - - - 388
Pacific Coast ohp - 746 1,601 - - - - 2,589
Washington p2) It 435 - 1,601l - - - 2,278
Jregon - - 211 - - - 311
UNITED STATES $17,735; $20,515[$32,522 |$23,000 {$25,653] $58 ,887! $78,689] $64,712(4$197,983 - $519,696
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Table XX - Disposition of Suspended Banks in Groups and Chains

1921-1930(1)

State OY Taken| In process Disvosition Coupletely|Total mumber
geographic Reopened| yor {of liquidation|not recorded|liquideted| suspended
division
¥ew England - - 1 - - 1
Vermont - - 1 - - 1
Middle Atlantic - - 2 - - 2
New York - - 1 - - 1
Penngylvania - - 1 - -~ 1
North Central 1 - 3 - - 4
Michigan - - 1 - - 1
Indiana 1 - 2 - - 3
Southern Mountain 1 - Yy - - 5
Kentucky 1 - 2 - - 3
Tennessee - - 2 - - e
Southeastern Kl 5 75 - 26 161
Goorgia 2b 3 32 - 2% gl
Florida 27 1 32 - 3 0
Alabama - - Y - - 3
Miggigsippi 1 1 g - - 10
Southwestern 2 5 RS - 6 9z
Texas 1 - a - - E
Arkansas 20 4 37 - 3 &
Olzlahoma 1 1 14 - 3 19
Western Grain 20 1 9h - 17 133
Minnesota 1 3 - - 6
North Dakota 3 - 50 - 7 60
South Dakeota - - 8 - - g
Towe 11 - 12 - 5 c8
Nebraska 2 - I - - 10
Missouri - 1 6 - Y 11
Kansas 2 T - 1 10
Rocky Mountain y - 10 2 g9 25
Montana 1 - 1 - Yy 6
Idano - - 1 - 1 2
Wyoming - - 1 2 3 6
Colerade - - 7 - 1 4
Arizona 2 - ﬁ - - 6
Utan 1 - - - - 1
Pacific Coast 1 - 2 : - - 3
Washington 1 - 1 i - - P
Oregon - - 1 - - 1
UNITED STATES 103% 11 252 2 58 Lo
!

(1) Disposition al the time the schedules were prepared during tue latter half of
1930 and the first nalf of 1931,
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"POSSIRLE CONTHOL OF ELECTIOWS OF FEDERAL RESERVE BAWK DIRECTORS
BY GROUP BAWKS IF NINTH FEDERAL RESERVE DISTRICT

"For purposes of election of clags A and class B directors of Federal
reserve banks, member banks in each Federal reserve district are divided into
three groups, each electoral group consisting as nearly as possible of hoalks
of similar capitalization. ZEach group of bhanls is permitted to elect oue
elass A and one class B director. ZIFach member bank certifieg its first,
second, and other choices for a director of class A and class B, respectively.
Only oane choice for any one candidate may be voted, 4 candidate having a
majority of first choice votes is declared elected. In case no candidate
has a majerity of first choice votes, the first and second choice votes are
added together and if any candidate then have a majority of electors voting
he is declared clected; if not, the first, second, aund other choice votes
are added and the candidate then having the highest number is declared

elected.

"In the ninth Federal reserve district the electoral groups of member
banks are as follows: Group 1 consists of banks having & capital and surplus
of $400,000 and over, Group 2 of banks having a capital and surplus of from
$60,000 to $399,999, and Group 3 of banks haviag a capital and surplus of less
than $60,000. At the end of 1929, there were 683 member banks in the Minneapo-
1lis district, of which 30 were in Group 1, 299 in Grovp 2, and 354 ia Group 3.

"The number of member banks in the ninth district belonging to the
Northwest Bancorporation group and in the First Bank Stock Corperation group,
together with the percentage of the aumber of banks in each of these groups
to the total number of banks in each electoral group are shown below:

Member baulks in the ninth Federal reserve district, by electoral groups,
December 31, 1929

Al Humper of banls in -~
member | Group |Group |Group
banls 1 2 7
A1l member banks 683 30 259 354
First Bank Stock Corporation:
Number 65 7 by 11
Per cent of total in group 9.5 23%.3 | 15.7 3.1
Horthwest Bancorporation:
Mmber 55 1}3 30 i2
Per cent of total in group 8.1 43.3 | 10.0 3ol
First Banlz Stoci Corporation and |
Horthwost Bancorporation combined: i
Hamber 120 20 77 23
Per cent of total in group 17.6 66.7 | 25.8 6.5

(1) Includes 1 bank which joined the growp in January, 1930.
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"It will be notod that the First Banlz Stocl: Corporation and the
Torthwest Bancorporation together control 0b.7 per cent of the member ban'ts
Group 1, the groun of largest banls, in the linneapolis Federal reserve
district; and it is manifest that acting togetiier fhese two corporatisas
could easily control the elections of class A and class B directors in this
group by having the member ban%s which they own vote for a particular candi-
date. On the basis of their pnrescnt holdings, therefore, these two corpore-
tiong Ty thelr combined action would be able to place upon the board of
directors of the Tederal Reserve Banit of Minnespolis a clags A director and
a clasg B director from Group 1. WNoreover, the First Bank Stock Corporation
and the Yorthwest Bancorporation togetiher control approximately 25 per cent
of the banks in Group 2 in the Minneapolis diustrict. ™aile this number is,
of coursc, not sufficient to control absolutely the elections of class A
and class B directors ia the distriet, it is obvious that by acting jointly,
they could zive to any specified candidato a large maber of votes and with
some additicnal votes from independent vanks might bring about the clection
of tho dosired candidate. This would be more easily accomplished in an cloc-
ticn where therec were several candidates in the Tield, in which case control
of a plurslity of the votes might be sufficient to elect., Under some cir—
cumsthances, therefore, oa the basis of present stocitholdings, tue two cor-
porations aciing together might conceivably succecd in clecting a class A
and a class B dirccter from hothh Group 1 and Grown 2 in the linneapolis dig-
trict, a total of four dircctors.

"Acting separately, the Horthwest Bancorporation, owning as it does,
approximately Y43 per cent of the member bauks in Group 1, could probably con—
trol the election of class A and class B directors in that group in many
cases, Lunless the oppositlon were united on one other candidate., The First
Bank Stock Corporatiozn, hewever, owning about 23 per cent of the member banks
in Groun 1, would probavly find it difficult to compel the election of any
candidate in the group unless it wers able to obtain the support of at least
some of the banks owned by the Northwest Bancorporation. It is doubtful
whethor cither the First 3ank Stock Corporation or the Horthwest Bancorpora—
tien could, acting scparately, contrel the clections of class A or class B
dircetors in 3roup 2, as their separate holdings in this group arc only abvout
1& por cent and 10 per cent, resnectively.

"ds showm 1in the above table, the holdings of these two corporations
in member banks in Group 3, the group of smallest banks, are rclatively small
and it is very doubtful, on tho dasis of the presont holdings, that much in-
flucuee conld be exerted by tacse two corperations on elections of class A
and class B directors in this group, unless it he by moral swasion or somo

method other thaa direct control of voios.

"hilc the above shows the possibility of the control of clections
of Federal reserve bank directors by group banking systems, I wish to point
out that therc would be no likelihood of similar control of sucii clections
iz the eage of branch bvanuding. A parcont boak and 211 its braanchos consti-
tutc but onc corperatce eatity and, accordiagly, o momber baunk with any number
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of Brasnches —ould be entitlad under the low to only oune vote in eleciious

of class A and class B directors. For exzipnle, if the Northwest Beacorpora~
tion were o member banlz with a large mumvder of branches instead of 1 helding
corvoration owning stock in o large number of individnal banks, it would
have only cne vote in eleciions of class A and class B directors, whereos

it wow controls a larze number of votes as iandicated above.®

(Source: TUnited States Congress, 7lst, 2nd Session, Heariigs before the
House Committee ounn Banldng and Currency on Branch, Chailxn, and Group Banlins
under H. Res. 141, February 27, 1930, »o. 185,186.)
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DIGEST OF STATE TAWS RELATING TO THE PURCHASE OF CORPORATE
STOCKS BY BANKS AI'D TRUST COMPANIES,
7459)
(Superseding X~8698)

-— - e

On ﬁage 456 of the Federal Reserve Bulletin {or July, 1930,
there was published a digest of State laws relating to the power
of banks and trust companies to invest in or purchase siocks of
other corporations, including stocks of other banks and trust com-
panies, which was prepared by the Counsel's office of the Federal
Reserve Board with the assistance of the Counsel tc the various
Federal reserve banks, and which showed the status of the State
legislation dealing with this subject as of March 1, 1%30. The
following digest of the laws of the several states, which was alse
prepared by the office of the Board's Counsel with the assistance
of the Counsel to the various Federal reserve banks, supersedes the
digest published in the Federal Reserve Bulletin for July, 1930,
and shows the atatus of the State legislation dealing with the pur-
chase of or investment in corporate stocks by banks and trust companies
as of August 1, 1932. The digest does not cover permission granted
to banks and trust companies to iavest in or purchase stock in muni-
cipal or other public corporations, Federal reserve banks, joint
stock land banks, corporations engaged principally in foreign bank-
ing operations, safe deposit companies, or similar institutions af-~

filiated in some respects with the business of banking,
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ATATAIA.

Barlss aud trust companies doing o baniting business ~ Purchase
£ stocls vermitted, but amow:t of stocl:s in bam: limited.

"he laws of this State provide that baxls and trust
corpaunies doing a banlziag business may * * * Duy and sell * * ¥
bonds, astoclz, * * *,» (0ivil Code of Alabama, sec. 6365; Con-~
bined Banizing Laws of Alabawa, 1928, cec. 0365, p. 29). However,
"io ban': shall subscribe for or own exceeding ten pur cent of
the capital etoc’: of any other ban':, or invest or have iavested
an anount exceoeding in the aggregate 25 por ceat of its orn paid
in capital stocls in the carital stoclt of any other ban's or nan'ts,
Any banlz acquiring capital stock in any other bari: in the usual
course of busiess in payuent of an indebtedness omiag to i,
must sell such portion of said stoclt an is in excess of the
anount vhich i1 is permitted to hold and o as herein provided
mithin one vear from the time the ssme is acquired." (Civil
Code of Alabama, sec. 6355 Combined Barising Laws of slabama,
1928, sec. 6355, p. 25.)

ARTZOTA.

Purchase of corporate stocl:s permitted.

Under the laws of this state, "o bani:, trust company or
loaa association, mey purchase, own, hold, or sell or otherwise
dispose of the shares of the capital siccl: of any other cor—
poration, waless, such purchase shall be authorized by the execw
utive commitice or approved by the board of directors; and if
the purcnase is of stock in a bawxz the approval of said purchase

mist also be had from the superintendent.!
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{Revised Code, 1928, sec. 224).

The term "bank" as used above includes savings banks (Rev.
Code of 1928, sec. 209); but, in another provision of the laws of this
State which enumerates investments that may be made by savings banks,
it is provided that "It shall be unlawful for any savings bank to in-
vest or loan any of its canital or any of the money of iis depoesitors,
in the shares, stocks or bonds of any mine or mining company or oil

company * * *, %  (laws of 1929, ch. 32.)

AREANSAS.

Banks —~ no specliic statutory provisions.

