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; Minutes of actions teken by the Board of Governors of the
Yerg)
Reserve System on Wednesday, May 26, 1948. The Board met
he
Board Room at 10:30 a.m.

PRESENT: Mr. McCabe, Chairman
Mr. Eccles
Mr. Szymczak
Mr, Dreper
Mr. Evans
Mr. Vardaman
Mr. Clayton

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr. Smead, Director of the Division of
Bank Operations

Mr. Thomas, Director of the Division of
Research and Statistices

Mr. Vest, General Counsel

Mr. Townsend, Associate General Counsel

Mr. Horbett, Assistent Director of the
Division of Bank Operations

Mr, Millard, Assistent Director of the
Division of Examinations

Messrs. Chase and Shay, Assistent Counsel

Mr. Thompson, Federel Reserve Examiner,
Division of Examinations

Mr. Hurley, Technical Assistent, Division
of Bank Operations

Mr. Bopp, Vice President of the Federal
Reserve Bank of Philadelphia

My

n%ti * Clayton reported briefly on recent developments in con-

O

b Ith oty
mwre € Home Loan Bank legislation now pending before the
8

8’1
Chwmm ncluding the reporting out by the Senate Banking and

Co
M%u Mittee of S. 2417, which would reduce the insurance

OQF
uhtno Sderal savings and loan insursnce. There was agreement

g, e aetion should be taken by the Board at the present

by
&
SPect to this legislation.
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In &ccordance with the understanding at the meeting of the

1y yesterdaY, Mr. Townsend reviewed the sequence of events which
8

g :gz the action of the Board on October 31, 1947, directing
‘Mh% . Division to make an investigation for the purpose of en-
hm‘Md € Board to determine whether it would institute a proceed-

°F the provisions of the Clayton Act against Transamerica Corp-

0n
0 He read from section 7 of the Clayton Act and from section
0
f'nmt Act wh
an%

ich places in the Board of Governors authority to

" Sompliance with section 7 where applicable to banks, banking
Qcia t

meBml 08, and trust companies. He also said that there were in
e
§ fileg opinions from two former General Counsel of the

R
™ tha th .
tayy € business of banking was interstate commerce, that re-

Qourt
b decisions left no doubt in his mind that banking would

eld
to
Ry be Interstate commerce, and that, therefore, there was

o
it i U that the Clayton Act would be applicable to Transamerica
Qoul
the 4 be established that the acquisition of bank stocks by

8
Qm%ﬁt “Merica group had the effect of (1) substantially lessening
1t1°
%(3 s (2) restraining commerce in any section or community,
Yending 4 .
€ to create a monopoly in any line of commerce.
A
thy to the vardstick for determining the degree of proof which
N
ch . hould have in order to justify the commencement of the
Act,
“fw‘ ) pr°°eeding, Mr. Townsend emphesized that the question
he
mmh. Boarq at this time was not to determine whether there was

ei@nt
e
Vidence to justify the issuance of an order to Transamerica
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W
tng the disposition of bank stocks, that such evidence could

deve
: Lopeq only through the medium of a hearing in which there
Y g fu],

ty

opportunity for both sides to present their cases, and

tth

a ® matter now before the Board was to determine whether there

ppeared

ey,

hag

0 been made, for the institution of a proceeding under the
h()n Act "

)

Omn
W € the information necessary to enable the Board to decide

© be reasonable grounds, on the basis of the investigation
gainst Transamerica Corporation for the purpose of de-

Sthe

tt

by he Transamerica group should be ordered to dispose of bank
Ckg helg by it

Cl&yt o Towngend discussed the three beses in section 7 of the

f %) as referred to above, on which a proceeding could be
Qd'

‘"‘til " stresged the fact that it was not necessary to wait

g
t1°na 10polistic condition was an accomplished fact and that ac-
¢

o,

tition A be taken to prevent acquisitions which would lessen compe-
) Te

Y Strain interstate commerce, or tend to create a monopoly.