There do not apnear te ve any statutes in this State specifically
authorizing banks to purchase the kinds of corporate stocks covered
by thig digest. However, the laws »nrovide that "no bank shall employ
ity moneys, directly or indirectly, in trade or commerce by buying and
selling zoods, chattcls, wares and merchandise, nor be the purchaser or
holder of its own capital stock, unless such security or purchase shall be
necessary to prevent loss upon a debt previously contracted in good
faith; and stoclk so purchased or acquired shall, within itwelve months
of its purchase, be sold or disposcd of at private sale; after
the expiration of said twelve months any such stock shall not
be considered as part of the asscts of any bank., Provided, that
it may hold and sell all kinds of property that may come inte its
possession as collateral security for loans or any ordinary col-

lection or debts, in the manner provided by law. Provided, further
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that any goods or chattels coming into its possession as afore-
said shall be disposed of as soon as possible, and after twelve
months from the date of acquirement shall cease to be recloned
as a part of its assets. " (C. & M. Dig., sec. 695} Banking Laws,
1921, sec. 28, n. 24.)

Trust Companies - Purchage .. stocls permitted.

Trust companies are authorized Mto buy and sell all
¥inds of * * * gstocks, and other investment securities, " (Act
of April 13, 1903, sec. 2, p. 228, as amended by Acts of 1923,

Act 627, sec. 10; Banking laws, 193L, sec. 183, (9), p. 131.)
CALIFORNIA.

Bankzs -~ General power tc purchase corporate stocks denied.

The Bank Act of California provides that "No banlz shall,
except as otherwise provided in this act, purchase or invest its
capital or surplus or meney of iis depositors, or any part of
either, in the capital stock of any corporation unless the purchase
or acquisition of such capital stock shall be necessary to pre-
vent loss to the bank on an obligation owned or on a debt pre-~
viously contracted in good faith. Any capital stock so purchased
or acquired shall be sold by such banlz within six months there~
after if it can be sold for the amocunt of the claim of such bank
against it; and all capital stock thus purchased or acquired must

be sold for the best price obtainable by said banlt within three
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years after such purchase or acquisition unlecs the superintend-
ent of banks shall extend the time of its sale for a period not
to exceed two years. (California Bank Act, 1931, sec. 37.)

Exception -~ Stock in one trust company.

However, with the previous written consent of the super-
intendent of banks, a commercial banlt "may purchase or otherwise
acgquire and hold the whole or any part of the capital stock of
not more than one trust company organized and existing under the
laws of this state, and doing business in the same county in which
the principal place of business of such bank is located; provided,
however, that not more than an amount equal to twenty-five per
centum of the capital and surplus of any such bank may be at any
one time invested in the capital stock of such trust company or
such other corporation." (Califcrnia Bank Act, 1931, sec. 37).

Savings banks are authorized to make investments of their
funds only in such stoclis as are enumerated in the Califoernia
Banle Act, and there is not included in this enumeration the kinds
of corporate stocks contemplated by this digest. (California Bank
Act, 1931, secs. 61, 62 and 145.)

Trust companies - Invesiment in corporate stocks prohibited.

Trust companies are not authorized to purchase corporate
stocks of the kinds contemplated By this digest for the reason

that investments of their funds are made subject to the provisions
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governing the investment of funds by savings banks, In this connection,
the California Bank Act provides that Y"every irust company shall invest its
capital and surplus * * *, in accordance with the laws relative to the in—
vestment * * * of funds deposited with savings banks, * * *," (California
Bank Act, 1931, sec. 105.)

COLORADO.

Banks may not purchase corvorate stocks,

The laws of this State prohibit a bank from purchasing "the
stock of any ovher cornmoration, except such as it may necessarily ac—
quire in the protection or satisfaction of nrevicusly existing
loans made in good faith.' (Compiled Laws of Colorado, 1921, sec.
2683; Banking Law Pamphlet, 1928, sec. 33, p. 19.)

Savings banks are authorized to make certain investments,
but corporate stocks of the kinds contemplated by this digest are
not included in the classes of authorized investments. (Compiled
Laws of Colorado, 1921, sec. 2688; Banking lLaw Pammhlet, 1928, sec.
35, pe 20.)

Trust Companies authorized to buy and sell stocks.

Trust corpanics "incorporated under the previsions of
this act" arc suthorized 170 purchase, invest in and sell
stocks * * * I, (Compiled Laws of Colorado, 1921, scc. 2765;

Banking Law Pamphlet, 1928, sec. 128, ». 66.}
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CONNECTICUT.

Purchase of corporate stocks permitted up to certain amount.

Banlts and trust companics, uwnder tiie laws of this State,
"may purchasc and hold corporate securities of any description, pro—
vided the total omount at the purchase price invested in corporate
stoclks shall a% no time cxcced ten per centum of its combined
capital, surplus and undivided profits, and provided its investment
in the stock of any one corporation shall exceed uneither five perw
centun of the stock of that cornoration nor three per centum of
such combined capital, surplus, and undivided profits, except that
such corporate stocks as were owned on April 1, 1931, may be re-
tained * * *., {General Statutes of Conn., sec. 3885, as amended
by P. A, 1931, sec. 508a; Bauking Law Parmphlet, 1231, sec. 3885,
Pe 17.) .
Savings banks and banks and frust commanies maintaining
savings departments, wmay malke limited investments of their savings
deposits in the stock of certain banks and trust companies located
in the 3tate of Conmnecticut and in Boston, Mass., New York, ¥. Y., and
Philadelphia, Pa., (Oeneral Statutes of Conn,, Revision of 1930, sec.

3908; and sec. 3995 {26); Banking Law Pamphlet, 1931, sec. 3908, p.

28; and sec. 3995 (26} p. 77.)
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DELAWARE,

Banks and Trust Companles may purchase stocics.

The laws of Delaware provide that "No bank or trusi com-
pany shall invest more than twenty-five per centum of its totel
capital, surplus and undivided profits in the stock, * * *
of any one corporation * ¥ * W {Act of March 31, 1931, sec.

13; Banking Laws, 1928, p. 26.)

The term "bank! as used above incluwdes savings banks,
(Act of Marcn 31, 1921, sec. l; Danking Law Pamphlet, 1929, sec,
1, pe 14.)

FLORIDA,

Banlks and Trust Companies may not purchase stocks,

It is unlawful "for any bank or trust company organized
under the laws of this State and doing busincss in this State, to
directly or indirectly invest any of the funds of said bank or Irust
corpany in stock of any incorporated company in this State or else—
where * * ¥ ® (Compiled General Laws of Flerida, 1930 Supp., scc.
8084.)

Savings Banks may purchase banlk stocks.

The capital and deposits of a savings btank and the income

derived therefrom may be invested "in the stock of any bank incor-
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porated under the authority of this State, or the stocl: of any banl™
ing association incorporated under the authority of the United Stales
% % *M_ (Compiled General Laws of Florida, 1927, sec, 6L20; Banking
Lew FPompkiet, 1930, sec. 4179, . 38)

Trust Companies may purchase stocks.

A trust company in this state #shall have power: * * *
to purchase, invest in and sell stocks, * * *,t (Compiled General
Laws of Florida, 1930 Supp., sec. 6126 {10))
NOTE: It will be observed that there is an apparent
conflict in the laws of this Statc and it is under~

stood that none of the statutes above referred to has
received judicial construction.

GECRGIA.

Banlts may not purchase stocks.

Under the laws of this State "Wo bank shall subscribe for,

purchase or hold stock in any other banlk * * * nor in any other cor-

poration,wiless the same shall have been transferred to it in satis~

faction of a debt previcusly contracted or shall have been purchased

at a sale under a power contained in a note or other instrument by

which it was pledged to the banlz or under a judgment or decree in ifs

favor, and all such stock shall be disposed of by the banlz within six

months, unless {he Superintendent of Banks shall extend the time for

good cause shown.! (Amendmenis to Banlzing Act of Georgla approved

August 25, 1927, sec. 10)
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savings banks. (Banking Act of Georgia, 1919, as amended, 1925,
Article 1, soe. 1.)

Trust Companics opcrating as investment bankers may deal in stocks
and bonds.

"Trust companies, operating as investment bankers, and
maintaining departments for the purchase and sale of securitics,
may purchase for rcsale whole issucs or parts of issucs of stocks,
bonds and debenturcs of industirial, rallrcad and vublic service cor-
porations and other investment sceuritics, and may resell and deal
in the same, under such rogulations as may be prescribed by the
Supcrintendent of bazks," (Trust Company Act of 1927, sec. BA)

1DAHO.

Purchase of benkk stocks prohibitcd.

The laws of this BStatc prohibit a bank from purchasing
"any shores of * * ¥ any other bank wherever organized, or
situnted * * * unless such * * * purchase shall be necessary to pre-
vent loss wupon a debt previously contracted in good faith; and stoclk so
purchascd ¥ * * shall within six months from the date of acquirement be
sold or disposed of at public or private saleo; aftor theexpiration of six
months any such stock shall not be considered as a part of the agsets of
such bank, * (Laws of 1925, ch. 132, sec. 29; Banking Low Pamphlct, 1931,
sec. 29, p, 19.)

Savings banks are cmpowered to moke certain investments of
their doposits; but they do not have the nower to invest in the kinds
of corporatc stocks contemplated by this digest. (Laws of 1929, ch.

54, p. 73; Banking Law Poaphlet, 1931, scc. 2, p. 53.)
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The term "han¥' ag used ia the Idaho laws includes trust com-
poaies. (Laws of 1929, ch, 192, n. 353; Bouking Law Famphlet, 1931,
sec. 2, 0+ 5.) There is also an express provision providing that trust
cormpanies are authorized to surchase, invest in and sell such securities
as are permitted in the case of commercial banks. (Laws of 1922, ch.
192, sec. 2; Banlting Law Pamphlet, 1931, sec. 5, 1. 7.)
ILLINOIS.

¥o Statutory provisioans,

The statutes of Illineis do not appear to ccntain any pro-
visions authorizing or prohibiting bosnks or trust corpanies to purs-
chase corporate stocks.

INDIATA.

Cozmercial Tanks or trust corpnnies - No specific stotutory provisions.

The statutes of Iadinna contain no provisisus speclfically

authorizing or prohibiting commercial banks or trust coopainies to
purchase corporate stoclks.

Savings banks not nermitued to purchass corporate stocks contem—
plated by this digest.

Savings banlts may Yinvest the money deposited therein' only
in such bonds, nctes, cte., as are specifically enumecrated, and there )
is not included in this enumeraticn mmy cormcorate stocks of the kinds
contermplated by this digest. (Acts of Extra Scssion of 1869, p. 104,
sce. 19, as amondod‘by Acts of 1875, ». 128, Actg of 1893, »n. 273, Acts

of 1903, p. 211 and Acts of 1917, m». 416.)
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I0WA.

Investmeat in corporate stocks of the kinds contemplated by this
digest prohivitod.

The laws of Iowa provide that banlks and trust companies
shall invest only in such stocks, bonds, and securities as arc spe-
cifically cmunerated therein, and there is not included in this
cnuneration any stocks of the kinds contemplated by this digest.
(Banldng Laws, 1931, ch. 413; sces. 9183, 9183-Cl; ch. 415, secs.
©263, 9271; ch. 416, scc. 9284; ch. 416-al, sec. 12772)., These
laws also provide that "No state banlkt, savings bank, or trust company
shall make any loan or discount on the secwrity of the shares of
its owa capital stock, or be the purchaser or holder of any shares,
unless such security or purchase shall be necessary to prevent loss
upon a debt vreviously contracted in good faith; and stoclkt so pur-
chased or acquired shall be sold at public or private gale, or
otherwise disposed of, within one (1) year from the time of its
purchase or acquisition unless the time is extended by the super—
intendent of bancing.'  (Banking laws, 1931, ch. 413, soc. 9184,)

XANSAS.

Banks may not purchase Corporate Stocks.

4 bank "shall not invest any of its funds in the stock of any
other bank or corporation * * * " (Laws of 1897, ch. 47, sec. 11, as
amended by Laws of 1915, ch. 88, sec, 1: Laws of 1921, ch. 70, sec, 1;

Laws of 1927, ch. 88, sec. 2; Bnuling Law Pamphlet, 1931, sec. 30, p. 12,)
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The torm "bonk® as used cbove includes savings banks. (Laws
of 1897, ch. 47, secc. 33, as amended by Lows of 1907, ch. 64, sec. 1}
Bonking Lew Parphlet, 1931, sec. 43, p. 16.)

Trust Componies outhorized to wurchase stocks,

A trust company in thie State ney "buy and sell all kinds of
* % * gocurities and stocks: Provided, that the total investment of
any such trust company in bank stock shall at no time exceod one~fourth
itg peid-up capital stock; ™ * * Provided, that the total investuent in
bank stocik held by any trust corpany in excess of one-fourth of 1ts capital
shall be disposed of within two years from the passage of this act.t (Laws
of 1901, ch. 407, sec. 2, as amended by Laws of 1903, ch. 528, sec.l; Laws
of 1907, ch. 425, sec. 1; Zankinz Jaw Famphlet, 103L, sec, 136{8), p. 42.)

FTUCKY

No statutory Provisions,

The laws »f Kentucizy contain no specific provisions with refer- ‘
ence 10 the -murchase by banks and trust companies of the kinds of corpor-
ate stocks conterplated by this digeste With reference t¢ banks, the laws
do nrovide that no bank shall employ its noneys, directly or indirectly,
in any enterprise or business except as authorized by law; but the right
to purchase corporate stocks does not apmear to be authorized by law.
{Carroll's Kentucky Statutes, 1930, secs. 579, and 582; Banking Law

Parphlet, 1930, secs. 579 and 582.)
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Trust companies sre not authorized expressly to purchase
corporate stoclzs, but the laws 4c provide that "the capltal stock
of a trust ccmpany, and the funds in its possession, not held in
a fiduciary capacity, may be invested in such manner as the di-
rectors deem prudent and gafe; * * % M (Carrolltls Kentucly Stat-

utes, 1930, sec. 614; Banting Law Pnmphlet, 1930, sce. 814).

LOUISIANA.

Purchase of any Corpcrate Stoclis Permitted.

Banlzs and trust companies are empowered "to receive, hold,
purchase, acquire and convey, by and under their corporate name,
such property, real and personsl, including bonds, stoclts and se-
curities of the United States, or of any of tne Unit ed States, or
of any corperation, board cr body, public or private therecf, as
may be necessary, proper or convenient to the objects of the asso-
ciatien, and to exercise in relation therete, all the direct and
incidental righkts of ownership. " (Laws of 1802, Act. No. 45,
sec, 1 (2) and sec. 7, as amended by Act Ho. 238 of 1910, and Act
No. 179, as amended; Banking ILaws, 1928, sec. 1 (2), p. 26, sec. 7,

p. 30, secs. 1 =32, pp. 3~21)
MAINE,

"Prust and banking companies!' ~ Ho specific statutory provisions.
banlking
The/laws of Maine do not contain any provisions expressly

anthorizing "trust and banting companies" to purchase corporate
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stoclks, but the laws dc give such corponics the mower "o hold and
onjoy all such ostate, real, porsonal cad mixed, as may be obtained
by the investoent of its capnital stock or any other reneys and funds
that may cone into its nocscsgsion in the course of its business and
dealings, and the same sell, grant and dispose of * * *.t  (Public

Laws, 1923, ch. 144, soc. 61; Banking Lows, 1931, scc. 61, . 30.)

Savings banks may iavest in stoelk of cortain corporatizns and banks. -

Aoount of investmont limited.

With referonce to savings banks, the laws nrovide thot they
"rny herecafter invest thoir funds as follows, and not othorwise:

Mok ok ok ok ok ok ok ok ok ok k ok ok ok ok ok ok k ok K ok ok M &

UXIII *** (a) In the stock of any Maine corporation, other than a
banking corporation, actually conducting in this state the business
for which such corporation was created, provided such corporation
has far a period of three years next preceding the invesiment earned
and received an average net income equivalent to at least six per cent
upen the entire outstanding issue of the stock in guestion.

(o) Tho aggreszate of all investments mnde by any bank in
stock ghall at no time exceed five per cent of its deposits,
and not more than one ner cent of the deposits of such bank
shall be invested in the stock of any single corporation.
Ro such bank shall hold by way of investment or as security

for loans, or both, more than one~fifth of the capital stock
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"of any corporation; but this linitation shall not apply to assets
acavired in good faith upon judgments for debis or in settlements to
secure debts." {Public Laws, 1923, ch. 144, as amended, sec. 273
Barking Law Pamphlet, 1951, sec. 27, pp. 9 and 18.)

"XX. ** In the capital stock of any bank in this state in-
corporated under the laws of this state or the United States; and in the
canital stock of any bank in any of the other states of New England or
in the state of Wew Yorl incorvporated under the laws of any of those
states or the United States and located in a city having a population of
not less than two hundred and fifty thousand; provided, that any such
banlz located oubtside of this state shall be a member ¢f the Federal Recerve
Bank System and shall have o capital and undivided profits of not less than
ten million dollars. )

"4 savings banlr shall not hereafter acquire bank stock, both by
way of investment and as sscurity for loans, which, together with its
present holdings, shall be in excess of seven and one-half per cent of its
deposits; nor shall hereafter ascguire stock in amy one bank which, together
witlr its present holdinzs shall have a book value of nore whan one per
cent of its deposits; nor zhall hercafter acguire bank stock, which,
together with its present 2oldingg, shall exceed ten per cent of the
canital of any one bank." (Bawking Law Panphlet, 1931, sec. 27, p. 19.)

MARYLAID.

Purchase of Corporate Stocls npermitted to Trust Companies.

A4 trust company is given the power "to exercise, By its directors,
duly authioriged officers or agents, all such powers as shall be usual in
carrying on the business of banking * * * by purchasing, investing in and

gelling stocks, * * * and other securities * * *'. (Laws of 1910, ch. 219,
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as amended by Laws of 1931, ch. 429, sec. 46; Banking Law Pamphlet, 1931,

sec. 46 (9), p. 25.)

Banlcs - Mo specific gstatutory provigions.

n

Trhere do not arpear to be any provisions in the laws of Maryland

specifically authorizing or prohibiting banks to purchase corporate stocks.

MASSACHUSETTS.

Purchage of Corporate Stocixs by Trust Companies permittied.

A trust company nay "invest its money or credits, whether
capital or general deposits, in the stocks, bonds or other evidences of
indebtedness of corporations or of assoclations or trusts, * * *"

{General Laws, Ch. 172, sec. 33; Trust Conpany Pamphlet Laws, sec. 33,

Pe 21.)
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Limitation upon Purchase of Stocks in other Trust Companies.

The laws provide, however, that "o trust ccompany shall
lold more than ten per cent of the capital stoclz of any other
trust company!. (General Laws, Ch, 172, sec. 43; Trust Company
Pamphlet Laws, sec. 43, p. 23.)

Saviags Banliis may Purchase Certain Baniz and Tiust Company Stockge—
Amount limited.

Savings banks may invest their deposits and income de--
rived therefrom "In the stock of a trust company incorporated under
the laws of and doing business within this commonwealth, or in the
stock of a national banking association located in the New England
States and iacorporated under the autherity of the United States,
woich has pald dividends of not less than four per cent therein in
cash in each of the five years next preceding the date of such in-
vestments and the amount of whose surplus is at least equal to fifty
per cent of its capital; but a savings bank shall not hold, both
by way of investment and as security for loans, more than twenty-—
five per cent of the stoclk of any one such company or asscciation,
ner shall it hold by woy of investment stock of such companies
and associations haviing an aggregate initial cost in excess of
fifteen per cent of the deposits of such savings banlz, or stock of
any one such company or association haviag an initial cost in excess
of one per cent of the deposits aforesaid." (General Laws, ch. 168,
sec, B4, (7th), as amended by Acts of 1929, ch. 315; Savings

Banlzs Pamphlet laws, sec., 54 (7th), p. 30.)
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MICHIGAN.

Purchase prohibited of ldnds of corporate stoclig contemplated by
this digest.

The laws of Michigan provide that ban':'s and trust
compaules may only purchase certaln specifically emumerated stoclss,
bounds and other securities, and this ewumeratioa does ot include any
of the stocks contemplated by this digest. (Laws of 1919, Act. No.
94, sec. 1; Laws of 19209, Act Wo. 63, sec. 4 and Act FHo. 67, sec.
243 Laws of 1931, Acts o. 14 aad Mo, 238.)
KIMIESOTA ,

Purchase of corporate stoclss coatenplated by this digest not permitted.

The statutes of Minnesota provide that baulzs and trust
companies may only purchase or invest in such stoclks, bends, eic.,
as are specifically enumerated, and there is not included in this
enumeration any of the stoczs contemplated bty this digest. (G.3.
1023, secs, 7649 and 76353; sec, 7714, as amended by Laws of 1227, ch.
368 and ch. 422, and by Laws of 1331, ch. 296; and secs. 7716, 7735,
7738, 7740 and 7810).

MISSISSIPPI,

Purchase of ban': stoclzs prohibited.

The laws of this State provide that "o part of the stock
of any vanl * * * shall be owned by any baniz under the provisions

of this act. Any such stoch: owned by any bank at the time this act
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talktes elrect shall be disposed of within twelve ronths after such
time. In cases where sucia stock is taken as collateral and the
purchase thereof shall ue necessary to preveat loss wpon a
debt previously contracted in zood faith, then in such cases
such stock shall be sold by the hank within twelve months from the
time that it was required." (Laws of Mississippi, 1822, Chap. 172,
sec. 49; Brown's 1925 iliss. and Federal Statutes pertaining to
Banks and Banking, P. 71.)
The tern "bank® as used in the banking laws of Mississippi
includes trust companies and savings banks. (Laws of Mississippi, 1914,
chap. 124, sec. 66; Brown's 1925 liss. and Federal Statutes per-
taining to Banks and Banking, p. 72.).
MISSCURI.

Purchase by Trust Companies of Corporate Stocks permitted bub amount
linited.

A trust company in this State is authorized "To buy, invest
in and sell all kinds of * * * gtocks or other investment securities.”
(Rev. State. of Mo., 1929, sec. 5421). The laws provide, however, that
such a company "shall not invest or keen invested in the stock of
any private corporation an amount in excess of fifteen per centum of
the capital and surplus fund of such frust company; nor shall it pur-
chase or continue to hold ctoclk of ancther bank or trust company
if by such purchase or continued investment the total stock of such
othier bank or trust company owned and held by it as collateral will
exceed fifteen per centum of the stock of such other bank or trust
coupany: Provided, however, that this limitation shall not apply

* * * {0 the ownership by such trust company or its stockholders of
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a part or all of the capital stock of one bans: organized under the
lawz of the United Statgs or of this State.® (Paragraph 9, sec. 5429,
Rev. Stats. of Mo., 1929)

Therc are no statutory provizions in this State governing the
purchase by banks of the kinds of corvorate stocks contemplated by this
digest.

MONTANA .

Barks prchibited from purchasing stocks.

A commercial or savings bank is prohibited from purchasing
or investing "in the capital stock of any corporation, unless the
purchase or acqguisition of such capital stock shall be necessary to
prevent loss to the bank on a debt previously contracted in good faiti.
Any capital stock so purchased or acquired shall be sold by such bank
within six months thereafter, if it can be sold for the amount of the
elain of guch bank against it and all capital stociz thus purchased or
acquired must be sold for the best price obvtainable by said bank within
one year after such purchase or acquisition.” (Taws of Monbtama, 1927,
Chap. 89, sec. 393 Barking Laws, 1927, Sec. 39, p. 32.)

Trust Companies suthorized to murchase siocls.