S0 Sta
Mght ted that in his opinion the question on which the case

by

i 8 o op 1
thy ank stocks, was tending toward a monopoly and that

Yy

Yy ¥ould be whether the Transamerica group, through the

Congs 4.«
that Ution could be established there was no question but that

]
tatute .
ould have been violated.
In t
H°“sg 0 his Connection, he read an excerpt from the report of the
1t
tee when the Clayton Act was originally passed in 1914
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-
ch
Stateq that one of the objectives of the Act was to prevent
8¢ £
88 possible control of great aggregations of capitel through

on 44
dlrectorships of banks and banking associations. He also

Hag
d
that, the courts, in construing the Clayton Act, had stressed

repea
t
*dly the fg

% ct that the purpose of the statute was to supple-
0

bty

e

N Shel'man Antitrust Act and that it wes intended to arrest
conditions in their incipiency.

mt M, Townsend then discussed in considerable detail the re-
8

of
by the investigation which was made at the request of the
rq
ang

the Which was just being completed, and expressed the opinion
ther

® Ves ample evidence to establish the fact of an intention

the
ba
Tt of Transamerice to acquire enough of the banking re-

§
()urees in
the area to an extent which would be not only in viola-

Y,
fl of
t
th&tt e Clayton Act but of the Sherman Act as well, He steted
e .
It‘ily lnvestigation undertook to review the growth of Bank of
ang s
th 1ts affi1iated institutions which eventually grew into
8
8
t “merica group, the methods followed in their expansion down
th ’
g
Pre
Sent, time, the relations of the various concerns in the
g
by, the extent, to which the affiliated institutions end their

g Ta
°g
%1510 Ources appeared to be controlled by the group. In his
n

o
1’%@% Nvestigation disclosed that there had been a continuous
On o
time N " the part of the management from 1903 up to the present
0
Cor "
1‘1t “Mpags more and more banking resources and banking offices

8
Teg

ine to a and that their acquisitions hed developed or were tend-
8

Vel
°P into & monopoly.
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Chairman McCabe raised the question whether the matter should
Plag
&d before the Attorney General before further action was
e b
” Y the Board. Tn the discussion of this point, reference was
® to
t the fact that last October when the Board directed that

oga, :
t . Division undertake an investigation, letters were sent to
R

om;
Ptrollep of the Currency, the Federal Deposit Insurance Corp-

- ! Bnd the Attorney General advising them that the investigation
n
B% g “ndert&ken, that they were aware, therefore, of what the
g

W
g 8 doing, ang that the Board had no obligation to clear its
0

8
Wder the Clayton Act with the Department of Justice.

g ML Yardanss suggeated Ghat £f ‘the Board should decide o
tut

e
1 = Proceeding against Transamerica it might tell the De-
ent a
“mh f Justice of that decision. Mr. Townsend responded that
%th ® number of procedural questions that should be decided
8

Bog
hme T ang that if the proceeding were instituted it would

Pro
th ximately 30 days to prepare the necessary papers during

by
e
the Boarg could advise the Attorney General that it had

deeideq

lostitute the proceeding.

After some further discussion, Mr.
Clayton moved that the Board, having
considered the report made by Mr. Town-
send with respect to the results of the
investigation conducted by the Legal
Division pursuant to the request of
the Board on October 31, 1947, direct
that a proceeding be instituted against
Transamerica under the Clayton Act and
that Counsel be directed to prepare

SER




854

oy
48
6

and submit to the Board for action

the necessary papers in connection

with the institution of the

proceedings.
o There vag & discussion of the responsibility of the Board

take

m 8ction in the matter and Mr. Vest expressed the opinion that
0 ® N0 question about the Board's responsibility under the

on
Act’ but that it should be kept in mind that if the proceed-
¥eve insty

Oy,
Ough to the Supreme Court of the United States for final

tuted the Bozrd should be prepared to have the case

8

cisiou, b )

o ch might involve a period of as much as two, three, or
YGars

M
T+ Townsend stated that, in accordance with a letter of
r
cmw 28, 1947, addressed to the Bosrd by the Comptroller of the
S