The laws of Montana authorize the crganization of a trust
compary wiaich nay invest in corporate stocks and other securities,
and also provide that: "The board of directors of any such corpora-
ticn ig anthorized to invest the capitél and assets of said corporation
¥ ¥ ¥ in * % stocks and bonds of corporations ¥ ¥ *.M (Laws of Montana,
1927, Chagp. 89, ssc. 4(c) {8), and sec. 26; Banking Laws, 1927, sec. 4

(c) (8), and sec. 26.)
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Investrnent Comanies may wurciase stocks.

Tre laws of Montana autacrize the formation of investment
companies with the nower to receive dewosits. These companies are
authorized tc buy and sell stocks as well s other securities.
(Laws of Montana, 1927, Chan. 89, sec. 4(d); Banking Laws, 1927,

sec. 4{d).)

Ki3=ASKA.

Bauks — Purchase of Corsorate stocks nrohibited.

Tae laws of this Stete Hrovide that no banic "chall * * *
te the vurcaascr or noldexr of * * * f$he shares of any corworation, un-
1agp such * * * purchase shall be necessary to nrevent loss upon
a debt previously contracted in good falth; and such stock so pur-
chased or acquired shall, within six months from tae time of its
vurchase be sold or disnosed of at »ublic or w»rivate sale; or in
default thereof, a receiver umay be apmointed to elose up the business
of the bank: Provided, in ne cage shall the amount of stock so
neld exceed tenm wer cent of the mald-up capital of such bank."
(Comp. Stats. of Nebraslm, 1929, sec. 8~137; Banking Law Pemphlet, 1831,
sec, 8~137,p. 11.)

Savings banxs are not nermitied tc purchase corporate stocks,
(Corw. Stats. of Nebrasla, 1929, sec. 8-155; Banking Lavw Pamphlet, 1931

sec. £-185,p. 14.)
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Trust corpanies — Except for stock in other trust commanies and
certain corporationg, may purchase corporate gtocks.

Trust Companiés in this State have the power "To dbuy,
hold and own and cell * * ¥ ptocks, * * ¥ and other investment
securities, * ¥ * except * ¥ * stocks of any corworation that
have not ecarned anmual dividends of at least four per cent  per
anmul for at least three years just prior %o the date of such
purchase and stocl: of any corporation organized under this article®
(trust COMDany ) « (Comp. St 55, of Pebraska, 1929, zec. B8-206;

Barnking Law Pamphlet, 1921, sec. 5-206, p. 27.)
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NEVADA.

Purchase of corwvorabte stocks prohibhited.

Under the laws of this State, "No bank zhall * * * invest
any of its funds in the stock of any banz or trust company or
corporation, * * * " (Comp. Laws of 1229, sec. 662; Banking Law
Pamphlet, 1931, sec. 13, . 8.) the word "bank" as thus used includes
savings banlis and trust companies. (Comp. Laws of 1929, sec. 7243

Banking Law Pamphlet, 1931, =ec. 75, p. 24.)

HEW EAMPSIIRE.

Purchase of Corporate Stoclzs mermitted.

Trust companies are authorized and emmowered "to negotiate,
purchase and sell gstocks, bonds and other evidences of debt; to do
a geueral barring business; and to conduct a savings department.”
(Public Laws, ch. 265, sec. 31l; Banking Law Pampidlet, 1931, sec. 31,
pe 46.)

TLimitation upon such purchase.

™e laws of tMis State provide, lowever, that "The total
liabilities of a persen, fira or corjporation, including in the
ligbilities of a firm the liabilities of its several nembers,

for woney borrowed of tlie commercial department of a trust com—
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nany or other cornoration of a similar character, whether organized
under the provisions of this cliapter or otherwise, shall at no time
exceed ten per cent of its eapital stock actuwally paid in and sur-
plus, nor shall such corvoration purchase or 1wld, by way of investi-
ment, the stocks and bonds of any corporation to axn amount in excess
of said ten per cent." (Public laws, ch. 265, sec., 37; Banking

Law Pamptlet, 1931, sec. 37, . 47.)

Savings Banrss and Savin~ms Departments of J3anks and Trust Companies.

Subject o certain conditions, savings banks and savings
departnents of banking and trust companies way make limited invest-
ments in the capital stock of banls, trust companies and ceritain other
corporations. (Public Laws, ch. 260, sec. 167 ch. 262, as amended by
cil. 39, Laws of 1927, c¢h. 122, Laws of 1929, and e¢h. 96, Laws of
1931, secs. 1, 7, 8, 9, 12, 13, 14, 15; Banking Law Pamphlet, 1931,
sec. 16, p. &, secs. 1, 7, 8, 9, 12, 13, 14, 15, pp. 21, 25-32.)

HEW JERSEY.

Banks {other than savinrs Lanks) and Frust Companies autiorized to
purchase Corporate Stocus.

Banics (other than savings banks) "in addition to the power
and authority now conferred upon ther, ghall be authorized %o
1

purchase, invest in and sell stocks of corporations®. (laws of

1827, ch. 12, Banking Lawv Panphlet, 1932, sec. 10, p. 53.)
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Trust companies are suthorized "to purchase, invest in
and sell stocks * * * and other gecurities; * * *4W, (Laws of
1899, ca. 174, sec. 6 {10); Banking Law Panphiet, 193%, sec. & (10),
0. 79.)

Savings banks may only invest in certain swecifically
enumerated securities, and there is not iancluded in this enuner-
ation any of the corvorate stocks contemplated by this digest.

(Laws of 1931, ch. 167.)

NEW MEXICO.

Commerclal banks and trust commanies ~ No express statutory provisions.

Taere do not apiear to be any provisioas in the banking laws of
New Mexico expressly nhermitting or prohibiting commercial benks
and trust companies to urchase stocks in other cornorations.
Trust companies, however, are autacrized "* * * {g wurchase,
iavest in and sell all kinds of * * * investment securities”.
{1929 New Mexico Statutes Annotated, sec. 13-303, maragranh 7;
Bank Codc, 1929, sec. 60(7), p. 22); and, with reference to

banking

commercial bonks, theflaws of New Mexico provide that M * * *
no bank shall =% any time have lnvested more tuan thirty per
cent of its uniimaircd capital and surplus in the notes, bonds.
or other securities of any werson, firm or corporation * * *V,
{1929 New Mexico Statutes Aniotated, sce. 13-137: Bank Code,
1929, sec. &5, p. 15,)

Savings banks may oaly invest their deposits in certain

specifically enumerated securitics, and there is not included
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in this enumeration any of the corporate stocks contemplated by
hig digest. (1929 New Mexico Statutes Annotated, sec. 13-201;

Bank Code, 1929, sec. 56, . 20.)

NEW YORK.

Trust companies permitted to purchase stocks.

Trusi commanies have the nover "to purchase, invest in
and sell stocks * * ¥ and other securities; * * *, (Banking
Law, sec, 185 (9).)

Limitation wpon purchase of corsorvate stocks,

A trust comwany "Shall not invest or keem invesied in the
stock of any wnrivate corporation an amount in excess of ten percen-
tum of the capital and surnlus of such trust commany; nor shall
it parchase or continue to hold stock of anoither moneyed cor—
poration if by such purchase or continucd investment the total
stoca of such otler moneyed corporation owmed and held by it
o0& .collateral will excecd ten per centum of the stock of such
other moneyed corvoratiocn, * * * W,  (Banking Law, sec. 190 (9).)

Banks ~ No statutory orovisions, but nurchase generally of
corporate stocks held nrohibited.

Banks proper and savings venks are permitted to purchase
certain classes of cormorate stocks, but none of these stocits
is of the type contemplated by this digest. (Baanking Law, secs.

106 and 239.)
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The benling denariment of the State of Mew York has held
that banks have no authority to buy stocks other than those
classes above referred to, and the courts in this State have
rendered declsicns to the effect that banks can not purchase
stocks of other corjorations for the murpose of selling at a
nrofit, can not become stockholders in a railroad cornoration,

and can not purchase State stocks to sell at a profit.

NCRTH CAR0LINA.

Purchase of Corporate Stocks wermitted, but amount of »urchase
limited,

"o bank siull make any investment in the canital stock
of any other State or Hatiocnal bank; Provided, that nothing
kerein shall be construed to wrevent the subscribing to or opur~
chasing of the capital stocik of * * * central reserve banls,
naving a capital stock of more than one million dellars; by
banks doing buciness under this chapter, upon such terms as may
ve agreed wyon., To coasbitute a central reserve bank as con-—
templated by this chanter, at least f{ifty wer cent of the
capital stock of such tank shall be owaed by other banks."
(Doge of ITorth Carolina, 1931, sec. 220{c); Banking Laws,

1931, sec. 220(c}, p. 20.)

Limitations uwmon Furchase of Stocls.

TThe investment of any bank in the canital stock of

such central reserve hank ¥ * ¥ ghall at no time exceed ten
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ner cent of the nald-in cajsital and nermanent surplus of the
bank malting same. No bank shall invest more than fifty ner
ceat of its nermanent surplus inr the stocks of other corvor-
ations, firus, nartnersnin, or comsanies, unless such stock is
purchased to Jrotect the bank from loss. Any stocks owned ox
hereafter acquired in excess of the limitations herein imposed
suall be dissosed of at public or private sale within six
months after the date of acguiring the same, and if not so dis—
posed of gharl be charged o profit and loss account, and no
longer cavried oa the bocks as an asset, The limit of time in
waich suck stocks shall be dlsoosed of or charged off the books
of the bank mzy be extended by the commissioner of banks if in
nis judgment it is for the best interest of the bank that such
extengion be granted.' (Cede of Horth Carolina, 1931, sec.
22C(c); 3anking Laws, 1931, scc. 220(c) p. 20.)

Coamlssioner of banks may susnend limitations on amount may purchase.

*The board of directors of any bank may, by resolution
duly -sassed at a meeting of the board, regquest the commissioner
of banks to temporarily sugvend tre limitations on loans and
investmernts ag same may apuly to any particular lcan or invest—
ment, wiich sald bank degires to make in excess of the provisions
of sections 220(b), 220(c), * * * , TUpon receint of a duly
certified copy of such resolution, the commissioner of banks
may, in his discretion, susjend the limitations on loans and

investments in so far as it would apply to the lean or investment
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wnich such bank desices to malze." {Code of North Carolina, 1931,

sec. 220(e); Banking Laws, 1931, sec. 220(e), p. 21.)

Purchase of Btock of Cornmoration Owning Land or Building used by Bank.

A boak may invest "fifty »er cent of its unimmaired capital
and permanent surnlus in the stock or bonds of a cornoration owning
the land, building or buildings occunied by such bank as 1ts bank-
ing home" and a bank may not be compelled "to surrender or dispose
of any investment in the steclk or bonds of a corperation owning
the lands or buildings occupied by such bank as its banking home,
1f such stocks cr bonds were lawfully acquired »ricr to the raf-
ification of this Act; Provided further, however, that the com—
misstoner of banks may, 1n his discretion, authorize banics located
in cities having a ponulation of more than five thousand, accord~
ing to the latest United States census, to invest an amount
greater than fifty per cent of its unimpaired capital and per-—
manent surplus in the stocks or bonds of a cornoration owmning
the land, building or buildings cccunied by such bank as its
banking nome."  (Code of Horth Carolina, 1531, sec. 220(b);
Banking Lews, 1931, sec. 220(%), ». 19.)

Definition cf term "band,

"The term 'bank! shall be coastrued to mean any corporation,
partnershin, firm, or individual recelving, seliciting, or accept-
ing money or its equivalent on denosit as & business: Provided,
Lowever, this definition shall not be construed 3o include build-

ing and loan associations, Morrig nlan commanies, industrisl banks
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or trust companies not receiving money on deposit." (Code of North
Carolina, 1931, sec. 216(a); Banmking Laws, 1931, sec. 216{a), p. 3.)

NORTH DAKOTA,

Furchase of Corperate Stocks by Banks prohibited.

Bxcept for the authority to invest in the kinds of corporate
stocls not contemplated by this digest, the laws of North Dakota
provide that "¥o bank, except as in this section specifically author-
tzed, shall ¥ * * employ or invest any of its assets or funds in the
stock of aly corporation, bank, partnerchip, firm or asscciation, nor
snll it invest any of its assets in speculative margins of stocks,
bonds, * * *.' (Lays of 1931, ch. 96, sec. 33, p. 145.)

The above prohibition is expressl:; made applicable %o savings
banks. {Laws of 1931, ch. 96, sec. 49 (i), p. 159.)

OHIO.

Bonks  (other than savings banks) not permitted to purchase
corporate stocks of kinds covered by this digest.

Bankas, other than savings banks, are authorized to make certain
investrments of their capital, surplus, undivided profits and deposits
in certain securities, stocks and bonds, but apparently they are not
authorized to make investments in the kinds of corporate stocks
contemplated by this digest. (Throckmorton's Code of 1930, secs. 710
111, 710-11la, 710-121; Banking Law Pauphlet, 1931, secs. 710~111,
710-111a, 710-121.)

Savings banks - vurchase of bark stocks forbidden, but "stocks
of companies' may be purchased.

& savings bank is empowered to invest its funds in

"stocks of companies, upon which or the constituent companies
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comprising the same, dividends have been earned and paid for five
consecutive years next prior to the investment and stocks of com~
panics faken on = refinancing plan involving an original invest-
ment, which was legal at the time it was made: yprovided, every
such investment shall be authorized by an affirmative vote of a
majority of the board of directors of such savings bank™; but "HNo
purchase or investment shall be in the stock of any other corpore
ation orgunized or doing business under the provisions of Seetion
710=41 (concerning incorporation of commercial and savings banks
and trust companics) or Seection 710-180 (concerning special plan
banks) of the General Code or of the National Banking Act of the
United States". (114 Ohio Laws, pe 153, sec. 1, amending Throck-
morton's Code of 1930, sec. 710=140(b); Banking Law Pamphlet,
1931, sec. 710=140(M), p. 59)

Trust Companies - Purchase of bank stocks prohibited, but other cor-

porate stocks may be purchascd.

"A trust company may invest in * * * stocks and bonds of cor=
perations when authorized by the affirmebive vote of the board of
directors, or of the executive committee of such trust company™ but
the prohibition against savings banks purchesing banlk or trust com~
pany stocks is also imposed upon trust companies. (Throckmorton's
Code of 1930, sec. 71l0~1663 Danking Lew Pamphlet, 1931, sec. 710-~146,
P. 68.)

OKLATIOKMA

Banks - Purchase of any kind of corporate stocks prohibited.

A bank "shall not invest any of its funds in the steck of

sny other bank or corporation * * *," (Oklahoma Statutes, 1931,
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sec. Z135; Banliing Lawg, 1926, sec. 11, »n. 15,) The Constitution
of Oklahoma also provides that "No trust commany, or bank or banlk-
ing company siall owm, hold or contrel in aany manner whatever, the
stock of any other trust cormany or bank or beanlking company, except
such stock as may be pledged in good faith to secure bona fide
indevtedness, acquired upon forsclosure, execution sale, or other—
wige for the satisfaction of debt; and such stock shall be disposed
of in the time and manner hereinbefore provided." (within twelve
months from the date of acquisition). (Constitution of Oxlaloma,
Article 9, sec. 41.)

Trust Comcanies — May purchase any kind of stocks, except in a

barl or in another trust commany.

Trust commanics are given the nower "to buy and sell * * *
all kinds of * * ¥ gtocks, and other investment securities".
{Oklahomn Statutes, 1931, sec., 9206; Banking Laws, 1926, sec.
115(9), ». 64.)

Ta view of the above wmrovision of the Oklanhoma Constltution
prokibiting a trust commany to "hold or eontrol in any manner
whatever, the stock of any other ifrust cormany or bank or banking
company”, it would secem that tiae nower given fto trust commanies to
"buy end sell * * * 311 kinds of ¥ * * gtocks, and other investment
securities”, is restricted in so far as the wrovisions of the

Oklahoxa Constitution are apnlicadle,

OXEGON.

Purchase of cornovate stocks prohibited..|

E:zcent for the authority to »Hurchash certain ~lasses of
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corporate stocks not contemplated by this digest and except for stock

acquired or purchased to save a loss on o preexisting debt, the laws

of Oregon provide that "lereaflter no bank or trust company shall in-

vest any of its assets in the cepital stock of any other corpor-

stion". In case.stock is purchased or acquired to save loss

on a preexisting debt, such stock must be sold "within 12 months

of the date acquired or purchased, or within such further time

as may be granted by the superintendent of barnks". (Oregon Code,

1930, sec. 22-0911; Banking Law Pamphlet, 1930 sec. 22«911, p.46)
Savings banks and savings departments of banks or trust

companies are not authorized to invest fumds in the kinds of

corporate stocks contemplated by this digest. (Oregon Code, 1930,

sec. 22-11089, as amended by Laws of 1931, ch. 278, p.454.)

PELNSYLVANIA.

Banks (other than savings banks) and trust companies permitted

to purchase corporate stocks.

The laws of Pennsylvanic provide that "“any corporation
created by general or special laws, may purchase, hoid, sell,
assign, transfer, mortgage, pledge, or otherwise dispose of, the
shares of the capital stock of * * * any other corporation or
corporations, public or private, of this or any other State * * *
and while the owner of said stock may exercise all tThe rights,
powers and privileges of ownership, ineluding the right to vote
thereon". (Act of July 2, 1901, Public Laws, p. 603, as amend-
ed by Acts of Marech 27, 1929, Publie laws, p. 74, and April 18,

1929, Public Laws, pe 544¢)
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There aire no statutory limitations in Pennpylvania unon the
right of State banks, other than savings banxs, and trust companies
to purchase stocks of other corporations, and it has been consider-
ed that such institutions have the right, under the provisions »f
the Act of July 2, 1901, as amended, to purchase such stocks.

Saviags banks, however, do not possess the rignt $o invest
their funds in gtocis of other corporations. Such banks,
by the nrovisions of 3ection 17 of the Act of May 20, 1889, P. L.
246 (West's Penna. Statutes, 1920, sec. 19770}, are permitted to
invest money derived from devosits only as snecified in the Act
of May 20, 1889, and, as thers are no provigions in thig act or
in amendments thereto (Act of June 28, 1923, P. L. 884, and Act
of June 22, 1931, P. L. 600) permitting such banks te invest
their funds in stocks of other corporations, it has been con-

sidered that they are withoul this »nower,

REODE ISLAND.

Fanks proper and trusi coppani@e ~ No specific statutory provisions.
The laws of Rhode Island do not contain any express authority

for banlzs prover and trust companies to wurchase corporate stocks;

but a trust company is authorized" * * * {0 invest its capital

stock and moneys in its hands in such bonds, obligations, or preperiy,

real, nersonal, or mixed, as it may deem nrudent, * * * " (General

Laws, 1923, ch. 271, sec. 4; Banzing Laws, 1929, sec. 4, ». 16).
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Savings banks and banks and trust companlies receiving savings

deposits = purchase of steam rallroad and bank stocks permitled.

Depcsits in savings banlts end in the sovings depariments
of banks and trust companies, and, in the case of savings banks,
the income derived from investments held, may be invested, sub-
Ject to detailed limitations, in the capital stock of banks and
trust compenies and cerbain steam railroad companies. (General
Laws, 1923, sec. 1, Clause IV, Clause VII, as amended by Laws
of 1927, Ch. 1084, Clause XIV, Clause XV, as amnended by Laws of
1925, Ch. 653 ard Laws of 1927, Ch. 1034; Banking Law Pamphlet,
1929, seec. 1, v. 22, Clause IV, p. 30, Clause VII, p, 37, Clause
X1V, p. 43, Clause XV, pp. 44=45,)

SOUTH CAROLINA

Banking Corporations and trust companies may purchase corporate

stocks.
Sece 4301 of the 1922 Code of this state provides that "Two

or more persons desiring to form e corporation for any purpose

or purposes whatsoever" (except for certain purposes not of a
banking or trust company character) may do so upon filing "a
written declaration" setting forth certain required information;
and, if certain other prescribed coidtions are met, the Secre-
tary of 8tate will issue a charter.

Section 4319 of this Code I‘(Banking; law Pamphlet, 1930,
sece 10, pe 7) provides that "Bvery corporation chartered under
this Artiele shall have the following powers, to wit: * * 5,

To makc contracts, to loan money, to assquire and to transfer

property, both real and personal, including sheres of stock in

Federal Reserve Bank of St. Louis
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other corporations. possessing the same powers in such respects
as individuals now enjoy."

Scetion 3992 of the Code (Panking Law Pamphlet, 1930, sec.
71, ©p. 33) provides that "Ivery bauking corporation may * * *
deal in * * #* public and othszr securities, and stocks of other
corporaticns; * * * may purchase ond hold such * * * personal
property * * * ar may be deemed nccessary or convenient for the
transaction of its business, and may sell and dispose of the
same at pleasure; * * *,M

Additional authorizatlon to trust companies to purchzse corpor-

ate stocks.

Trust campanies are alsgo specifically authorized "to buy,
* * * invest in and sell all linds * * * of stocks or other
investment scouritics." (Banking law Pamphlet, 1930, Seé. 2(10)
p. 158)

Limitation on amount trust company may invest 1r stock of an
: N Y

corporation,
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A trust company, however, "Shall nst invest or keep invested
in the stock of amy one private corporation an smount 1in excecs
of twenty-five per centum (25%) of the capital and suvrplus fund
ol' such trust company; nor chall it purchage or continus to

hold stoeck of another bank or trust company if by such purchase
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or cortinued investmernt the total stock of such other bank
or trust company owned or held by it as collateral wiil ex-
ceed twenty-five per centum {25%) of the stoek of such other
bank or trust company: Provided, however, That thi: Iimitate
ion shall not apply to the * * x ownersnip by sguch trust com-
pany, or its stockholders, of a part or all of the capital
stock of one bank orgsanized under the laws of the United
States or of this State, nor to the ownership of a part or
all of the capital of one corporation, organized undcr the
laws of this Stete, for the principal purpose of receliving
savings deposits # * ¥ or investing in other securiti:s in
which trust companies may invest" under the laws of tliis =

State. (Banking Law Pamphlet, 1930, sec. 12(7), p. 164.)

SOUTH DAKOTA

Banks prohibited from purchasing corporate stocks,

Ho bank shall "invest any of its funde in the =teek of
any other bank or corporation, nor maoke loans or diccounts on
the security of the shares of its own capital stock, ror be

the purchaser or holder of any such shares unlcss such security or
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purchase shall Be nocessary to prevent loss upon a dobt pre-
vicusly eontracted in good foith; stocks so purchased or ac-
quired shall, within six months of the time of its purchasc,
be sold or disposed of at publie or privatc sule; and ufter
the cxzpiration of six months any such stock shsll no® ne con-
.
sidered s part of the assets of such buunk.," (South Iukota
Bovised Code, 1919, scc. 88833 Banking Lew Pamphlet, 1932,

sec. 8983, p. 33.)

Trust Companics prohibited from Purchasing Corporate

Stocks.