¥
H%s ’ that office was withholding action on a number of applica-
fr

o
banks in the Transamerica group to convert existing banks
Ty
tmti Y 88 possible what action it would teke. He also stated
t W
o
h&ea " be g suggastion that, if the Board decided to insti-

Ne
198 20 it EHw Board wee mder obligation to determine

Q&C imkmeding, Mr, Clayton and he meet with the Comptroller of
lﬂuerxfney &nd such members of the Comptroller's staff as the
%h¢emight Wish for the purpose of bringing them up to date on the
“Her &nd soliciting their cooperation.

Mqh::ePe vas g discussion, in response to inquiries from Chair-
m“%d > 88 to what extent, if any, the matter should be dis-

the Attorney General and the Comptroller of the Currency
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Ore
4 8tion was taken by the Board and the weight of opinion of
8

ey

; Bers vag that further discussion with the Department of
USti
®® vag not, necessary.

" ¥r. Townsend stated that it would be his recommendetion that
the
Board acts to institute the proceeding it might address con-

Qg
Nty
0 al letterg to the Attorney General, the Comptroller of the

X‘en e
he Vs ang the Federal Deposit Insurance Corporation advising

mof
the Board's decision.

At the conclusion of the discus-
sion, Mr, Clayton's motion was put
by the Chair and carried by unanimous
vote with the understanding thet let-
ters of advice of the Board's action,
in & form satisfactory to Messrs.
McCabe and Clayton, would be sent to
the Attorney General, the Comptroller
of the Currency, and the Chairman of
the Federal Deposit Insurance
Corporation.

Mr. Townsend stated that there were
a number of procedural questions which
should be considered by the Board in
connection with the proceeding and,
upon moticn by Mr. Eccles, it was voted
unenimougly to request Messrs. Evans
and Clayton, in consultetion with Mr.
Townsend, to make a recommendation to
the Board as to the action to be taken
on these questions.

-
“%ie Y38 pagt the lunch hour when the discussion of the Trans-
]
by -

W4
Q%g- b helq tomorrow morning at 10:30 for the purpose of dis-

matt
T was concluded and it was agreed that a meeting of the

%Ner Ber the question of action by the Board to increase re-
&

SUNEY
e
Ments of member banks in central reserve cities.
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A% this point, Messrs. Riefler, Smead, Thomas, Vest, Townsend,

fory,
8bt, s
’ Mlllard, Chase, Shay, Thompson, Hurley, and Bopp withdrew

Yoy
the Meeting and the action stated with respect to each of the
m&tt P

hereinafter referred to was taken by the Board:
- Minutes of actions taken by the Board of Governors of the Fed-
)
Reg
®TVe System on May 25, 1948, were approved unanimously.

it 4 Mem°’5"'=mdum dated May 14, 1948, from Mr. Bethea, Diresctor
he

D
ivisim of Administrative Services, recommending increases

by
he be
Sle annual selaries of the following employees in that

o
Vigio
n
' ®ffective May 30, 1948:
N&me Salary Increase
gth°lyn\ Designation From To
§ M.
Pe:t“«lde B Palmer Stenographer $2,243.52 $2,394.00
Y s Mag g (TiVOLE Stenographer 2,243.52 2,318.76
Lquithy L. gieed Clerk-Stenographer 2,168.28 2,318.75
Se p, Snz:gders Stenographer 2,168.28  2,394.00
on Stenographer 2,168.28 2,394.00

Approved unanimously.
4 “enorandun dated May 25, 1948, from Mr. Bethea, Director
Yogy iVi310n of Administrative Services, recommending that the
erteq M of rg, Edith Comer, a page in that Division, be ac-
o ®ffective, in accordance with her request, at the
hnnp business June 16, 1948, with the understending that a

Pa
Q"aqit yMent would be made for annual leave remaining to her

SER
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Approved unanimously.

Secretary.
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