No trust company shall "invest any of its funds in the
gtock of any other trust company or corporation, nor rmike any
loans or discounts on the security of the shares of its own
capital stoclk, nor be the purchascr or holder of any <hares
unless such security or purchase shall be necessary o prevent
loss upon a debt previocusly contracted in good faith; nnd
stoek so purchased or acguired shall, within six month:s of
the time of its purchase, be sold cor dispogsed of at ;ublie
or private sale; and after the expliration of siz monihs any
guch stock shall not be considered as a part of the assets
of any trust company.” (South Dakota Revised Code, 1019, sec.

9050; Banking Lew Pamphlet, 1932, scc. 9050, p. 82.)
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TRIVESSEE.

Banks and trust companies authorized to deal in stocks.

Section 3887 of the new Code of Tennessee, which became
effective January 1, 1938, autnorizes banks and trust companies
to "deal in * * ¥ bonds, stocks, or other securitics generally,
* % ¥ snd have and wnogsess all other rights which apnwertain and
belong to a banking institution, exzcept the nower to issue notes

for the purposes of currency, which power is withheld."

TEXAS.

Purchase of Corvporate Stocks Permitted.

In this State banks (other than savings banks) and trust compsnies
may purchase, invest in, and sell stocks and other securities., (Rev.
Stat., 1925, Articles 396 (9) and 1513; Banking Lews, 1932, Article
396 (9), p. 14, and Article 1513, p. 74.)

Limitaticn upon nurchase of banlt stocks,

It is unlawful for any State bank or trust company
"to own more than ten ner cent of the cavital stock of any other
banking corsoration, oir to nalse a loan secured by the steck of
any other banking cornoration, if by the wmaking of such loan
the %otal stock of such other banlking corporation hcld by it as
collateral will exceed, in the aggregate, ten per cent of the
capital stock of such other banking corporation, uniless the
ownership or the talking of a greater nercentage of such capital

stock as collateral shall be necessary to prevent loss upon a
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The abowe-guoted provision of the laws of Utah is made
appliceble to savings banks. (Compiled Laws of 1917, sec. 1l016;

Banking Laws, 1927, sec. l0lG, p. 15.)
VERMONT .

Purchase of certein bank or trust company stocks permitted.

Banks and trust companies are empowered to invest their
assets "in the stock of anmy national bank in the New England
States or the state of New York, or in the stock of any banking
assocliation or trust company incorporated under the authority
of snd located in such states, or in the stock of any bank in-
corporated under the authority of and located in the Dominion
of Cenada; but & bank shall not hold bank stock both by the
way of investment and as security for loans in excess of ten
per cent of its assets, nor, in sy one bank, more than five
per cent of its assgets, or more than two hundred thousand dol-

lars, or more than tem per cent of the capital stock of any one
bank?., {(General lLaws, sec. 5363, par. (a), subdivision VI, as

amended by Acts of 1929, Act No. 50, sec. 5.)
VIRGINIA

Purchase of corporate stocks permitted.

Banks and trust companies in this Stett are empowered to
purchase and sell "all stocks and bonds", (Acts of 1928, ch. 507,
secs, 1 and 123 Banking Laws, 1929, secs. 4149(1), 4149(13),

pp. 24 end 30.)
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WASHIOGION.

Purchase of corporate stocks prohibited.

The laws of this State provide that a bank or trust com-
pany shall not "subscribe for or purchase the gtock of any other
banking house or trust commany, or of any domestic or foreign
corporation of any character, * * *; Provided, That such benk
and/or trust company may Hurcaase, acquire and hold shares of
stock in any other corporation which shares have been previously
pledged as security to any loan or discounp made in good faith
and such nurchase shall be necessary to prevent loss unon a debt
previously contracted in good Taith and stock so purciased or
acquired shall be sold at oublic or private sale or otherwise
digposed of within two years from the time of ifs purchase or
acquisition". (Ilaws of 1929, sec. 5, »n. 10l; Banlkdng Laws,
1929, sec. 46, p. 26.). The lavsg also mrovide that corvorations
doing a trust business may not invest trust funds in cor-orate
stocks. (Laws of 1929, ch. 206; Baniing laws, 1929, sec. 77,

D 37.)

Savings banks are covered by the above excerpt from the

laws of Waghington. (Laws of 1917, sec. 14, ». 275; Danking

laws, 1929, sec. 24, =. 1l.)
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WEST VIRGINIA

No Statutory Provisions.

There do not appear tc be any provigions in the laws of
the State of West Virginia authorizing benking institutions,
which term includes trust companies, to purchase corporate
stocks.

WISCONSIN

Mutual savings banks prohibited from purchasing corporate

gtocks = No statutory provisions covering other banking

institutions,

Except for mutual savings banks, the banking statutes of
Wisconsin contain no provisiocns with reference to the purchase
of corporate stocks by banks and trust companies., The provis-
ion with reference to mutual savings banks provides that "No
mutual savings bank shall invest axny part of its deposits in
the stock of any corporation ¥ * *," (Wisconsin Statutes,
1929, sec, 222.13, as amended by Laws of 1831, ch. 27, p. 42;
Banking Lew Pamphlet, 1932, sec., 222,13, p. 1089.)

WYOMING

Purchase of corporate stocks prohibited,

The laws of the State of Wyoming provide that not State
bank shall invest any of its assets in the capital stock of any

other corporaticn,”

except for such stock "as it may acquire
or purchase to save a loss on a pre~existing debt, and stocks
g0 aequired or purchased shall be sold within twelve months from

the date acguired or purchased; provided, that
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a further time may be granted by the State Fxaminer." (1931
Wyoming Revised Statutes, sec. 10-137.)

The term "State bank" as used in the avove excemmi from
the laws of Wyonming incluies cvery irdividuwal, firm or corpor-
ation doing a banking bus.ncss, and a banking business is en-
gaged in ‘where credits are opencd ty the denosit or collec-
tion of money or currency or negotiable paver subject to be
pald or remitted upon draft, receipt, check or ordox®. {1931

Wyoming Revised Statutes, sec. 10-110.)

The statutes of Wyoming coniain ne provisions authorlzing

trust companies not doing a banking business to purchase cor-

porate s(é:ks.

Federal Reserve Bank of St. Louis
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APPENDIX C

Digest of State laws Helating to the Purchase or Ownership
of Bank Stock by Holding Corporations
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DIGEST OF STATE IAWS RELATING 70 THE PURCHASE
OR OWNERSHIP OF BANK STOCK BY HOLDING
‘CORPORATIONS.

(Superseding X~6392)

There is given below a digest of the laws of
the several States relating to the purchase or ownership
of the stock of banks by holding corporations. This
digest has been prepared by the 0ffice of the General
Counsel %o the Federal Reserve Board, with the assistance
of the Counsel to the various Federal reserve banks, and
shows the status of the State legislation dealing with
this subject as of August L, 1932.

The States not mentioned in this digest ap-
parently have no legislation affecting this subject

directly or indirectly.
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ALABAMA. .

There does not appear to be any legislation in this State
specifically suthorizing a holding corporation to purchase or own
bank stocks; tut Section 7015(10) of the Code of Alabama, which re-
lates to the powers, rights and duties of corporations in general,
authorizes a corporation "to subscribe for, abquire, hbld, and dis~
pose of the stock, bonds or other evidence of indebtednesé of any
other corporation of this or any other State or foreign countries!
and while owner thereof to exercise the rights, privileges, and
powers of ownefship, including the right to vote, sﬁbject to the

limitations of such rights in this chapter contained; xR, 8
ARIZORA.

There do not appear to be any statutes in this State
specifically dealing with this subject. In these circumstances, it
may be that holding corporations are asuthorized to purchase benlk
stocks under the provisions of Section 579 of the 1928 Revised Code
of Arizona, which became effective July 1, 1929, This section relates
to corporations in general and provides that any corporation shall
bave power "4o make contracts, acquire and transfer property, possess-

ing the same powers in such respect as private individuals now enjoy.
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ARKANSAS.

Thers do not appear to be any statutes in this state spe-
cifically authorizing or forbidding a holding corporationm to pur-
chagse or own bank stock, but Section 3 of Act No. 252 of the 1931
Acts of Arkansas, approved March 31, 1931, provides that Yany
perscn or persons, amd/or any company, co-partnership, cerporation
or other legal entity in which such persom or persons own or control
a substantial interest, owning either singly or jointly an aggregate
of fifty (50) per cent or more of the capital stock of three or more
banks andf/or trust companies, thus forming a chain or group of banks
and/or trust companies, shall be, amd are hereby prohibited from
borrowing from, or becoming indebted to, such banks andfor trust
companies, thus owned and controlled, in any amount or in any man-
ner®; and this would seem %o recognize by implication the right of

holding corporations to own bank stocks.
CALIFOHRNTA.

There does not appear to be any statute in thig State
which specifically authorizes a holding corporation to purchase
or own bank stocks. However, the (General (orporation Law enacted
by the 1931 Legislature of this State (C.C. 34l), provides that
"Every corporation heretofore or hereafter organized has power
* % * (10) To acquire, subscribe for, hold, own, pledge and other-
wise dispose of and vote shares of stoeck, bonds and securities of

any other corporation, demestic or foreign.®
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There does not appear to be auy statute in this State
specifically déaling with the purchase or ownership of bank stock
by holding corporations; dbut Section 10 of Chapter 262 of the 1929
laws provides that a corporation formed under the general corpora-
tion law may "acquire, purchase, guarantee, hold, mortgage, owm,
vote, sell, pledge and/or otherwise dispose of and deal in shares
* x offother corporations, domestic or foreign',

There is also no double liability against stockholders
of State bamnks in this State, but the banking law requires that
stockholders at the time of the organization of such banks must
produce satisfactory evidence that they have a net worth over
and above all liabilities and exemptions of at least three times
the amount of the capital siock taken by them in the process of

such organization. (Sec. 12(e), Bank Act of 1925).
ITLLINQIS.

The General Corporation Law of this State provides that
corporations organized thereunder may "own, purchase or otherwise
acquire * * ¥ gtocks, * * of any corporation, domestic or foreign.m
The statute contains some restrictions, such as forbidding the
holding of stock in a building corporation, but there is no express
prohibition therein upon the right of a corporation to own stock in
a bank, although there mey be an implication to that effect. (See
Section 2, page 743, of the Illinois Revised Statutes of 1931, (Smith

and Hurd) prohibiting the organization of a corporation under the
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provisions of the general corporation law for the purpose of engaging

in a bhanking business and the cage of fentral Life Securities Company,

v. Smith, 238 Fed, 170). -Moreover, Section 6 of the Illinois Barnking
Act, by referring to stodkhélders ¢f banlks by the use of the pro-
nouns "he" or "she', may create the implication that it was iintended

that such stockholders should be natural and not artificial persons.
INDIAIA,

There do not appear to be any stafutes in this State
specifically authorizing or forbidding corporations to omn bank
stocks; but section 4 of an act of the Indiana Legislature approved
March 2, 1931, provides in part that, "the ghareholders in any

corporation formed under the provisions of any law of this State

for any purpose whatscever, and the shareholders in any corporation

formed under the laws of any other State or country and admitted to
do business in this state, shall te held individually responsidle

for all contracts, debis and engagements of any bank, the shares of

which are held by any such corporation, each to the amount which the

" gaid shareholder's interests in said corporation, as represented
by his shares of capital stock in the same, bears to the total
amount necessary to be collected from the holders of shares of
stock in any such bamk, * * *Mi and this would seem to recognize
by implication the right of holding corporaticns to own bank stock,

On the other hand, section 2 of chapter 215 of the 1929
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Acts of Indianas provides that, Ycorporations may be organized for
pecuniary profit under this act for any lawful business purpose or

purpecses, except * * * gorperationg for the conduct of a banking, * *,

frust * ¥ * businesgh, Section 3 of this chapter alsc asuthorizes such
corporations "to acquire, guarantee, hold, own and vote and to sell,
assign, transfer, mortgage, pledge or otherwise dispose of the capital
stock, bonds, sscurities or evidencesof indebtedness of any other
corporations, domestic or foreign," bub provides that, "No corporation
shail, by any implication or construction, be dcemed to possess the

power of carrying on the business of receiving deposits of moneyv,

builion or foreign coins, or of issuing bills, notes or other evi-

dences of debt for circulation as monev.'

It thus appears that the provisions of the 1929 statute prohii’
the organization and operation thereunder of a corporation to do a
banking business; and, in these circumstances, the provisions might
be construed as prohibiting a holding corporation from owning a con-
trolling interest in the stock of a bank, since such an interest
would permit the corporation %o conirol the operation of the bank and
thereby enable it {o accomplish indirectly what the law prohibits it
from doing directly.

I0vA.,

Section 7940 of the 1927 Iowa Code, which authorizes cor-
porations to hold stock in railway corporations, and Section 8434 of
this Code, which recognizes the right of holding cerporations to omn
stock in a public utility, contain the only provisions of the Iowa laws
relating to the ownership by corporations of stock in other corporations.

However, Section 9 of Article VIII of the Jowa Constitution, which fixes
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the liability of stockholders of beuks and refers to such stockholders
by using the pronouns "ael or "ghe", may by implication require stocl=
holders in banks to be natural and not artificial persons.

There does not appear to be any legislation in this State
expressly authorizing or forbidding e holding corporation tc own bank
stock; but it would seem that the right of corporations to own bank
stock is recognized by implication by reason of a statute enacted in
the year 1931 {Laws of 1531, ch. 83). This statute authorizes the
banlkt commissioner or his assistants to examine "any investment or
holding company or corporation which is affiliated with any bank or
trust company!. The bank commissionmer is also authorized "to exem-
ine any copartnership, corporation or association', domestic or for=-
eign, "holding as much as twenty~five per cent of the capital stock
of any bank or trust company doing business in Kansas: Provided, That
the bank commissioner may reguire the deposit of bonds of the United
States, state of Kansag, or of some county, schnool disirict or mini-
cipality of the state of Xansas, with the state treasurer to secure
the shareholders! liability on said stock held by it: And \provided.
further, That if any such copartnership, corporation or association
shall fail or refuse to secure such shareholders! lisbility as required
of it by the bank commissioner, said copartnership, corporation or
association shall have no power to vote its stock at a shareholders!
meeting nor can said stock thereafter be represented on the board of
directors of said bark or trust company'.

KFNTUCKY .

There is no law in this State limiting the power of core
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porations to hold bault giocck unlegs it be Section 567 of Carrolltls
Kentucky Statutes, wshich read as follows:
) "Nor shall any corporation directly

or indirectly, engzage in or carry on in any

way the business of banldng, or iasurance of

any lkind, unless it has become organized

wnder the laws relating to ban'dng and insur-

ance ¥ % *lT'

A double liability ig imposed vpon stockholders of banlg
for all contracts and liabilities o such baa%s by Section 595 of
Carrollls: Xentucky Statutes.

LOUISIANA,

There are no laws in tais State dealing specifically
with this subject. . Although subdivision II (e) of Section 12, (P. 417).
Act Ho. 250 of the 1928 Acts of the Louisiana Regular.Session, per-
mits corporations "to acouire ¥ * * and to hold, * * * shareg % * # of
any other corporation, domestic or foreiga", it is not clear whether
this subdivision is an authorization to holding corporations to acquire
or hold shares of banking institutions in view of certain other sub-
divisions of Section 12, namely, I and II, Sections 1 (P. 409) and
2 (P. 411} of the aforesaid 1928 Acts and Sections 1 (P. 1196) and
5 (P. 1203) of Volume 2 of the 1920 Constitution and Statutes of
Iiouisiana,.

There do not appear toc be any laws in this State specifically
authorizlng a holding corporation to purchase or omm banlt stocks; but
Sectlon 10 of Act No. 327 of the 1931 Public Acts authorizes corpor- -
ations in general "to guaranfee, purchase, hold, sell, assign, transfer,

mortgage, pledge or ofherwise digpose of, the shares of the capital

siock of, or any bonds, securities or evidence of indebtedness created
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{Michigan ~ continuned).

by, any other corporatiom or sorporations of this state or any other
state, country, nation or govermment, and while the owner of the
same, to exercise dll the rights, powers and privileges of ownership
including the right o vots thereon if such right be an incident of
the same: * * *u

Section 9968 of the 1929 Compiled Laws of Michigan also
provides that a corporation "shall have power in furtherance of the
objects of its existence, to purchase and hold shares of stock or
membersiips of its own or other corporations organized under the laws:
of this- or any other state {jurisdiction or sovereéigniy)}!; and section
9969 of these laws provideg that Ywhen any such corporation shall be
& stockholder in any other corporation, as in this subdivision pro-
vided,. its president and other officers or aany of its directors shalll
be eligible to the office of director of such corporation,-the same
as if they were individually stockholders therein, and the corporation
holding such stock shall possess and exercige in respect thereof, all
the rights, powers, ovrivileges and liabilities of individual owners
or holders of such stock",

MIBNNESOTA.

There do not appear to be any laws in this State dealing
specifically with this subject. Withmference to the liability of a
stockhelder in a corporation, Section 1 of chepter 210 of an act
approved April 18, 1931 (iason’s Minnesota Statutes, 1931 Supplement,
Section 7465-1) provides that Mexcept os provided by Section 7465,
Mason's Minnesota Statutes of 1927, no stockholder or member of any
corperation or of any cooperative corporation or association, however

or whenever organized, cxcept & stockholder in a baniing or trust
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corporation or assocciation, 'shall be liable for any debt of said
corporation, cooperative corporation or association". Section 7465 of
Mason!s Minnesota Statutes of 1927 fo'which the act of April 18, 1931,
refers, provides that "Bvery stockholder shall be personally liable for
corporate debts in the following cases: 1. For all unpaid installmentis
on stock owned by him or transferred for the purpose of defrauding
creditors, 2., For failure by the corporation to comply substantially
with the provisions as to organization and publicity. ‘B.IWFor per-
sonally violating any of such provisions in the transacfion of any cor-
porate business as officer, director, or member, and for fraudulent or
dishonest conduct in the discharge of any official duty®,

WISSOURI,

There do not appear io be any laws in this State relating
spoecifically to this subject, although trust companies may purchase or
hold stock in other banks or trust companies. (Paragraph 9, Section
5429 of the 1929 Revised Statutes of Missouri.)

NEVADA.

There does not appear to be any siatute in thig State relating
directly to the subject of this digest; but the General Corporation
law (Comp. Laws of 1929, Sec. 1608, as amended by the Laws of 1931,

Ch. 224, sec, 6) provides that every corporation shall have power

"to guerantee, purchese, hold, sell, assign, transfer, morigzace.
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pledge or otherwise dispose of the shares of the capital stock of
¥ * % any other corperation or corporations of this state, or any
other gtate or govermmmt * ¥ * M
NEY JIRSEY.
There does not appear to be any statute in this State

probibiting ebsolutely the ownerskip of bank stock ty holding

corporations. However, section 3 of Chapter 273 of the 1828

laws prohivits corporatlons that own more than ten per cent of the
stock of any bank or trust company in the State from purchasing after
the date the statute became effective more than ten per cent of the
stock of any other bank or trust company doing Pusiness in the State,
This statute does not regquire corporations to dispose of any bank stock
that they may have owned before the law became effeciive and certain
institutions {enumerated in Section 14 of the laws avove referred to)
are specifically exempted by Section 3 from its provisions, Section 3
reads as follows:

"3, Any corporation, other thaan corporations
specifically exempted from the provisions of this
act, which now or hereafter cwns mcre than ten
per centum of the nmuber of shares of the rapital
stock now or hereafter at any time issued ind out-
standing of any bank or trust company or national
bank, now or hereafter doing business in tunis
State, shall not purchase more than ten per cen-
tum of the mmber of shares of capital stock at
any time issued and outstanding of any other bank
or trust company or national bank, now or lLere~
after doing tusiness in this State.t
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(New Jersey — continued)

Secticn 14, wuich emumeratcs the specifically exempted insti-

tutions referred to in Section 3, reads as follows:

M4, The provigions of this Act and the penal-
ties thereof shall not apply Yo the following cor-
porations, viz.: Banks and trust companies organized
under the laws of this State and national banks do-
ing business in this State, nor to such bauls, Trust
companies and national banks while acting in a fi-
dueciary capacity representing any individual or
individuals or the estate of any individual; nor
to any other corporation the entire capital stock
of which is owned by or held in trust for the
shareholders of any bank or trust company crgan-
ized under the laws of this State or any national
bank doing business in this State, in the same rela-
tive proportion as the stock held in said bank, frust
company or national bank,.?

Urder the laws oi New Jersey, stockholders of New Jersey

banks and trust companies are not subject to a double liability,

as are stockholders of national banks and of hanks and trust companies

in other States; nor do these laws impose such a liability upon

stockholders of holding corporations.

NEW MEYICO.

There apparently are no laws in this State dealing specifical-

ly with the subject of this digest; but Section 32-301 of the 1929

Annotated Statutes of New lMexico authorizes corporations in general

to "purchase, hold, * * * the capital stocl of, * * * any other cor-

poration or corporations, of this or any other territory or state

* ¥ & U and no limitation is placed upen the amount of such stock

that may be so purchased or held,
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AORTE DAKOTA ,

There dc not appear to be any statutes in this State
expressly authorizing or forbidding s holding corporation to purchage
or own banl stock; but section 21 of Chapter 96 of the 1931 Session
Laws, which, among other things, pertaing to the tranafer of the
capital stock of a State banXk, recognizes that a stockholder in such
a bank may be a corporation as well asg a natural person. This section
provides that "every person or ccrporation becoming a shareholder by
guch transfer shall in proportion to his shares succeed to all rights
and iliebilities of prior hwolders of such shares existing by reason of
ownership thereof." A double liability is also imposed upon stoclkhold-
ars in banls by section 22 of these laws.

CHIO.
There do not appear $¢ be any laws in this 3tate dealing

gpecifically with this subject. Stockholders in banlxing corporations

are subjected to double ligbilities for debts of the banlt (General

Code of Chio, Section 710-75).
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OXTAHCLA.

There do not apnear to be any laws in this State dealing spe~
cifically with this subject and it may be that holding corporations
may nurchase and hold stocic in banking institutions.

Section 9725 of the 1931 Oklahoma statutes vwrovides that
A1l corporations organized for any of the purnoses authorized by
‘this gection shall have the <mower to own and hold stock of other
eorporations, except as »nrohibited by the Constitution of this State'.

Section 41, Article 9 of the Constitution of Okdiahoma,
forvids cornorations %o own or hold stock in other competitive
corporations engaged in the semeg kind of business and banks or
trust companies to own or .old stock in ofher banks or trust com-
panies, except in those cases where such corporations or banks or
trust companies have acquired such stock to secure or satisfy a
bona fide indebtedness, and in such cases the stock nmust be digposed
of within twelve months.

Section 12802 of the 1931 Qklahoma Statutes makes it
unlawful for corporations to combine to -)lace the control of
corporations in the hands of a trustee or a holding corporation,
if the intent and »nurpose of such combination is to restrict or
restrain trade.

In view of the above quoted provision of Section 9725
of the 1931 COklahoma Statutes, and since neither the prohibitions

of the Constitution referred to therein, nor the provisions
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Oklahoms, continued

-

of Section 12802 of the 1931 Oklahorma Statutes apoear to be

specifically anslicable, in that the Constitution prohibits

only banks or trust companies from owning or holding stocl in
otiier banks or trust companies and does not purnport to pro-
hibit corporations in general from ovming or helding stock

in other corporations, if the latter are not engaged in the

same kind of business as, and do not commete with, the pur~
cuasing cornorations, and Section 12802 of the statutes only
affects combinations in restraint of trade, it may be that
holding cornorations may purchase and hold stock in banking
institutions,

CREGCT.

Under the provisions of ap Act of this State approved
March 9, 1929 (Chanter 444, General Iaws of Oregon, 1929;
Oregon Code, 1930, sec. 25-502) any corporation "now or here-—
after organized in this state, or licensed to do business here-
in" may own, hold or control the stock of any bank or trust
company and while so owning, holding or comtrelling such stock
the cormoration is subject to the following resirictions:

(1) It shall not borrow money o otaerwise

secure credit directly or indirectly, from such

bank or trusi coupany, unless the loan or credit

ig adequately secured by collateral other than

stock or evidences of indebtedness of any cor-
noration which it controls.
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Qregon, coniinued

(2) It shall not sell any stock, -securi-
ties or other evidences of indebiedness of any
other corporation which it controls, to or through
the bank or itrusi company in which it owns or holds
gtock; 'nor can it use such bank or trust company
as an agent for the purpose of selling or other—
wise disposing of such stock, securities or other
evidences of indebtedness without first obtaining
permission from the Oregon Corporation Commissioner.

(3) It shall not carry as an asset any ex—

venses incident to organization or to the sale of
gtock after organization.

Penalties are prescribed for violations of this act by
corporations or their officers or employees, and all corpora—
tiong heretofore organized under the laws of Orogon or liceansed
to do business therein must bring themselves within the provisions
¢f this act within six months after the date it became effective.

There 1s no provision in this act imposing upon the
stockholders of corporations owning or holding stock in banks or
trust companies the liability imposed unon the stockholders of

such banks or trust companies.

PENFSYLVANIA.

There do not appear to be any provisions in the statules
of this State specifically covering the purchase or ownership
of stock in institutions engaged in a banking business. However,
under Section 1 of an'Act of July 2, 1901 ( P. L. 603, as
amended by an Act of April 18, 1929 ), and Section XX of paragraph

5598 of Westls 1920 Penngylvania Statute Law, it might be held
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Penngylvania, continued.

that corjoraiions are authorized to exercise this nower,
Section 1 of an Act of July 2, 1801 { P. L. 603, as
amended by an Act of April 18, 1929), provides that " ¥ * * any

corporation created by general or svecial laws, may purchase,

hold, * * * the shares of the ca-:ital stock of #* * * any other cor-

-poration or corporations of this or any other State, and while the

ewner of said stock may exercise all the rights, powers and privil~
eges of ownershin, * * * 1 |

Section XX of paragranh 5598 of West's 1920 Pennsylvania
Statute Law provides that a corporation may be formed "For any
lawful purpose not swecifically desigrated by law, as the pur—
pose for which a cornoration may be formed."

There does not appear to be any statute in this State
expressly »roviding that stockholders of cornorations owning stock
in banks are subject %o a stockheolders! 1liability similar to the
liability imsosed upon stockholders of banks, Section 1184 of the
Pennsylvania Statutes imoses & QOuble 1iability wpon stockholders
of banks and 1t has been held that stociholders of trust companies

are not subject to a double liability. (See cases of DeHaven v,

Pratt, (1909), 72 Atl, 1068, 223 Penn. 633, and Gordon, Secretary

of Basking v. Winaeberger, (1932) 16 District and County 506 ).
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There do not apjear to be any provisions in the statutes of
this State directly covering the npurchase or ownership of stock in
banlking iastitutions by holding corporations; but section 4084
of the new Code of Tennessee, waich bescame effective Januwary 1, 1932,
provides that "All private corporations for profit organized under the

lawg of Tennessee for the transaction of any lawful businesg, or to

promote or conduct any legitimate object or purpose, shall have the

right, power, privilege, and immunity to purchase, hold, oW, se}l,
transfer, assign, vote, mortgage, »ledge, snd otherwise deal in stocks,
bonds, or evidence of indebtedness of other corporations in the same
manner and with all the rights, powers, privileges, and immnities of
individual owners, except that this statute shall in no way be construed
to give corporations power to create unlawful monopolies, trusts, or

conbinations in restraint of trade".
TELAS.

There do not appear To be any statutes in this State deal-
ing specifically with this subject; and, in view of the following, it
is not clear whether or not holding corporations maey purchase and hold
stock in banking institutions.

Article 513 of the 1925 Reviged Statutes forbids banks
or trust companies "to own more than ten mer cent of the capital

stock of any other banking corporationy * * * " unless the ownership
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of such excess stock "shall be necessary to prevent loss upon a
debt previously contracted in good Taith; * * * ¥ | and in such
ceses the stock must not be ovmed for a longer period than six
moniis.

Article 1302 of the 1925 Revised Statutes permits
private corporations to Yourchase, * * * hold, own, ¥ * * ghares
of capital stock, * ¥ * of foreizu or domestic corporations

net comweting with each other in the same line of business;

nrovided the powers and authority * * * conferred sghall in no
vay affect any provigion of the anti-trust laws of this State".
Article 74286 of the 1925 Revised Statutes defines a
trust to be "a comvination of cajital, * * * by two or more
persons, firms, corporations, ¥ * * : To create, or wiich may

tend to create, or carry out restrictions in trade or commerce

* ¥ * or to create or carry out restrictions in the free pur—

suit of any business authoriged or mermitted by laws of this

State" or "To prevent or lessen competition in aids to com-
merce, ¥ * ¥ M

Article 7427 of the 1925 Revised Statutes states
that a monopoly exists when two or iore cornmorations combine
or consclidate to bring the "“direction of the affairs" of

such corporations "under the same management or control for
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the purpose of nreducing, or where such common management or con-
rol tends to create a trust', or where "any corporation acquires
the shares * * * of stock * * * of any other corperation or cor-

porations, for the purpose of preveniing or lessening, or where

the effect of such acquisition tends to affect or lessen competition,

whether such acquigition is accoirplished dircetly or through the

instrumentality of trustees or otherwise!.

UTAH,

There do not appear to be any laws in this State dealing
snecifically with this subject and it :may be that holding corpora~
tiong are authorized to purchasec and own bank stocks under the
authority granted to corporations in general by Section 869 of
the 1917 Compiled Laws. This scction provides that "the cor-
poration * * ¥ ghall have nower to * * * buy, use, mortgage, sell,

or otherwise dispose of personal property * * *M,

VESNONT.,
There are no laws in this State expressly prohibiting

the ownership by holding companies of the stock of banks bub

there is a provision prohiBiting holding commanies from holding

or acquiring stock in e¢ther corporations., Secticn 4925 of the

1917 General Laws of Vermont contains this prohibition and reads

as follows:
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Yermont, continued

TThe cornoration shall not be permitted to
acquire oy hold stock in other cormorations %o
such an extent that its primery business is the
holding of such stock., A violation of this pro-
vision shall be cause Jor the dissolution of
the corporation under the nmrovisions of Section
4944 .0

There are no laws in this State immosing upon stockholders
or holding corpanies & stockholders? liability similar to that

irpmosed uwpon holders of bank stock.

WASHINGTON,

There do not apoear to be any provisions in the laws of
this State expressly authorizing the wurchasc o ownership of
bank stocks by holding corvorations; but section 3810 of Reming-~-
ton's 1922 Compiled Statutes provides that "any corporation here-
tofore or hereafter orgenlized under the laws of this state or of
any other state or territory of the United States and doing business
in this state shall have power and authority to subscribe for, acquire
by purchase or otherwise and to own, hold, sell, assign and
transfer shares of the canital stock of any other corporation * * *. ¥
During the 1929 Regular Session of the Legislature of this
State, a bill known as "Substitute douse 3ill No. 72" was introduced
to restrict the ownership of bank or trust company stock by cor-
porations, to twenty ver cont of the capital stock of such bank

or trust company; bub this bill did not wass.
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WEST VIRGINIA.

Under date of February 28, 1829, an Act was passed by the
Legislature of this State affecting the purchase or owaership of
stock in banking ingtitutions by firmg, associations or corporations.
(Section 9, Chapter 23, Acts of 1929). Section 9 of this Act pro-
vides in part as follows:

"T{ shall be unlawful for eny firm, asscciation or
cornoration to nuwrchase and hold stock in any banking
ingtitution organized or authorized to transact business
hergunder for the purpose of selling, negotiating or
trading participation in the ownership thereof either
for the purvose of neriecting control of one cr mere
such banking institutions or for the purpose of inducing
other nersons, firms or corporationg or the Jeneral pub-
lic to become participating owners therein. Nothing
herein shall arevent the ownership of stocks in any such
banking institution by any corporstion for invesiment
DUTHOSEes.

With reference to the liability imposed uwoon stockholders
in banks, Section 9 mrovides as follows:

"Each gtockhiolder of any banking institution organized
under the laws of this state, in addition to the liability
luposed woon him as stoclholder of a cormeration under the
provigions of the gemeral cornoration laws shall be liable
te the creditors of the banking institution, on obligatioans
accruing while he is a shareholder, to an amount equal %o
the mar value of the shares of stock held by him,"

WISCONSIN.

In 1929 legislation was enacted in this State regulating the
ownership of gtock in benks and trust comoanies. (Chapter 445,
Wisconsin Laws of 1929 - Published, August 20, 1929). ‘Relevant
provisions of this act are summarized briefly as follows:

No corporation organized under the laws of Wisconsin is per—
mitted to hold more than fen wer cent of the stock of any bank or

trust comrany, unless eeventy-flve per cent of the stockholders of

both corgvorations vote in favor thereof ai a2 meeting especially
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Wisconsin, continued.
called for that nurnose.

No State banlz or trust company may vote to authorize a forsign
corporation to wmurciase stock in such State bank or trust companyy un—
less such foreign cornoration shall have qualified to do buginessg in
Wigcongin,

Vhenever the owaershipn or control of a majority of the stock
of any State or naticnal bank doing business in Wisconsin is held by
any foreign cornoraticn which has not qualified to do business in
the State, such bank shall be disqualified to act as a depositary
for any public funds of the State or any subdivision therecf, or
as a depositary for reserve funds of State banks until such foreigm
corporation shall have qualified to do Yusiness in the State.

Domestic cornorations and foreign corporations authorized
to do business in the State which own or control the stock of a
State bank or trust company shall be held liable for any assessment
made against the stockholders of such bank or trust company to the par
value of the stock so owned or controlled; and such holding corporations
are required %o deposit with the State Treasurer securities equal to
fifty per cent of the nar value of the stocks of State banks or trust
companiea owned or controlled by such holding companies, excepi that
the aggregate amount of such securities shall not exceed the largest
amount required to be deposited by Wisconsin trust companies.

If the stockholders! liability of any such holding company is
not fully paid, the stockholders of such holding company are liable for

ah assessment sufficient to cover the deficit.
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APPENDIX D

If this report is printed, it is suggested that
the anawers to the questionnaire from eight leading groups
be reproduced in full, The Marine Midland Corporation,
Buffalo, ¥ew York; Guardian Detroit Uanion Group, Inc., De-
troit, Michigan; Wisconsin Bankshares Corporation, Milwau-
kee, Wisconsin; First Bank Stock Corporation, iinneapolis,
#innesota; Northwest Bancorporation, Minneapolis, Minne-
sota; Pirgt Security Corporation of Ogden, Ogden, Utah;
Harine Bancorporation, Seattle, Washington; and Anglc
National Corporatiocn, San Francisco, California, have given
the Committee permission to make such reproductions. It
would talke from 75 te 100 single spaced mimeographed pages
%o reproduce the answors from these eight groups.





